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DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATIONS FOR 1960 


DEPARTMENT OF COMMERCE 
Wepnespay, Aprit 29, 1959. 
STATEMENT OF THE SUBCOMMITTEE 
WITNESSES 


HON. LEWIS L. STRAUSS, SECRETARY OF COMMERCE 

HON. FREDERICK H. MUELLER, UNDER SECRETARY 

HON. JOHN J. ALLEN, JR., UNDER SECRETARY FOR TRANSPORTA- 
TION 

HON. HENRY KEARNS, ASSISTANT SECRETARY FOR INTERNA- 
TIONAL AFFAIRS 

HON. CARL F. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

HON. GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINIS- 
TRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The meeting will come to order, please. This is the 
first meeting of the subcommittee this year to consider estimates of 
appropriations for the Department of Commerce and related agencies 
for the fiscal year 1960. We certainly are delighted to have as an 
addition to our subcommittee two new members who have not here- 
tofore served on the subcommittee, our colleague Mr. Cederberg and 
our colleague Mr. Michel. 

We think we are extremely fortunate to have these new members 
and we confidently expect them to make valuable contributions to 
the deliberations of this committee. 

Customarily, we hear the Secretary of Commerce first, and we are 
pleased to have him present this afternoon, Mr. Lewis L. Strauss, and 
his associate and assistants. We assume, Mr. Secretary, that you have 
an overall statement that you wish to make on behalf of the Depart- 
ment of Commerce. 

GENERAL STATEMENT 


Secretary Srrauss. Yes, Mr. Chairman, I have. I have a state- 
ment that I would like to make in the hope that a number of the 
questions that will occur to you may be answered, and following 
which my colleagues and I would hope to be able to reply to your 
questions and any other inquiries that you might address to us. 


(1) 
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Mr. Chairman and members of the subcommittee, I am pleased to 
be here to present to you the budget program of the Department of 
Commerce for the fise val year 1960. 

Before discussing the estimates for specific programs, I should like 
to highlight the estimates for you in summary terms. Total appro- 
priation requests from the general funds amount to $502,526,000 as 
compared to $470,249,550 in 1959, taking into account our supple- 
mentals for pay and other purposes now pending. A total of $2,- 
881,100,000 is requested under the Federal-aid highway trust fund, 
which includes the forest and public lands highway programs based 
on a proposed legislative change. There follows a brief summary 
of the estimates for the various activities of the Department. 


GENERAL ADMINISTRATION 


The first of the actiivties will be “General administration.” 

In his message concerning the budget for fiscal year 1960, the Pres- 
ident discussed the factors which motivated his request. to me to under- 
take a comprehensive study of the national transportation system. I 
consider this as a most important project and I assure you that it is 
receiving my close personal attention. The President has provided 
me with funds to initiate immediately plans for this important study. 
We are moving on this rapidly. We are providing within our 1960 
budget the funds necessary to continue this work. 

The needs of commerce, industry, agriculture, and the general pub- 
lic for an economical and efficient transportation service have expand- 
ed tremendously in the last decade. Technological and scientific prog- 
ress has significant effect on the various forms of transportation. The 
transportation needs for national defense are changing. New prob- 
lems are emerging. Our study will attempt to define on a current 
basis the major objectives of Federal transportation policy, the need 
and form of its promotional activities, the relationship one to the other 
of the transportation and related activities of the various Federal 
agencies, each concerned with a limited sector of the transportation 
industry. I believe this study will be of great significance toward 
resolving the major policy issues in this very important transporta- 
tion field. 

BUREAU OF THE CENSUS 


The second of these activities is the Bureau of the Census. The 
work preparatory to taking the Eighteenth Decennial Census cover- 
ing population, housing, agriculture, irrigation, and drainage is well 
underway. That portion ‘of the decennial de: uling with population 
and housing will be taken in April 1960 whereas the censuses of agri- 
culture, irrigation, and drainage will begin in October 1959. Basic 
decisions as to content and coverage have been reached. Plans have 
been made for testing alternative processing methods utilizing the 
February pretest materials. Preparation is underway of maps by 
county and for the district each enumerator is to cover. The big task 
of enumeration—actually the largest statistical activity undertaken 
in the United States—will begin in ‘fiscal year 1960. 

The first enumeration of the population was conducted in 1790, and 
every 10 years thereafter in accordance with our Constitution. The 
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compilation of comprehensive and reliable statistical information 
through the several censuses conducted by the Bureau of the Census, I 
believe most everyone will concede, has been of great value in the eco- 
nomic deve lopment of this Nation. These facts regarding the people 
of the United States, their characteristics, activities, and resources 
have been of inestimable value to our leaders in government and 
business in building and maintaining our economic and social insti- 
tutions, and in adjusting to the economic and other changes that are 
continually taking place. They have provided some of the essential 
foundations for deciding national policy and solving business prob- 
lems. 

During fiscal year 1959 the Bureau of the Census will collect. basic 
data on the 1958 production, sales, employment, purchases of mate- 
rials and equipment and other factors; and in fiscal 1960 will publish 
preliminary summaries for our manufacturing, mining, and distribut- 
ing establishments. The mail-out of reporting forms for the 1958 
Censuses of Business, Manufacturing, and Mineral Industries was 
completed in January and February of 1959 and the remaining por- 
tion of the job is on schedule, looking to completion of these censuses 
in 1961. 

The current statistical programs, apart from the major censuses, 
are planned at about the same total appropriation level as for 1959. 
We are proposing some increase in the construction and foreign trade 
statistics programs to provide for improved accuracy in the statis- 
tics for these two important economic fields. In connection with 
construction statistics, you will note that the Bureau of the Census will 
be the central point in the Federal Government for these statistics. 
In the past, portions of this work were financed through appropria- 
tions to the Bureau of Labor Statistics of the Department of Labor, 
and the Business and Defense Services Administration of the De- 
partment of Commerce. This entire oe and its funding are 
being transferred to the Bureau of the Census. As part of this re- 
alinement of functions, the responsibility for employment and unem- 
ployment statistics is being transferred from the Bureau of the Census 
to the Bureau of Labor Statistics. 


COAST AND GEODETIC SURVEY 


The third of these activities is the Coast and Geodetic Survey. 

The funds requested for fiscal 1960 will continue the long-established 
programs in the Coast and Geodetic Survey and provide for in- 
creases in the area of surveys and charts for marine and air naviga- 
tion. 

The rapid expansion and changing character of the Federal Air- 
ways Navigation System has generated substantial needs for new 
charts, revision of old charts, and additional airport obstruction sur- 
veys. Some expansion of this program is planned toward meeting 
the demand of the users of modernized and improved air navigation 
and air traffic control facilities. 

About 2 years ago, this subcommittee approved funds for the con- 
struction of a new hydrographic survey ship. This vessel, the Swr- 
veyor, which was launched April 25, 1959, will have to be manned and 
supplied. The Swrveyor is scheduled to operate along the Aleutians 
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and in the Bering Sea. The ship Haplorer will thus be released to 
resume delayed surveys along the Atlantic Coast. Also, there are 
certain minimum requirements for repair and maintenance of the 
existing fleet which must be met in the interest of safety and con- 
tinued operation. 





Provision is also made for the modification of a Coast Guard plane | 


to replace aircraft previously used in aerial photograph for surveying 
and mapping done by the Bureau in all parts of the United States. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The next activity is “Business and Defense Services Admin- 
istration.” 

At the outset, you will note that, in accordance with the general 
policy of your committee, this budget excludes any funding for mo- 
bilization functions performed by any of the Commerce bureaus un- 
der delegations from the Office of Civil and Defense Mobilization. 
Since a sizable portion of the activities of BDSA relate to its mobili- 
zation responsibilities, this estimate is substantially below that which | 
this committee has been accustomed to reviewing in the years gone 
by. Of course, the OCDM budget will make provision for continu- 
ance of this very important work, 

Apart from their mobilization functions, the 25 industry divisions 
of the BDSA, staffed with experts in given commodities, and cov ering 
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the major portion of the industrial | economy, develop much basic f 
economic intelligence for both government. and industry. These di- 
visions serve as the focal point for the development of cooperative | 


programs between government and industry. The two-way flow of 


information helps to strengthen the national security. It advances | 


economic progress through keeping the Government informed on de- 


velopments and problems i in the business field. It provides business | 


with a better understanding of Government programs and issues of 
public concern. 

Faced with such major economic problems as the Soviet trade 
offensive, increased competition in foreign markets, and continuous 


technological changes, there is a growing need for more compre- [ 


hensive reliable infor mation on basic economic and industrial sub- 


jects for use in measuring the impact of imports on the domestic 
economy and mobilization ‘base. BDSA, as its contribution to these } 


major national problems, conducts, on a worldwide basis, economic 
and industry studies of major commodities and products, production, 
distribution, uses, trends, and outlook. 


In addition to the activities of BDSA’s industry divisions, other im- 
portant and significant activities are carried on in the field of mar- [ 


keting and dist ribution data and the dissemination of technical, scl- 
entific, and engineering information to American business and in- 
dustry. 


BDSA is the focal point in the Federal Government for handling | 


State and community requests for unemployment and economic dis- 
tress problems. A small increase over the present level is requested 
for this latter activity. Funds are also included to conduct. the study 


required of the Secretary by the Postal Policy Act of 1958 (Public | 


Law 85-426, May 27, 19: 58). 
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It is believed that, in considering the programs and ‘activities of 
ed tof =;DSA designed to strengthen national economic progress and secu- 
> are} ity, we must be continually aware of the extreme interdependence 
f the} of the many factors contributing to our national strength. The ac- 
Con- | tivities of BDSA’s industry divisions and staff offices necessarily must 
_ parallel in the interrelation of their operations the basic structure of 
plane | interdependence found in our industrial, scientific, and military fabric. 
ying The foregoing activities are represented in the field by 33 offices 
tates. § which have a dual responsibility: (1) to gather information at the 
request of the primary units of the Department, and, (2) to deal with 
the business public with all programs of these units. Their work 
re, _ is divided into two main categories—domestic commerce as it per- 
f tains to the functions of BDSA, and foreign trade information sup- 
neral | Plied by the Bureau of Foreign Commerce. 
a 
* mo- 
aa BUREAU OF FOREIGN COMMERCE 
Die . The next activity is that of the Bureau of Foreign Commerce. 
) - 


A strong and growing national economy requires the continued ex- 
‘hich | pansion of U.S. international trade, investment, and travel. We must 
fone; continually build markets abroad for our products. High levels of 
tinu- | production require the expansion of imports needed by the economy. 
Mutually profitable trade among nations of the world is also essential 
to the attainment of our foreign policy objective—a peaceful and more 
prosperous world. 
hasie f The announced program of the Soviets to carry out trade expansion 
edi-f is a serious challenge and disrupts sound trade patterns—private en- 
ative | terprise must meet this challenge. 
w of It is the responsibility of the Bureau of Foreign Commerce to pro- 
inces | mote the international commerce of this country. To assist American 
n de-F  husiness by publishing opportunities for investment in foreign coun- 
Iness | tries; effectively represent the interest of the United States in nego- 


sions 
ering 


es of|  tiations for the reduction of foreign barriers to U.S. commerce and 
provide essential! services in the development of U.S. Government poli- 
rade! cies dealing with international trade, travel, and investment. 
engl The budget for fiscal year 1960 includes some increases for ex- 
ip anded services. The expansion, in my opinion, is necessary if we 
sub-F intend to keep pace with the changing economic conditions caused by 
este | increased competition. 
these The expanded services will: Provide foreign market research data 
‘omic | of greater value; expand services in the promotion of international 
‘tioN, | travel; send trade and investment missions to more key areas; assist 
more prospective foreign investors and provide more services to in- 
rim) vestors on specific peghienhes bring information and background on 
mar- | foreign trade and investment to more businessmen by conducting semi- 
» SC | nars in U.S. industrial centers; develop more information essential 
1 im-} to the expansion of international business in published form; set up 
trade information centers at trade fairs in foreign countries to assist 
Hing U.S. businessmen in expanding their international businesses; and 
me provide needed additional staff support for U.S. foreign economic 
ested | policy development. 
vues Funds requested for the export control activity in the Bureau of 


Foreign Commerce are 12 percent below the present fiscal year. 
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This reduction is possible, primarily because of recent cutbacks over 
exports of some commodities to friendly destinations. The cutbacks 
resulted in some diminution of wor kload, and thus we have a reduc- 
tion of 43 positions. 


OFFICE OF BUSINESS ECONOMICS 


The next activity is the Office of Business Economics. 

In any presentation as to matters of national economy, whether 
the spokesman be in Congress, the executive branch, business, indus- 
try, labor, et cetera, he is likely to use some measure, analysis, or 
statistic which emanated from our Office of Business Economics, 
While interpretations of economic trends may differ as between the 

various proponents and exponents, there is rarely heard any ques- 
tion as to be the integrity of the economic data issued by OBE. 
Jistead, frequent comment is noted and requests are received to extend 
and refine the data. 

OBE provides key information toward analysis of the business 
situation, the factors which brought on an existent condition, and 
some measure of probable developments. Basic measures of the na- 
tional economy and current analyses of short-run changes in the 
economic situation and business outlook are made, including condi- 
tions of the national income, gross national product. the balance of 
international payments, and general research on the functioning of 
the economy. All of these important functions are carried on by a 
small organization—the smallest principal organization unit in Com- 
merce in terms of numbers of personnel and dollars. 

Last year, this committee allowed OBE additional funds for im- 
provement of national income and product data, for improvement of 
computations of the balance of international payments, and to con- 
tinue a vital study of U.S. investments in foreign countries. Solid 
achievements have been realized. In the field of national income, a 
project for developing quarterly estimates of the gross national prod- 
uct in constant dollars has been completed. We now have quarterly 
series in current dollars as well as in dollars adjusted for changes in 
the price level. A survey of U.S. foreign investments has been un- 
dertaken. Improvements and refinements in other economic data 
have been made. 

Coming to this organization as I have from the outside, coming 
from an organization where we have used numbers of economists 
both in Government and in business, I would like to pay a compli- 
ment at this time to Mr. Meehan and his staff that IT think they do 
an extraordinary job. If I say this next year, I will be talking about 
people with whom I have been working. I feel I can now savy it as 
a disinterested party so to speak. 

We need to continue striving for additional factual data. To the 
extent that we can continue narrowing the gaps in this data, better 
understanding of significant elements in the national economy will 
be attained. The budget proposal for 1960 seeks this goal in the 
form of expanding the present system of national income accounts 
so as to identify the real net ni itional product by industry of its 
origin, to broaden the data on purchases and sales among major 
industries, and to refine data on savings and investments by broad 
economic groups. We are also providing funds to complete in the 








ver 
acks 
luc- 


ther 
dus- 
. or 
11¢s. 
the 
ues- 
BE. 


‘end 


ness 
and 
na- 
the 
ndi- 
e of 
o of 
DY a 
‘om- 


im- 
it. of 
con- 
solid 
1e, a 
rod- 
erly 
Ss In 

un- 
data 


ning 
nists 
ipli- 
vy do 
bout 
it, as 


the 
atter 
will 
the 
unts 
f its 
ajor 
road 
the 


| 
| 


| ptm peewee reo 


RR 


a ae 


eee 


1 RE ET ST = 


ee anal 


~ 


coming year the comprehensive survey on private investments in 
foreign countries which was initiated this year. 


MARITIME ADMINISTRATION 


The next activity which I would like to take up is the Maritime 
Administration. 

The Maritime Administration estimates will provide for the con- 
struction of a substantial number of ships as part of the continuing 

ship replacement program, and funds to continue the payment of 
operating-ditlerential subsidy to the oper ators on a current basis. The 
amount requested for operating subs idy is the same as that required 
for the present year. In reviewing the needs of the merchant marine 
which provides subsidy ror the cons: ruction and operation of ships 
to carry on our foreign trade along the essential trade routes of the 
world, it has become increas ingly a pEnaer ae the national mari- 
time policies, which were est: ablished 2 3 years ayo in the Merchant 
Marine Act, require a reappraisal both as pi adequacy and need. 
The act established policies to foster the development and encourage 
the maintenance of an American merchant marime sufficient to Carry 
its domestic waterborne export and import foreign commerce on all 
essential trade routes at all times and to serve as naval and military 
auxiliaries in time of war or national emergency, and required that 
the ships must be built in American yards and must be manned by 
sa "aw citizens. 

ie bulk of the vessels of our merchant marine were built during 
the » years 1942 to 1946, and the act normally required that they be 
replaced in 20 years. Policies on replacement, subsidy, the manning 
ind training of citizen personnel, safety, loans for operators’ share 
of costs, assurance of mortgages, and also insurance of mortgage loans 
have all been established. 

Study after study and investigation after investigation have been 
made, and problems have become compounded. It is apparent that 
& reappra tisal of these studies and investigations needs to be made 
ona broad scope, and we intend to make it now. We must establish 
new and definitive policies on such questions as: the realistic and 
economic lifespan of merchant ships before being replaced; the 
composition of the American-flag merchant fleet in relation to national 
defense needs: the pattern of tr: sade routes to be served and the num- 
ber of ships as needed to serve these routes; and finally the 
extent to which the Government should subsidize their construction 
and operation. 

These are by. no means all of the problems to be reviewed and 
which we intend to study, but they are the problems which influence 
primary financial aspects and of policy v determinations. I earnestly 
solicit the assistance of the C ongress in aiding us in the establishment 
of new national policies and guidelines which can be put into effect 
as quickly as possible. 

The salaries and expenses estimate includes not only the adminis- 
trative expenses for the Maritime Administration and Board, but also 
the expenses incident to maintenance of our National Reserve Fleet, 
our warehouses which house the supplies and equipment to be used 
in the activation and repair of vessels in the reserve fleet, and Gov- 
ernment-owned shipyards maintained in a standby or reserve status. 
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We, in collaboration with other oer units of the Government | 
have reappraised our policies regarding the economic and practical | 


feasibility of spending additional funds to preserve a great number 


of vessels in the reserve fleet as well as the maintenance and retention ; 
of the standby shipyards. That appraisal has led to the decision | 


that preservation of most of the old Liberty-type vessels be discon- 


tinued and periodically they be sold as scrap, and that the reserve 


shipyards should no longer be maintained nor retained. 


We have already discontinued the preservation work on approxi- [ 


mately 1,000 old, slow World War II Liberty ships, and steps are 


being taken to declare the shipyards surplus to our foreseeable needs. | 
The result, as you will note, is a substantial decrease in our fund 


requirements for these activities. 


The training of young men to become officers of our merchant ves- | 


sels has, through recent legislative action, placed a permanent respon- 


sibility upon the Federal Government to maintain and operate a | 


U.S. Merchant Marine Academy and to give much greater financial 
assistance to the four State-operated merchant marine academies. 
At the U.S. Merchant Marine Academy, programs providing for 
increases for maintenance and repair, replacement of dbashete equip- 
ment, and increase in allowances for uniforms and textbooks are 
being requested. It is my understanding that some of the members 
of this committee are familiar with our problems and needs at the 
Academy. At the State academies, the increased allowances for the 
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first time are in accordance with the newly enacted legislative intent, | 
which increases the amount of grant to each State academy and to | 


each student attending the academies. 


PATENT OFFICE 


Next comes the Patent Office. 
The Patent Office is presently engaged in a multiple-year program 
to get its work on a current basis. To do this, it must carry through 


to completion a plan to reduce its backlog of pending patent applica- | 


tions to a reasonable level, to modernize the patent classification sys- 
tem, and to mechanize, insofar as practicable, the patent search 
process, 

Inventive activity in the American economy continues at a very 
high level. This is reflected in the number of applications filed in 
the Office, which are being received at a rate of about 77,000 per 
year. With the resources to dispose of an estimated 85,000 applica- 
tions during 1959 and, under this request, 92,000 in 1960, it is evident 
that the Office is making steady progress in the reduction of its 
backlog. It is estimated that the backlog will stand at 199,000 at the 
end of fiscal 1959 and at 184,000 at the end of fiscal 1960. These 
levels compare with the ultimate goal of 100,000 estimated for a cur- 
rent condition of work at the conclusion of the multiple-year 
program. 

Although a degree of backlog reduction is being achieved each 
year, there is a definite need for continued support of this effort over 
a period of years until a condition of currency is reached. With the 
most difficult period of staff buildup of the last several years now 
over, the Patent Office has the potential for a most productive period 
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of backlog reduction, provided that the required financial support is 
made available. The stimulus provided by our expanding economy 
demands that the services of the Office be expanded and improved 
without diminishing the quality of its work. 

The basic statutory patent fees have not been increased since 1932. 
Legislation is now pending (H.R. 2739 and S. 494), which, if enacted, 
would add about $3,500,000 a year to the general revenue of the 
Treasury. 

I would say parenthetically there, Mr. Chairman, that having been 
chairman of the Atomic Energy Committee and having for years 
before that been active in research in the Navy—and the Office of 
Naval Research was established at my suggestion—I cannot too 
strongly emphasize the importance to the national defense, as well as 
the national economy, of a strong Patent Office. 


BUREAU OF PUBLIC ROADS 


The Federal-Aid Highway Act of 1958 provided additional au- 
thorizations for the Interstate System for the fisca] years 1959, 1960, 
and 1961, and, for the primary, secondary, and urban systems, a 
special authorization for fiscal 1959 and authorizations at a higher 
level than previous years for fiscal 1960 and 1961. In addition, the 
act authorized and directed the Secretary of Commerce to apportion 
the entire 1959 and 1960 authorizations without regard for the suf- 
ficiency of the highway trust fund to defray required expenditures. 

As a result of these developments and the excellent progress made 
by the States in prosecution of the Federal aid program, there will 
be a substantial increase in expenditures during fiscal year 1960. The 
effect of this increase will be to bring about a deficit in the highway 
trust fund of $241 million at the end of fiscal 1960. For the first 9 
months of the current fiscal year actual expenditures have been $150 
million greater than estimated. 

The budget for fiscal year 1960 includes an item of proposed legis- 
lation providing for a temporary motor fuel tax increase of 114 cents 
per gallon commencing July 1, 1959, and ending June 30, 1964. While 
this temporary tax increase will provide financing for apportionments 
to date and for the 1961 and 1962 authorizations, to be apportioned 
about July 1959 and July 1960, respectively, we must develop a long 
range financing program for completion of the Interstate System. In 
January 1961 the Secretary of Commerce is expected to submit to 
Congress two fundamental reports required under existing highway 
legislation. One report will present the latest detailed estimate for 
the cost of completing the Interstate System. The other will present 
findings and conclusions regarding the equitable distribution of Fed- 
eral highway taxes. It is believed that these two basic reports will 
be of valuable assistance to the Congress in its consideration of the 
revenues and financing which will be necessary to complete the Inter- 
state System as originally planned. 

Other legislative proposals contained in the budget would retain in 
the general fund taxes on aviation gasoline that presently go into the 
highway trust fund, and finance the forest highways and public lands 
highway programs from the highway trust fund. 
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NATIONAL BUREAU OF STANDARDS 


Next is the “National Bureau of Standards.” 


My remarks about the National Bureau of Standards will be brief, | 
but I hope that such brevity will contribute to conveying my feeling } 


of the importance of the work of this agency and the urgency of its 
need. The Bureau is a cornerstone of this N: ation’s scienve and 


technology. It serves research in all of the country’s laboratories and 


experimental facilities by leadership in measurement, instrumenta- 
tion, and standards. It does for scientists what they cannot do as well 
for themselves; it gives them basic data on the properties of materials, 
gives them new techniques and instruments re making critical meas- 
urements, and gives them points of reference against which all their 
own experiments and studies may be made reliable and consistent. It 
does for technologists what they cannot do as well for themselves: 
calibrates their master standards to insure prec ise production; gives 
data on new materials; develops methods of tests and analysis: and 
distributes standard samples against which processing may he con- 
trolled. 

I am sure that the members of this committee know of these im- 
portant relationships, but I thought it a necessary preliminary 
to understanding the urgency of the current budget request. The 
Bureau is in strong need of program strengthening. Almost all of its 
divisions and sections need substantial bolstering. I want to call 
your attention to the six very critical areas mentioned on page 1117 
of the Bureau’s submission, You have already nape to get one of 
these areas started by earmarking funds last year for high tempera- 
ture research. The other areas mentioned equally merit your atten- 
tion. I would also like to mention here the Bureau’s very strong need 
for new and modernized research equipment. Tf the Bureau is to pro- 
vide the leadership which is so positively demanded of it, it must 
renew its equipment and make itself capable of undertaking the high- 
est measurement research it can. 

I should also like to state my recognition of the fundamental rela- 
tionship of Bureau programs to the Nation’s industrial productivity. 
The Bureau is an essential link in translating research results into 
meaningful data for industrial application. This relationship makes 
the Bureau strategically important in the current challenge of the 
Russians for world markets and industrial productivity. The Bu- 
reau, as much as any agency of the Government, must be strengthened 
to meet this challenge. The current budget represents, therefore, a 
step in the direction of maintaining America’s industrial superiority. 


WEATHER BUREAU 


Tn recent weeks much has been said and written about the weather 
satellite that has been sending back meteorological data. The 
Weather Bureau scientists have told me that one of the first practical 
henefits which the man in the street will receive from this and future 
satellites will be the increased protection he will receive from better 
storm warnings. Weather satellites mark the beginning of a new era 
in meteorology. Of course, it will take some time to develop the tele- 
metering communication arrangements needed to get the data from 
these weather satellites, in the form that can be readily translated into 
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weather forecasts, but I am happy to inform you that the Weather 
Bureau is actively engaged in this new and promising field of weather 
research. 

Yet, important as these weather satellites are in the future of 
weather forec asting, equally impressive advances are being made in 
other phases of the Weather Bureau’s work that will bring about still 
further protection against the effects of weather elements in every 
area of the United States. To mention a few: weather search radar, 
which will greatly improve our warnings against hurricanes, torna- 
does, and flash floods; automatic weather stations to provide continu- 
ous watch of the changing weather day and night: improved 
communication facilities to speed vital weather information to mil- 
lions of users; high-speed data-processing machines to provide 
weather information in the most useful forms for agriculture and 
industry; electronic computers that promise more accurate forecasts 
and for longer periods ahead; and promising results from intensified 
research programs that bring about a far greater understanding of 
the ceaseless motions of the 5 billion cubic miles of air surrounding 
the earth. 

For the coming fiscal year the Weather Bureau—for all its services 
throughout all States and possessions—is requesting $48,855,000 for 
“Salaries and expenses,” and $3 million for the “E stablishment of 
meteorological facilities.” In addition to carrying forward current 
service programs to all segments of our economy, these funds will per- 
mit the Weather Bureau to: (1) Strengthen present weather services 
provided aviation; (2) continue the national hurricane research pro}- 
ect; (3) carry out certain civil ay al functions previously 
performed by the De partment of Defense; (4) operate and maintain 
new meteorological equipment being installed in fiscal year 1960; and 
(5) modernize and replace obsolescent meteorological equipment and 
facilities. 

I have carefully reviewed the Weather Bureau’s plans for the 
coming year and find the above estimates are the minimum amounts 
required to carry out its responsibilities to all our citizens. I there- 
fore strongly urge your favorable consideration of this request. 


SUPERLINERS 


And then I have still a little more, Mr. Chairman, as what you might 
eall an addendum which I would like to present to the committee. 

The first matter is “Superliners.” This matter has been under study 
and negotiation for some time and it has not as yet been resolved. 4 
primary point of difference is the method of finance and the costs of 
financing two vessels of this special character. The superliner bill 
prov ided only for construction by the Government under section 502 
of the Merchant Marine Act and sale to the ship operators at a fixed 
price without regard to the prevailing construction subsidy rate, and 
also for repayment to the Government of a 75 percent mortgage at 
314 percent interest. At the time the bill was ate the President did 
so with definite reservations as to Government financing. He also rec- 
ommended that since private financing at that time appeared to be 
comparable with Government financing that the private finance 
method be used. 
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I have already advised another committee that, if in view of funds 
available the Department of Defense should give these two superliners 
the required priority, we would be in complete agreement from a com- 
mercial point of view, if private financing is arranged. We agree that 
the new vessels would in the long run benefit the national economy, 


Their construction would not have an immediate influence on em-f 
ployment. This resolves itself into a question of priority with regard | 


to the availability of Government funds and of demands upon them. 
I can assure you, gentlemen, that the matter is alive and is being 
seriously studied with the hope that it be equitably negotiated. 


VOYAGE LIMITATION 


I should like to make a report on voyage limitation. _ 
The voyage limitation established by Congress for fiscal year 1959 


~ 


is for a maximum of 2,225 voyages. 


This year we are taking a hard look at the continuing upward spiral | 
of subsidy costs and have tentatively held the line while studies are 


being made in the Department, and I understand, are to be made by 


interested congressional committees. The limitation of 2,040 voyages} 


requested for fiscal 1960 will provide for all of the present operators 
and the operations planned for the Great Lakes and St. Lawrence 
Seaway. This does not mean, of course, that we are prejudicing the 
prerogatives of the Federal Maritime Board to consider and approve 
additional applications, and which they are now doing. 

If and when the Board does approve applications for additional 


voyages, we will give serious consideration to amend our request to} 


include them. 
NUCLEAR PROPELLED VESSELS 


Then the next one that I would like to mention is additional nuclear 
propelled vessels. 

As of this time, no new authorizing legislation has been enacted, 
nor is it felt necessary. Rather, I believe that it would be well to 
wait until we gain experience from operation of the NS Sawannah. 
This does not mean that we are at a standstill. We are far from it: 
research on improved reactors: the introduction of nuclear-powered 
merchant ships into normal channels of foreign and domestic com- 
merce to users and minimize potential environmental hazards in the 
major ports of the world: and development of shore facilities to 
handle nuclear-powered vessels are all going on at a rapid pace. | 
believe, then, that when we are further along in our progress, funds 
for additional nuclear-propelled vessels will be requested. 


AVIATION WEATHER 


And the last activity that I would mention, Mr. Chairman, is avia 
tion weather program as a general question. 


The civil aviation industry is growing extremely rapidly. New 


developments that have increased the speed and altitude at which 
planes are flying have also created a demand for equal advances in 
such services as weather information, communications systems, and 
traffic-control techniques. 
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The Weather Bureau’s budget for 1960 proposes an increase of 
about $7.7 million. Virtually all of this amount will be used directly 
to improve the services toaviation. It will provide much of the equip- 
ment. needed to translate raw weather information into a useful form 
for pilots and dispatches. It will also provide 24-hour service at 
those airports where the traffic is sufficient to warrant it. If the full 
amount is approved, a significant stride can be accomplished toward 
meeting the needs of the industry. 

That, Mr. Chairman, concludes my statement, and I would like to 
thank you for permitting me to complete it. 


1960 BUDGET ESTIMATES 


Mr. Presron. Mr. Secretary, this budget was prepared before you 
were appointed, was it not? 

Secretary Srrauss. I think it was substantially prepared, sir, but 
I would not want to disclaim responsibility for it, if there are any 
items you want to criticize since they have been discussed with me, 
and I am prepared to defend them as sound. 

They will be developed in detail by my colleagues who are more 
familiar with them than I am. 

Mr. Preston. That is what I wanted to know, whether you would 
defend them. You, like the President, also want to balance the 
budget ? 

Secretary Srrauss. I certainly do, sir. 

Mr. Presron. And a summary of your budget reveals that you are 
asking for 841 new positions in the Department of Commerce; is that 
correct, Mr. Secretary ? 

Secretary Srrauss. That is correct, sir. 

Mr. Presron. This makes it increasingly difficult to balance the 
budget, does it not? 

Secretary Srrauss. I recognize that any increase that any of us 
comes up with—any of the departments—provides you with that 
problem. Nevertheless, these have been discussed with the Bureau 
of the Budget, and we come to you with their approval. Mr. Moore, 
you will correct me if I make any statement that is not correct. 

Mr. Moore. If you do. 


TRANSPORTATION STUDY 


Mr. Preston. Just reviewing your statement briefly, I note you 
made reference to the transportation study. Mr. Secretary why is 
this study being made in your office rather than in the Office of the 
Under Secretary ? 

Secretary Srrauss. It is being actually made in the Office of the 
Under Secretary. 

Mr. Preston. The Under Secretary for Transportation ? 

Secretary Strauss. The Under Secretary for Transportation. The 
organic act which established the Department of Commerce in lan- 
guage, which I should be able to quote to you precisely but cannot, 
establishes the Department as the principal adviser of the President 
on matters of transportation, among its other duties, but just as vari- 
ous officials of the Department are assigned specific functions, so the 
Under Secretary for Terneneriallion has this one. 
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Mr. Preston. I was under the impression that it was not going tof 


be made in his office. 
Secretary Strauss. Oh, no, sir. 


Mr. Preston. I may say that the Under Secretary has made no J 


complaint about that. It is our own complaint on this side of the 
table, Mr. Secretary. 

Secretary Srrauss. I think he ought to speak to this point, Mr. 
Chairman. 

Mr. Presron. Off the record. 

(Discussion off the record.) 

Mr. Preston. Back on the record. 

Secretary Srrauss. I see your distinction. It is as to where the in- 
dividuals are stationed for payroll purposes. Is that the point? 

Mr. Preston. Yes, sir. 

Mr. Srravss. I did not make the fine distinction that I think you 
and Mr. Flood made off the record, but these are people who will be 


working directly under and with Under Secretary Allen and with | 


me. 

Mr. Preston. It seems to me that if the Transportation Depart- 
ment of the Department of Commerce is to be as efficient and as ef- 
fective as it should be that this study should be made in Mr. Allen’s 
office for their general benefit and experience. 

Secretary Srravuss. I appreciate that, and I am not setting.up any 
people duplic ating his staff. 

Mr. Fioop. If the chairnian will AY ield there. 

Mr. Preston. Yes. Mr. Flood. 

Mr. Fioop. I am still not clear. I am clearer as to the distinction 

that you have made against what my thinking was, but I still, based 

on my understanding of that distinction, am not clear as to why there 
would be any responsibility in the Secretary’s Office, since the work 
is to be done in the Under Secretary’s Office. What difference does it 
make ? 

Secretary Srravuss. I am unable to see what difference it makes 
unless it is from a standpoint of forming a work unit. 

Mr. Moore. We made it that way. 

Mr. Froop. Of course, you understand that does not impress me. 
The fact that you made it that way leaves me cold. The Under 
Secretary’s duty is very clear. We are all very pleased with it. You 
are quite proud of the idea, and T am, too; but now that you have 
given birth to the Under Secretary, why do you not leave him alone? 
We are all fond of Mr. Allen. Why do you not leave him alone? I 
understand what you said this morning, Mr. Moore. 

Secretary Srrauss. Since ore meee the Under Secretary for 
Transport: ition and the other Under i ditaiion and the Assistant 
Secretaries report to me and through me report to the Congress and 
to the President, it is a matter of complete indifference where these 
people are, which was your view. I have not the slightest concern. 

Mr. Preston. That answers the question, I think. 

Mr. Srravss. Thank you, Mr. Chairman. Thank you, Mr. Flood, 
for raising the point. 

Mr. Froop, Thank you, you have just made your point. 
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Mr, Presron. Now, Mr. Secretary,.as.you know, one of the major 
bureaus in your Department is the Maritime Administration. I be- 
| lieve you are requesting funds for the replacement of 14 ships in this 
> budget. 

f Mr. Moore. That is, as I understand it, correct. 
, Mr. Mr. Nretson. That is correct, Mr. Chairman. 


15 
REPLACEMENT OF SHIPS 


Mr. Preston. At the rate we are paying subsidies and the number 
of voyages and the number of companies subsidized, we would nor- 
mally replace 24 ships during the coming fiscal year, is that not cor- 

rect, Mr, Allen? 
2 ar Mr. Aven. I am not sure that that is a constant figure over a 20- 
year period. I think it would be 15. I am not sure of this being 
anormal figure. It depends on the negotiation of the individual com- 


ne TITER yo 


{you | panies as to the method in which they want to build up their fleets 

Il be and particularly to have ordinary services or special services. 

with Mr. Preston. They are bound to replace the ship after 20 years’ 
life, if that is a major part of the consideration for the subsidy ; cer- 

dart- tainly the rate of 14 per year does not keep the program in balance, 

s ef- because the underlying reason for carrying out the Merchant Marine 

len’s Act of 1936 was to maintain an adequate competitive American fleet, 
and ships must. be replaced if we are to do that. 

any | It is my understanding that there should be 24 ships replaced if we 

/ are going to keep this fleet in accordance with the provisions of the 

act and in accordance with the subsidy contracts executed with the 

. operators. 

tion Of course, if I am in error as to the total number, I would be glad 

ased for you to put in the record at this point the number that. should be 

oe repli wed under the terms of the contracts.as they now exist. 

Y ‘ 

es Il VOYAGE LIMITATION 

nukes You speak of the number of the voyages, Mr. Secretary, and you 
sound a note of caution in your statement about the cost of this pro- 
gram, yet you promptly say that if the Board approves additional 

me. subsidy contracts you will be coming back for more ‘voyages. 

ider Just what do we mean by this? I believe the Board has several 

You applications under consideration at this time. 

lave Secretary Srrauss. That is correct. Secretary Allen, would you 

ne! be good enough to respond to this question 

ci Mr. Auten. I think the answer is this: The Congress set a limit 
during the past fiscal year, and it would be my advice, if the Board 

for accepts the normal rate, the assumption is that is the law for this year, 

rant which it is. The recommendation in the budget. request is for a lesser 

and number of voyages. Therefore, following the advice that we did give, 

1ese if the Maritime Board goes ahead in face of the low number in 1960, 

ern. and contracts result in a greater number than the request for 1960, 
we will amend the request up to the number required by our actions 

od, during the rest of this year. It would seem to me, then, it would be 


the function of the Congress to determine what the legal limits would 
be for the next year. 
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Mr. Preston. Here is the problem, though: I believe you have over 
200 voyages unallocated or unused at this point; maybe 250. If these 
voyages are going to be allocated to contract holders, that is one 
thing: but, if you are going to be awarding to new operators, then 
obv iously your limitation that you propose for fiscal year 1960 will be 
entirely inadequate. Are you at this time contemplating the award- 
ing of additional subsidy contracts between now and the end of this 
fiscal year / 

Mr. Auten. I think that the actual awarding would have to be a 
matter for Maritime Board action under the law. 

Mr. Preston. That is true. 

Mr. Auten. If they should do that, then it was our advice that 
they should process what is before them in an orderly way without 
regard to the budget request for the next year. 

In other words, -so long as they are operating during fiscal 1959, they 
should operate under the limitation that Congress put in for fiscal 
1959. 

Mr. Preston. You realize what I am talking about, do you not? 

Mr. Auien. I think so. 

Mr. Presron. That is if these voyages are ct for new contract 
holders between now and the end of the fiscal year, it will, of course, 
involve large sums of money anywhere from-“depeniditig on whether 
they approve one, two, or three companies, from $11 to $20 million 
a year for 20 years, and require asking for an increase in the limitation 
on voyages for 1960. 

You are looking at this thing, Mr. Secretary, with a view toward 
making some determination as to its cost—you referred to the spiraling 
of the subsidy cost. 

Secretary Strauss. That is right. 

Mr. Presron. To quote you, you say you are taking a hard look. 
While you are taking a hard look, it might be well to find out what 
the present thinking i is about opening this thing up wider, to the end 
that we are going to have to pick up the check over here on the Hill, 
or the taxpayers will, for large sums of money for 20 years to come. 
If this study is going on, and I am not sure what the legislative com- 
mittees of Congress are doing about it at the moment, it behooves 
everybody conc erned to be cautious between now and the end of the 
fiscal year. 

When do you think your hard look will be completed and you will 
know the answer / 

Secretary Srrauss. My hard look is, of course, being taken in its 
initial work by Under Secretary Allen and Mr. Morse, and the mem- 
bers of their staff. When they are ready to discuss the matter with 
me, my part of the hard look will not require a great deal of time. 

Mr. Allen, when do you think that this study may be regarded as 
completed / 

Mr. Auten. We are contemplating now that we will get our work 
done in several separate areas beginning i in June, July, ‘and August, 
that those subjects will be in written form by the end of August or 
thereabouts. 

We will then get them all together and try to come up with one set 
of recommendations which are based on an overall look at the trans- 
portation subject and that during October, November, and December,. 
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we will get them in the form of legislative proposals and recommenda- 
tions for executive action. 

That is a schedule that is pretty well in mind, and is pursuant to the 
action suggested by the President in the budget message. 

Secretary Srravss. In other words, it would be ready for action in 
the next session of Congress; is that right ? 

Mr. ALLEN. Yes, sir. 

Mr. Preston. This brings up another question, Mr. Secretary. I 
would like to ask you about this: With the authority that the Mari- 
time Board has to approve applications and enter into contracts, the 
effective control of this program is out of the hands of Congress. 

Claims arising under these contracts are collectible in the U.S. Court 
of Claims. Should Congress set. a limitation or should they deny 
funds to pay the operating subsidies? How do you feel toward leg- 
islation designed to put. the control of the final approval on subsidy 
contracts in the hands of the legislative committee on Merchant Ma- 
rine and Fisheries? 

Secretary Strauss. May I ask a question in that connection ¢ 

Mr. Preston. Yes, sir. 

Secretary Srrauss. Is there any other agency of the Government 
that can commit the Government to the payment of moneys that have 
- been appropriated by the Congress? This is a surprise to me. 

I did not know that that could be done. 

Mr. Preston. This can be done under this program. 

Secretary Srrauss. I cannot say now that I am speaking for the 
administration, but I am surprised that this can happen. I did not 
know that any agency of the Government could commit funds that 
had not been authorized or appropriated. 

Mr. Preston. The question of limitation of voyages may be de- 
batable; but if you put a limitation on voyages, then they cannot ap- 
prove but a certain number of voyages; but if Congress saw fit just 
to disallow the appropriation for the subsidy, the money is collectible 
for all voyages approved by the Board in the U.S. Court of Claims. 
It isa legitimate and valid claim against the Government. 

Secretary Srrauss. Since I believe as a sort of cardinal principle 
that Congress controls the spending of the taxes collected from the 
taxpayers of the United States, I certainly would take a dim view of 
anybody else committing funds unless there are reasons unknown 
to me at the present time indic ating its desirability. 


ONASSIS SHIPBUILDING PROGRAM 


Mr. Preston. I do not know whether anybody here and around the 
table as witnesses today is familiar enough with the facts to comment 
about this article in the Evening Star on Thursday, April 23, 1959, 
with the headline: “Senator Says Onassis Gets $8 Million Gift.” Is 
anybody here familiar with that situation ? 

Secretary Srravuss. I would like to say something off the record, 
Mr. Chairman. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. Back on the record. If this article is accurate, and 
I am not in possession of information to know whether it is or not, 
it is a matter of concern. 
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Mr. Auren. I think that comes out of a committee hearing, a case 
before the Merchant Marine and Fisheries Committee during: last 
year, and as for this one, I am somewhat familiar with the Onassis 
hearings, but I do not. tie up an $8 million gift with any action that 
was taken by the committee. 

Mr. Preston. I am not referring to the Bonner committee. IT am 
just referring to this article, and perhaps I should read it. Did you 
read it, Mr. Secretary ¢ 

Secretary Srravss. No, sir. 

Mr. Preston. The article reads as follows: 


Senator Williams, Republican of Delaware, today said Aristotle S. Onassis, 
wealthy Greek-born shipowner, would get an $8-million windfall in a contract 
signed with the U.S. Maritime Administration. 

Under the agreement three large tankers are to be built at a cost of $51 
million at a Quincey, Mass. yard. 

Senator Williams told the Senate that not only does the contract give Mr, 
Onassis a windfall, but the Government is being used to guarantee 87% percent 
cf the construction costs. 

The windfall, Senator Williams said, grew out of an earlier deal under which 
he asserted Mr. Onassis got a $20-million advantage from the Maritime 
Administration. 

The agency permitted this, Senator Williams said, by allowing Mr. Onassis 
to transfer to foreign registry 14 ships he bought from the U.S. Government. 
Their earning power was much greater under foreign registry, Senator Williams 
continued, because lower wages could be paid the crews. 

But, he said, the administration justified this on the ground that Mr. Onassis 
had agreed to build the three huge tankers in American shipyards. 

The agreement, Senator Williams said, was that Mr. Onassis would build the 
new tankers without any U.S. aid and that they would be controlled hy American- 
owned companies. 

In the event the contract was forfeited, he said, the United States was to 
collect $8 million from Mr. Onassis. 

But, he said, the maritime agency now has waived the $8 million and Mr. 
Onassis is to get aid on the construction. 

This, in effect, is an $8 million gift to Mr. Onassis, Senator Williams said. 

The Delaware Senator, frequent critic of Government shipping deals, said 
the Maritime Administration seeks to justify the contract “as being in the best 
interest of the American taxpayers by emphasizing that the three tankers will 
be operated by American citizens under the American flag.” 

Senator Williams disputed that the controlling company is American owned. 

If this article is accurate, it would seem there have been several 
crimes committed. First of all, they should never have permitted 14 
American borne vessels to go under foreign registry to compete with 
the American merchant marine. That I think was the greatest mis- 
take that was made, and then too they certainly should not have 
backed down from the $8 million penalty provision and after the 
guarantee of the 87 percent of the construction cost of the vessels, I 
see where we have no assurance that Mr. Onassis will not promptly 
put them under foreign flags. ; 

Secretary Srravuss. Mr. Chairman, may I make this suggestion. I 
have great respect, as I am sure you have, for Senator Williams and 
he would not. make an idle and unsupported statement. This, how- 
ever, is not official. 

Mr. Preston. No, sir; it is not. 

Secretary Srravuss. It may or it may not be accurate, and since no 
person here is able to give us a detailed and categorical explanation of 
this article, may I supply by letter for the record what T have to give 
you to use as a precise account of the transaction to which this refers? 
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Mr. Preston. Yes, that will be agreeable. I do not pretend to say 
that these facts are accurate. I just did not know. 

Mr. Fioop. I might add, Mr, Chairman, I read that article, and I 
sent it to the Congressional Record to see if it was a speech on the floor. 
It is a speech on the floor of the Senate by Mr. Williams. I have the 
speech. 

Mr. Preston. We need to have some explanation. 

Secretary Srrauss. It will be furnished. Secretary Allen, would 
you get that at the earliest possible moment ? 

(The information requested follows :) 


THE SECRETARY OF COMMERCE, 
Washington, D.C. 

Hon, PRINCE H. PRESTON, 

Chairman, Subcommittee on the Department of Commerce and Related Agencies 
of the Committee on Appropriations, House of Representatives, Washington, 
D.C. 

Dear Mr. CHAIRMAN: Pursuant to your request on April 29 on the occasion of 
my appearance before your subcommittee regarding our budget estimates for 
fiscal 1960, the following information is being supplied on the Onassis shipbuild- 
ing matter. 

The Onassis program represents contracts for $51 million for supertankers by 
Victory Carriers, Inc., an associated Ameriean corpgration, and also represents 
7,140 man-years of labor for ship construction. It will also provide at least 20 
years of employment for American seamen. At the time this program was 
initiated there was practically no shipbuilding in American yards and the ship- 
yards are presently approaching a similar depressed situation which this pro- 
gram will help alleviate. 

In consideration for this building the Onassis interests were permitted to 
transfer some T2-type tankers to foreign flag in order to help finance the new 
ships. The transferred ships have 19 years or less of life remaining, can no 
longer operate economically under U.§, flag and are close approaching obso- 
lescence on a Competitive basis even under foreign flag. Many of this type are 
idle at the present time. The more than equivalent tonnage being built to re- 
place these vessels wili be larger, faster, and have a full 20 years of life remain- 
ing under the American flag. 

The Merchant Marine and Fisheries Committee, House of Representatives, has 
carefully reviewed and has been kept advised of all the pertinent details in 
this transaction. Mr. Zelenko, in particular, has taken a personal interest in its 
progress. The Maritime Administration has attempted to keep them advised of 
the mutually equitable conclusion to which they have arrived with the Onassis 
interests. 

The applicant, an American citizen corporation, is being afforded Government 
aid to assist in the construction of these ships under terms and conditions no 
more favorable than those afforded to the many other citizens who have received 
guarantees under the authority of our statutes. Victory Carriers, Inc., the 
building company, is a U.S. citizen corporation, 75 percent owned by the Grace 
National Bank of New York, under a trust agreement dated August 10, 1955. 
The beneficiaries of this trust are the American-born children of Aristotle S. 
Onassis. The first preferred mortgage will assure the continued registration of 
the new vessels under the American flag and under American ownership since 
the mortgages will provide that as long as such mortgages are outstanding the 
vessel..shall remain documented under the laws of the United States. 

The:many details of agreement have been worked out by the Maritime Ad- 
ministration with the Onassis interests and checked with the Justice Department 
to insure that the rights of the United States are completely protected. 

I trust that the above will be of interest and assistance to you and your 
subcommittee. 

Sincerely yours, 
(Signed) Joun J. ALLEN, JR., 
Secretary of Commerce for Transportation. 


Mr. Auten. I might say that is the subject of the Bonner commit- 
tee hearings. It has a complete set of hearings there. I believe there 
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is a report, and a continuing examination of the subject by the Mer- | 
chant Marine and Fisheries Committee. 

Mr. Bow. Will you yield, Mr. Chairman? I believe this whole 
matter has been gone over by the House a year or more ago, and it just 
seems the other body has just caught up to it. I think there is a hear- 
ing and a report on it. 

Mr. Preston. It could be, and if that is the case, we will get the 
report and look at it, but I mentioned this as it appears there should 
be more legislative control. 


STATES MARINE APPLICATION FOR SUBSIDY 


Mr. Suetiey. I do not know whether to ask the Secretary or the 
Under Secretary, Mr. John Allen, a former colleague with whom I 
had the pleasure of working on many, many basic maritime laws. Mr. 
Allen, what is the status of the States Marine application for subsidy 
at the present time? 

Mr. Auten. I would prefer an up-to-date appraisal, but my under- 
standing is three applications are pending, of which States Marine 
is one, and Orient is another, and I have forgotten who the third ona 
is. Those three are pending, and makes it possible to be acted upon 
during this fiscal year. 

If they are brought before the board in readiness for final action, 
they will act in the normal course, with the advice thus far given 
that they should be within the voyage limitations as they are in the 
fiscal year 1959. 

Mr. Suetiry. Having worked on the Merchant Marine Committee 
with you, for 6 years, Mr. Allen, and having worked with you in 
many of the things we tried to do, I know that I am asking a question 
of a gentleman who knows something about the merchant marine and 
the problems involved therein. 

On my trip to the Far East last year a comment was made while I 
was visiting a shipyard that provoked some inquiry in my mind—as 
I understand the law to receive an operating subsidy, the applicant 
must be an American company with no foreign entanglements and 
no foreign ships either directly or indirectly under their control or 
operation or even agency. While I was out there, I visited 10 ship- 
yards—I might interject, I did not see an idle way in a single ship- 
yard in Japan in an ree, large yard with something like 21,000 
employees, I saw three beautiful ships, one on the way, one in the out- 
fitting dock, and one being provisioned and its engines being tested. 

The assistant general manager said, “These are for States Marine.” 
T said, “What do you mean?” 

He said, “For one of their companies, and they are going to be 
under the Panamanian or Liberian flag.” 

This created a query in my mind as to this situation. 

Mr. Aten. I think, in the first place, the Maritime Administra- 
tor is fully acquainted with the law and fully intends to stay within it. 

Mr. Suetxey. I will not quarrel with that. 

Mr. Auten. The second thing is that I think he will require com- 
plete proof that there is no violation of the law in the awarding of 
any subsidy program money. I do think that the people who write 
articles use their language rather loosely, just as the Oceanic is sub- 
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sidized and referred to as Matson. We cannot have a domestic car- 
rier subsidized—I think the legal significance of the provision, of 
course, requires them to look to see that any award to States Marine 
is made with the complete proof that w hen the award is made, they 
have no alliances or agencies that are contrary to the law. 

Mr. Suettey. Now I| come to my final question on this point: not 
assuming that. these statements are true or untrue, but just that they 
are there, and this statement was made to me: if they happen to be 
true and States Marine divests itself from all these holdings, of 
all these interlocking connections, and becomes a strictly American 
company, would that r be a nec essary step on the part of the applicant 
before any application concerned would be seriously considered by the 
Board. Of es I mean all other things being equal. 

Mr. Auten. I do not know that that is the only thing, if it is cor- 
rect that there are no other things in the way of finalizing their 
qualifications for subsidy contract. But if that were the last thing, 
then obviously they would become a qualified applicant under the law. 

Mr. Suetiey. Thank you, Mr. Chairman. 


FINANCING OF SUPERLINERS 


Mr. Preston. Now, Mr. Secretary, in your supplemental statement 
concerning superliners, you have just about written off any idea of 
the Government financing the superliners, have you not? 

Secretary Srravuss. This year, yes. For this year. 

Mr. Preston. How about subsequent years? 

Secretary Srravss. I would think that if the budget would permit 
in subsequent years, and if there was a priority from a defense point 
of view, that my statement might be reversed. 

Mr. Preston. You say that you have already advised another com- 
mittee that, if in view of funds available the Department of Defense 
should give these two superliners the required | prior ity, you would be 
in complete agreement from a commercial point of view, if private 
financing is arranged. That means that you are not for Government 
financing, does it not 2 

Secretary Srrauss. As a general thing, Mr. Chairman, my whole 
background is that. where priv ate industry will finance’ operations 
instead of the taxpayers that it is in the general interest to do it. 
In this particular matter, it was an administration policy before I 
arrived on the scene. I am simply voicing an administration policy. 
I concur with it, however. 

Mr. Preston. Yes, sir. Nobody will argue with you about the prin- 
ciple of having private enter prise accomplish something rather than 
the Government if it can be accomplished. 

Secretary Strauss. I am glad to hear it. 

Mr. Preston. But it has been determined by Congress and by the 
General Accounting Office, I believe, that it is not economically fea- 
sible to operate these ships at a profit under private financing plans 
because the interest rates have risen so high in recent years. 

Secretary Strauss. I did not know until you informed me that the 
General Accounting Office had made such a find 

Mr. Preston. Is that not a fact? Does an yeeke know? I think 
that is an accurate statement. 





Mr. Auten. Yes. We called on them to make a study as to whether § 
or not the facts submitted by United States Lines were accurate, | 
and those facts were proven up, the figures which the United States f 
Lines gave to the committee were found to be accurate by the GAQ, | 
but I believe the GAO went no further than just to say that the figures 
were accurate. 

Mr. Preston. And the figures that they gave supported their con- § 
tention that they could not be operated at a profit under the private] 
financing plan, is that not true? . 

Mr. Auuen. That was their conclusion. I never came to a com-§ 
pletely similar conclusion, and General Franklin, after having made f 
his proposition to raise the interest rate to be paid to the Govern- 
ment, which would cost them more money. Still apparently it was 
a good deal, even though it would cost them several hundred thousand J 
more dollars. 

I think the estimate was made, but it is an estimate, that in the na-§ 
ture of things the Government financing as against private financing § 
would make | the transaction uneconomic. 

Mr. Presron. Here again we have an example of the executive 
branch of the Government indirectly vetoing the action of Congress, 
Congress overwhelmingly passed this legislation, and now through 
the budget system, the law is nullified. He did not veto the bill, and 
1 am not sure what reservations he has about the financing. 

Secretary Srrauss. I think, Mr. Chairman, that the President 
made a statement at the time he signed the bill on July 15 of last year, 
and unfortunately I do not have it with me, but it laid down thisf 
principle at that time. 

Mr. Sueviey. The statement in effect was that he was signing the 
bill, but he did not. believe in the proposals in it, and that he would 
not request moneys for the building of them unless it was undertaken f 
on a private capital financing plan. 

Secretary Srrauss. Thank you for refreshing my memory. 

Mr. Suetiey. That is the general gist. : 

Secretary Srrauss. That is the substance of it. That is in subf 
stance what it said. It was a very brief message to that effect. 


MARITIME ACTIVITY OF OTHER NATIONS 


Mr. Suetiey. I would like to at this point, if I may, Mr. Chair 
man, comment further that I spent several hours at the office of the 
Minister of Transportation in Japan, and I talked with the man 
agement of several of the major steamship lines of Japan. In their 
very polite way they made it clear that they are back as a strong mart f 
time nation. "There is no denying that by anybody. The Japanes 
have always been good shipbuilders and good sailors. These Japa: 
nese gentlemen said by 1960 or 1961 at the “latest, they will be baek in 
the Orient to California, trans-Pacific passenger trade. They now 
have a great amount of ‘the dry-cargo traffic, and they have plansf 
and programs all scheduled and will ‘make a request of the Diet for 
what they do not call a subsidy but which they call a long-term} 
loan under which I understand the interest rate later is waived and 
at the end of about 50 years, the loan is extended and the interest is 
washed out; so that it is really a more lenient system of support ot | 
subsidy than ours. 
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I recently read that the British are now undertaking to replace the 
Queen Mary and the Queen Elizabeth. Unless we get these replace- 
ments we are going to lose the business and prestige we have had since 
World War II. 

Mr. Fioop. Mr. Chairman, may I say this, in the Defense sub- 
committee it is not generally known in this country or in the world, 
but the second most powerful Navy as far as surface fleets today are 
concerned, is Russia: big, good, powerful surface fleet. I mean heavy 
destroyers, destroyer escorts, light and heavy cruisers. They build 
them faster, and I have it from our Navy construction people that 
certain of their heavy cruisers are equal if not superior to ours. 

There is no question about their ability. The Russian fleet is the 
second great sailing power in the world today, and the Scandinavian 
information is that as a result of this fantastic development of the 
Russian ship construction operations, they have now announced and 
are entered upon a major merchant fleet constructing ship program. 

It is the avowed intention of the Russians to attain superiority 
along that line. 


REAPPRAISAL OF ADEQUACY OF MERCHANT MARINE FLEET 


Mr. Preston. Mr. Secretary, a few minutes ago, you said study 
after study and investigation after investigation have been made and 
problems have become compounded. It is: app arent that a reappraisal 
of these studies and investigations needs to be made on a broad scope 
and we intend to make it now. We must establish new and definitive 
policies on such questions as—and you cited several questions, but 
notably missing is the question whether we are proceeding correctly 
or incorrectly by using shipping voyage limitations or whether we 
should approve X number of ships as an adequate merchant marine 
fleet for this Government. Do you agree that that is a vital question ? 

Secretary Srrauss. I do, and I think it is a notable omission from 
this list of topics. Might I comment, Mr. Chairman, on the point 
which Mr. Flood has made because I think it is very pertinent at this 
time ? 

Mr. Preston. Are you skipping the question I just asked you, 
Mr. Secretary ? 

Secretary Srrauss. No, I quite agree, and it. will be part of my 
study. 





MERCHANT MARINE FLEET AUXILIARY TO MILITARY SURFACE FLEET 


Mr. Flood has highlighted what I think is a very important con- 
sideration here. These superliners are important not only from 
the point of view of maintaining our merchant marine fleet flag at 
the top of the staff, but they are also considered as auxiliaries in the 
event of a war or national emergency. 

The Defense Department, therefore, with the funds allotted to it, 
with the funds that are available in the budget, funds in national in- 
come that are available, has to consider w hether it is of a higher 
order of priority to spend money for more cruisers, more destroyers, 
more surface vessels and superliners, than for these merchant ships, 
and I suspect that one of the things that we will have to resolve be- 
yond the point which the resolution has reached to date, is whether 
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they will say that some part of the military surface fleet, or the 
money for it, should go into these merchant marine operations, ’ 

Mr. Froop. Will you let me add this: I take it for granted you} 
know this, but if you do not, let me inform you of this: The Presi-j 
dent requested in his budget, Admiral, this year is for ship con-) 
struction, and as an old seadog, you will know this: we cannot re} 
produce obsolete vessels that are going out of the fleet in any cate| 
gory. With the money the President has requested for this year} 
not only can we not build ahead, but we are not going to be able to! 
rebuild, and if the fleet is up to 20 percent, we cannot man it at 8] 
percent. 

We have an 80 percent fleet and an 80 percent fleet to be reproduced f 
in hardware, so that the Department of Defense not only cannot do 
what. you would like to see done for the merchant marine fleet, but} 
the Department of Defense cannot reproduce itself. 


NUCLEAR REACTOR FOR SURFACE VESSELS 


Mr. Preston. Mr. Secretary, the time is growing short, and the] 
members have not had time to ask questions of you. I have un- 
fortunately occupied most of the time myself. It has been suggested } 
that the nuclear reactor being placed on the U.S.S. Savannah has al- 
ready become obsolete. Is that a fair criticism? 

Secretary Srravuss. Every reactor that is complete, Mr. Chairman, 
is somewhat, from a point of view, obsolete by that time. There are 
many new types of reactors since the pressur ized water reactor whieh 
is in the Savannah. The first - was a stationary installation. I} 
am sorry, the prototype of the Nautilus was the one, which is still 
operating a training cruise out in the deep. The pressurized water 
reactor is the only type of reactor that the reactor safeguards com- 
mittee of the AEC has thus far certified to be sufficiently foolproof 
for installation in a surface propelled craft. 

We have a different type in one submarine, but. we have never had 
a wish to put one in a surface vessel. You see, surface vessels are 
subject to collision—we have recently seen that collisions can occur 
in daylight, and there is a good deal more progress to be made before 
we will come before you and say we are ready to ask money from 
you to build this nuclear propelled surface vessel. 

Mr. Preston. There are other questions I would like to ask, but! 
must not consume any more of the time, and I will ask Mr. Rooney, | 
who has not had an opportunity, if he has anything at this time. 


TRADE MISSIONS 


Mr. Rooney. Included in the request of the Bureau of Foreign 
Commerce is an amount for trade missions, is there not? 

Secretary Srrauss. There is, sir, but I am going to ask Secretary f 
Moore if he will respond to this question. 

Mr. Preston. If you will excuse me, gentlemen, I have another 
committee meeting. Mr. Rooney, will you take charge of the com 
mittee, please ? 

Secretary Strauss. May I thank you for permitting me to a 
and say that I thought your questions were penetrating and I a 
sorry I did not answer all of them. 
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Mr. Preston. Thank you, Mr. Secretary. It was a pleasure ‘to 
have you visit us. 

Mr. Roonry. What is the amount included in this bill for trade 
missions ¢ 

Mr. Moore. Is it not $622,000, Mr. Nielson ? 

Mr. Nrerson. Mr. Moore, I want to point out 

Mr. Roonry. This has been quite an afternoon for you folks on the 
other side of the table asking each other questions. 

Mr. Nievson. Mr. Rooney, we will be very happy to answer this 
one. As you know, we indicated that there was approximately $600,- 
000 for trade missions. 

Mr. Roonry. I would like to get the exact figure and then I can 
frame my next question. 

Mr. Nietson. However, in the regular budget that is presented to 
this committee, there is a figure of about $731,000 to be used for trade 
missions within the overall total of the Bureau of Foreign and Do- 
mestic Commerce. 

Mr. Roonry. The amount for trade missions is carried in the cur- 
rent fiseal year in the bill known as the appropriations bill for the 
Departments of State and Justice, the Judiciary, and other related 
agencies, is that correct ¢ 

Mr. Nretson. That is correct. 

Mr. Roonry. And the amount in that bill for the current fiscal 
year for trade missions is how much ¢ 

Mr. Nrevson. $539,000, as I recall. 

Mr. Roonry. And the money for these trade missions, since the 
inception of the trade fair program, has been carried in the other 
bill, the bill to which I just referred; is that not correct? 

Mr. Nrerson. That is correct, sir. 

Mr. Roonry. And the moneys for the trade fairs themselves have 
always been carried in that bill; is that correct? 

Mr. Nretson. That is correct, sir. 

Mr. Rooney. And in the coming fiscal year, the money for the trade 
fairs themselves amounting to what—some $4 million? 

Mr. Nrevson. $4.3 million. 

Mr. Rooney (continuing). Will be contained in the State, Justice, 
and so forth, appropriation bill; is that right? 

Mr. Nrevson. That is correct. 

Mr. Roonry. You propose in the instant bill now before this com- 
mittee to provide $731,000 for the trade missions which have been 
carried up to now in the other bill, is that correct, sir? 

Mr. Nretson. That is correct, sir. 





TOTAL EMPLOYMENT IN DEPARTMENT OF COMMERCE 


Mr. Roonry. What is the total employment at the present time of 
the Department of Commerce, and when I say Department of Com- 
merce, T mean as now constituted ? 

Mr. Nrerson. The total employment, Mr. Rooney, is—— 

Mr. Rooney. Give us the figure exclusive of the Bureau of Public 
Roads which is financed under trust. fund accounts. 

_ Mr. Nrexson. The total estimated employment as of June 30, 1959, 
is 29.985. That includes the Bureau of Public Roads. 
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Mr. Rooney. I asked you for the figure without the Bureau of 


Public Roads, Mr. Nielson. 


Mr. Nrerson. The total for the Bureau of Public Roads is approxi- 


mately 3,076. 


Mr. Rooney. I am not interested in that, Mr. Nielson. You arf 


bringing us all around this thing. I want a simple comparison be- 


tween 1959 and 1960 and some prior years that I will refer to inal 


moment. 


Mr. Nrievson. If I may, Mr. Rooney, I will have to calculate this ; 


just a moment, because I have this on a total basis. 
Mr. Roonry. Very well. 
(After a pause.) 
Mr. Nretson. Mr. Rooney, the employment figure for 1959 is 21,033. 
Mr. Rooney. That could not. possibly be. 
Mr. Nietson. Exclusive of Public Roads, 19,159. 
Mr. Rooney. That includes Public Roads? 
Mr. Nrevson. Exclusive of Public Roads, 19,159 
Mr. Roonry. That must include Public Roads. 


Mr. Nretson. Mr. Rooney, I think we can explain that to you ina f 


moment. 
Mr. Rooney. I would rather have the figure than an explanation. 
Mr. Nretson. The figure in terms of employment against appropri- 
ated money 
Mr. Rooney. Let us make sure we know what we are talking about, 
Tam talking about permanent. positions. 





Mr. Nietson. All right. Permanent positions for 1959 will be 


14,895. 

Mr. Rooney. What is the figure as at the last available date, Mr. 
a ? 

Mr. Nierson. I do not have it with me- 

Mr. Rooney. You have finally given me the figure I started with 

Mr. Nrievson (continuing). Because the figure I have has part-time 
and temporary and reimbursable positions. 

Mr. Rooney. We are talking about permanent positions. 

Mr. Nretson. I do not have that figure with me, but I will supply it 
for the record. 

Mr. Rooney. What was the figure in fiscal 1957 for permanent. po 
sitions? Let us get this straight now and insert it at this point in the 
record. 





INCREASE IN BuDGET REQUESTS OVER 1959 LEVEL 


Full-time permanent positions, 1957-60 


General Bureau of 








funds | Public | Total 
Roads ! 
ee tctanndecksemachipiers uve <ayentns$-verrevy Rixcwebeall 15, 637 | 1, 860 17,49 
Pep aerccuns Naieganmades penne > cadre eames | 15, 575 3, 158 18, 738 
ie... cameeee Re een Sea 14, 895 | 4, 200 | 19, 096 


eit cnccmamatiemakik aime wipdate Rustin a sian rt in ae ae 19, 445 


1 As of Mar. 31, 1959, comparable full-time permanent employment was 14,603 for general fund accounts 
and 3,414 for Bureau of Public Roads accounts. 


Mr. Rooney. Has the President agreed to this requested budget? 
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Mr. Nrevson. Any budget figures which we submit have been sub- 
mitted with the concurrence of the Director of the Budget, who is 
an officer of the President. 

Mr. Rooney. So in effect they are the President’s figures and this 
is what he wants, this increase of some $225 million-plus in the com- 
ing fiscal year? 

"igorstabh Srravss. I think so. 
Mr. Rooney. The point is that we are confronted with a request 


ter of a billion dollars in the coming fiscal year. 


REDUCTION IN EXPORT CONTROL ACTIVITY 


I noted at page 8 of your statement, Mr. Secretary, you referred 


_ to a cutback or reduction in export control activity in the coming 


fiscal year. You say “this reduction is possible, primarily because 
of recent cutbacks over exports of some commodities to friendly 
destinations.” 

Do you have a chart or a statement showing what the cutbacks on 
exports have been ? 

ecretary Strauss. No, sir; but I will supply that if you wish. 
Mr. Roonry. Could we have that tomorrow ? 
Mr. Nreison. We will have it tomorrow. 


EXPORT OF STRATEGIC MATERIAL TO COMMUNIST BLOC COUNTRIES 


Mr. Roonry. Has the policy of the Department of Commerce 
changed in the past year with respect to the exports of strategic ma- 
terials to Communist countries ? 

Secretary Strauss. The policy has not changed. There have been 
changes with respect to specific items, Mr. Rooney, and I think that 
I have been responsible in considerable measure for such changes. 

Mr. Rooney. Would you indicate at this point in the record the 
strategic materials and the Communist countries which they will be 
permitted to enter, which have been a change since a year ago? 

Secretary Strauss. There has been no change with respect to Com- 
munist China since there are no exports under those conditions at all. 
With respect to Russia and some other Soviet bloc destinations, I re- 
cently reimposed an export restriction on copper. I recently declined 


| to allow export licenses for large diameter—28-inch, 30-inch—steel, 


oil, and gasline pipe. We have recently declined to export, or have 
declined export licenses or withheld — licenses for certain chem- 
ical plants and other materials which do not come to my mind at the 


' moment. 


Mr. Roonry. There have not previously been licenses for these 
things, have there ? 
Secretary Strauss. I am unable to say whether or not the chemical 


| plants in question have been exportable. I do not believe that the 


steel pipe has been exported. There have been previous applications 
for it. Copper was removed from the list of prohibited items in No- 
vember of 1958, and the restriction was reimposed in either January 
or February of this calendar year. 


40514 0-59 - 3 
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Mr. Rooney. Please furnish the statement which I have asked forf 
with regard to what has been done in the past year which are change 
in the previous practice or regulations with respect to strategic ma-f 
terials and indicate the countries ? 

Secretary Srrauss. I have indicated the major categories. I will 
supply you with the minor ones. 

(The information requested is as follows :) 


A number of changes have been made in the treatment of individual items 
which are covered by Commerce Department export control regulations. These 
changes have affected export control actions with regard to both friendly coun 
tries and Soviet bloc countries as follows: 


1. NON-SOVIET BLOC COUNTRIES 


As of November 10, 1958, which was just prior to my appointment, a substan.) 
tial revision was made in the list of items (the positive list of controlled com 
modities) for which a validated license must be obtained prior to export fromi 
the United States to non-Soviet bloc countries. Specifically, the list of items 
for which such a license is required was reduced from 921 to 757. 

Licenses for non-Soviet bloc countries are now and previously were generally 
approved unless there is reason to believe that there is a possibility of illegal 
transshipment to a Soviet bloc country, or other special factors concerning U.S 
security or policy interests are present. 


2. SOVIET BLOC COUNTRIES 


No change has been made in the items for which individual licenses are re 
quired before shipment can be made to a Soviet bloc country (other than 
Poland). A license is required prior to shipment to the Soviet bloc of any item, 
with the exception of a certain small list of specifically designated commodities | 
A copy of this list is attached. 

During the fall of 1958, the executive branch reevaluated the strategic ani 
policy significance of many items. This review was conducted by the inter 
agency technical and policy advisory bodies which have been established t 
render advice to the Secretary of Commerce in the administration of the Export 
Control Act. 

As a result of this review it was determined that no security risk or otherwise 
adverse affect on the United States would be incurred if certain commoditia > 
which would have been denied to the Soviet bloc prior to November 10 were ti 
be considered for approval. ; 

Subsequent to this determination a number of export license applications wert 
approved for items which previously would have been denied. 

As an indication of the care with which license applications for the Sovie 
bloe are processed, I would like to point out that the applications marked with 
an asterisk on the attached list were given individual review by an interagenc 
advisory body before action was taken. 

As I stated on April 29, a number of important export license applications fo 
the Soviet bloc have been denied during the period under discussion. Further 
more, strategie importance of individual items is under continuing review. 

As an example, after considering the large quantities of copper which th 
Soviet bloc was purchasing here, I took action to prevent the licensing of addi- 
tional quantities for shipment from the United States, either directly # 
indirectly. 

8. SPECIAL STATUS OF POLAND 


In support of executive branch decisions to accord Poland special treatment }) 
the Department of Commerce export control regulations applicable to Polanéf 
are less restrictive than those applicable to the balance of the Soviet bloc. 

Attachments. 





| 29 
ed for Export license applications approved August 1958—March 1959 for which presumption 
ranges was for denial prior to Aug. 15, 1958 


1c ma-3 ~—— = a os or _ ee td ree 
i Commodity | Country of des- 
| 





° tination 
I willl ‘needing Ra Lot peites qalibon me: 











*Vacuum pumps : amma eaeual $8,100 | U.S.S.R. 
» *Stainless steel pipe valves <4 He sasoncewboanee | 161, 750 Do. 
= *Stainless steel pipe---............-- speichern aceedvewad 440, 000 | Do. 

1 it *Flectrolytic copper wire bars Sac 59, 136 | Czechoslovakia. 
items § *Do. aad ‘ ; 1, 719, 900 | U.S.8.R. 
These ®™ Electrolytic copper wire bars 844, 200 Do. 

Vv couD © Electrolytic copper wire bars and copper sc rap ; 433, 720 | Czechoslovakia. 

. ® Copper scrap-. a aii ee 452,940 | East Germany. 

» Electrolytic coppe r wire bars and copper serap. - oes pees 675, 932 | Hungary. 
*Cold rolled steel sheets_ - mode jeancaany i seen” 1, 873, 927 | U.S.S.R. 
*Do___- Sddedeescace Sa \vsewesaessicase ae 3, 704, 608 | Do. 
F Cold rolled steel sheets. _ bea 5 foment “oo 95 | East Germany. 
he » Tinmill black plate rejects. is Sec ak all te lea actitglials ich ooeiel 15,820 | Hungary. 
ubstan- Electrical steel sheets ; ; : : cae : 65, 018 | Czechoslovakia. 
“1 com- ~ secedces 43, 345 | Hungary. 
© *Furfural- : aa 185, 188 | Rumania. 

» Two automotive engines. ee bats 7 5,123 | U.S.S.R. 

items Vacuum pump. ; J 405 | Czechoslovakia. 
Antibiotics : - Sibeste jodi 167, 573 | Do. 

‘ , Do aid wikis seeks ‘ cok eiemiGieiee 3, 257 | Hungary. 

ia Do. nie helenae - ence ambaeiataee ‘ 13,006 | East Germany. 

seis Fe ee ee | rere | ee ai 
*Received individual review by interagency advisory body. 
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Supplement No. 1 to Part 371 


COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 
Symbol “H”—Commodities subject to General License GHK 
Symbol “S”—Commodities subject to General License GLSA 


Commodity B No. 


Animals, edible : Sates 00113-00199 
Meat and meat products oe ares aan 00200-00480 
Animal oils and fats, edible .............. ae ark a's 00505-00550 
Dairy products ..... ce aiaiera i Sil Acuialb pata 00600-00698 
Fish and fish products ............. a A eo ao alia a 00700-00899 
Other edible animal products din Ste ga aieaiacat wi on bee gb. os 00921-00990 
Hides and skins, raw, except furs ........... geen cae urate’ 02017-02509 
Leather ; ‘ 03005-03590 


Leather manufactures (except military footwear, 99930) . oe . 06451-06990 


a 


Furs and manufactures peu ak See fies le aun Nae 07150-07590 


Anima! and fish oils and greases, inedible: 
Animal and fish oils, n.e.c. ee se ; sas eesaie .. 08090-08199 
Oleic acid, or red oil ..... 6‘ ie Soa & idcaaee ei Pere e ied icdie cla oreciiea tee 08470 
Stearic acid a ka i et aii ; . cee ear ee 08490 
Inedible animal greases and fats, n.e.c. ........ Pas : 5 .... 08570-08589 


Other inedible animals and animal products: 
RE PND 5 oid set ds Ne at Rd Ria ites ed .. 09005-09090 
Feathers, crude, not dressed ........... : Paschal Gl tek onc eck ies ; 09230 
Glue of animal and fish origin ... 09420-09429 
09990 
09992-09993 
Fish, shellfish. and other marine animal products, inedible, n.e.c.: 
Condensed fish solubles; coquina shells, crushed; fish meal; mussel shells, crushed; 
oyster shells, crushed, ground, or meal; other shells, crushed, ground, or meal; 
shrimp bran; shrimp hulls; and shrimp meal .. : nee 09997 
Other fish, shellfish, and marine animal products, inedible ...... 09997 
Animal! products, inedible, n.e.c., the following only: 
Beaver castoreum; bedding, feather; boas, feather; bristles, crude, sorted, bunched, 
or prepared; castoreum, powdered; chicken feathers, dressed; China bristles, 
crude, sorted, bunched, or prepared; Chungking bristles, crude, sorted, bunched, 
or prepared; down comforters; down manufactures; down-filled coats and jackets, 
except military; dressed down; duck quills, dressed; dusters, feather; feather 
manufactures; feathers, dressed; goose feathers, dressed; goose quills, dressed; 
Hankow bristles, crude, sorted, bunched, or prepared; hats, feather; hog bristles, 
crude, sorted, bunched, or prepared; marabou feathers, dressed; mechanical owls, 
feather; millinery feathers; ostrich feathers, dressed; pig bristles, crude, sorted, 
bunched, or prepared; pillows, feather; plumes, feather; quill toothpicks; re- 
claimed feathers; shoe bristles, sorted, bunched, or prepared; sleeping bags, 
eiderdown, except military; sleeping robes, eiderdown; turkey feathers, dressed; 
used feathers; water-fowl feathers, dressed; and wreaths, feather ..... 09999 H 
Other animal products, inedible, n.e.c. i 09999 H 
H 
H 


Grains and preparations .... eg Ne ae aes .. 10110-10990 
Fodders and feeds, n.e.c. es 11010-11998 


Comprehensive Export Schedule April 1, 19 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 
f 
| Schedule 
i Commodity BNo Symbol 
Vegetables and preparations, edible: 
sete re COOe, GRO, FOP SOON. icccisdoncnscne tween UMN Seas eee ee baweeen FA 12001-12030 H 
° s rr i See COE 6. ass SUS oN Beeb ob Fok ECUEVOR WeGiedes eb ieee eee me 12035 H §S 
——# Peas, dry, ripe, except for secd .............. Heabeeeeedagdedkeieceese eels 12040-12050 H 
0199 OT CNN ci cctaccncmeacdccturseleeves ebed cdbvadd dds taedsivawnddae tes 12055 H S 
Vegetables, fresh: 
0480 SEE. OT as Sou al ver vow dasa eessonnmeedeeas detain seebeddeddcdin 12071 H 
0550 gy ge ee oe, eee ee GIVE TESIEE AY OW. Sa TERS A 12080 H §S 
Cn <tc aidu seat unuce eed aseacd eerrrreys Tere re ea 12100 H 
0698 Potatoes, white, fresh ........... induces ke Pea Settee cece zemenaeee 12110 H §S 
0899 Vegetables, fresh, n.e.c. .. FETUS id Wee eile s See eens ch cotennéekectnans eer 12130-12257 H 
Vegetables, frozen (including ena specialties, eeaetabliis chief value) ....... “ 12260 H S 
0990 Soups and vegetables, dehydrated (including flake, powder, or tablet form)........ 12360 H §S 
2509 Vegetables, canned: ; 
Asparagus, canned ............. : seine as a faa a ta > ani ask ctl alin ta eared 12410 H S 
3590 eee GN? OR GN DE OGG CONE noi 5c isik'c as bse o.cecd adeweans naa o 12420 H 
6990 rs UNI GE I, IN i, bunts cite esa decd oe 0 etn atch enemies iain 12430-12440 H §S 
Soups, canned, n.e.c., including chowders cad  caliene i tis « iene vinta tok oan eas ee 12451 H S 
7590 Tomatoes, tomato paste, puree (pulp), sauce for cooking purposes, and juice, 
canned ...... as : (beeen be bee ben tiewls eee eecedees awe 12460-12480 H §S 
8199 Beans (string or slvtastons). nh and spinach, canned .............. 5 aseinae 12491-12495 H §S 
8470 H Baby food vegetables, strained or chopped, canned ............ eaten St ; 12497 H S 
8490 H PP Tee rT ee a ee LL OER Lire 12499 H § 
8589 Other vegetables and juices, canned, n.e.c. 12499 H 
Pickles, cucumber ....... oe eneleeh ‘5 baste ea 12500 H 
Catsup (Ketchup), chili sauce, and similar table tomate sauces 12515 H S 
a , Sauces and relishes, n.e.c.; vinegar; yeast; vegetable starches, n.e.c.; vegetable sea- 
9429 Hi sonings, n.e.c.; and veqetalle SE 2.ka dd oe dante Ree & kee aA ic oat 12529-12597 H 
9990 i Soup base or soup mix in paste form, vegetables ‘chief value 12599 H §S 
9993 Other vegetable preparations, edible, n.e.c. ........ (ae a ee eed 12599 H 
Pes ad Seema rOtlORien «8G a 0 RI TERK 0 80 a TES A THUS RE UNF .. 13010-13560 H §S 
Nuts and preparations: 
9997 H Apricot and peach pits and kernels (shelled or not shelled) .............0sseeeeees 13740 H § 
9997 H Poems (ahelied OF WE, BODUNED §.oco5 ssechos occu mey owes xcadice maxes jankwiie a 13751-13755 H 
Giner nuts nd PreperntiOh: 5.ccecccvewa stad costes cee ad oowains oa eb ees pp viteites  G RR ae 8 
Temes olla; Gay A ee, CONN So ora via cc cas cae e i das Verne) istape) onan 14210-14500 H 


Cesea, coffes, ten, and qubetiieiien x tiives ods sok HC eew WR WR es Hs 50% ... 15010-15139 H §S 


SUN | a Gap Rip wise ore ‘wach elaine aici 4 an a ots aneteaeia ade is Wadia oi Mtaiiel el Gay anol ke Re 15492-15498 H S 
Sugar and reiated products: 
en EPL CEE Oe CE PUR TRE PENT eee: 16200 H 
Sirup for table use; edible molasses; and abet liquid or dried dahinat duties died 
pharmaceutical glucose) ree wets a leks we awk ae a < alee 16230-16240 H §S 
Molasses, industrial ‘ ; ste Sg ap Ra aeeR ee we Mure ale a in oS aaa oreaes 16250 H 
Honey i Tp aceeta LAUR eee ewe caeocen pois sia ipo aina isan a Oe 16320 H 
9999 H Candy; chewing gum; baby food ceitands and paditthiias- and diate and sugar 
9999 H products, n.e.c., except maple sugar (16370) ............66.- <a Sl 16340-16370 H S 
Beverages and related products, except malt sugar, and maltose (17015). sie% vt% 17015-17800 H S 


0990 H 
H 


1998 





rill 1, 18 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
Commodity B No 


Symba 
Rubber (natural, allied gums, and synthetics) and manufactures: 
Balata, gutta-percha, and other crude allied gums > 20030 } 
Rubber and rubberized piece goods, fabrics, and sheeting, n.e.c., eneept senile of or | Vegeta 
employing synthetic rubber ........ a 20165 » = «Vege 
Rubber boots and shoes .. - nema ; ina ei 20330 Pepr 
Canvas shoes with rubber soles as . 20340 »  Citri 
Top lifts for heels . ; a 20382 Hyp Anis 


D (ilseed 


Rubber and rubberized gloves and mittens aes surgeons’ gloves, and glcves and Othe 
mittens of synthetic rubber . 20390 Veg 
Druggists’ and medical rubber sundries, the fellow ing ole 
Atomizer bulbs; bath sprays; breast pumps; nipple shields; nursers; nursing 
bottle nipples; nursing bottle teats; pacifiers; and teething rings... 2 | Seeds, 
Crib sheets; ice bags; medicine droppers (glass droppers with rubber sacs); rub- Gra: 
ber sacs for medicine droppers; sponge bags; surgeons’ aprons; water bottles; Flo 
water cushions; and water pillows : Pere tee ke Veg 
Clothing of rubber or of rubberized cloth, the following only See 
Aprons; bandeaux, ladies’; bathing caps; bathing shoes; bathing slippers; bathing E 
suits; brassieres; bust supporters; capes; corsets; dress shields; girdles; house- Neree 
hold aprons; infants’ bibs, bloomers, diapers, and pants; reducers; rcducing Tobac 
clothing; sanitary belts; waterproof aprons; and waterproof sleeves geen 20430 Tob 
Rubber toys, balls, and novelty balloons, n.e.c. ‘a 20461 Tob 
Hard rubber goods, n.e.c., not specially fabricated for i Guatlietier machines or equip- 
ment, except ebonite sheets and sheeting, electrical; insulating material; insulators; Misce 
rods, electrical; sheets, electrical; tubes and tubing, electrical . ; baie date one 20590 Bre 
Rubber tile, tiling, and flooring rae ; sate aeatand ery wien 20941 Ho] 
Rubber mats and matting ........ ; os pear : 20942 § Ine 
Sponge rubber, chemically blown and ie. and products, the following only: 
Cushions; shoulder pads; and sponges .. a a eae ac waa acscee a 20970 


Vegeté 


Cotto 


Foam rubber mattresses; foam rubber stripping; and foam rubber pillows 20970 Ra 
Natural and synthetic rubber manufactures, n.e.c., not specially fabricated for par- Cotte 
ticular machines or equipment, the following only: 
Artgum erasers; baby carriage tires; basin plugs; bath plugs; beach bags; buffers; Cotte 
bumpers; caps for millinery racks; carpet sweeper tires; carriage tires; chair 
tips; closet tank balls; concave cushions; cord undershoes, rubber-impregnated; 
crutch tips; cushion tires, except truck and industrial; door bumpers; doorstops; 
ear pads; easies (cord undershoes, rubber impregnated); elastic bands, sta- 
tioners’; erasers, including pencil plugs; eye guards; eyelets; grips; gum erasers; 
hand pads; hand stamps; handle grips; hat bags (for hat manufacturing); hoof 
pads; horseshoe pads; malicts; masks and false faces, except novelty; mat 
patches; mauls; mud shields; nose clips; paste rollers; pencil plugs; plungers; 
ricksha tires; rubber bands; rubber tires for children’s toys; safety gripper at- 
tachments; shower curtains; sink plugs; skate strap pads (rubber chief valuz); 
soap dishes; solid tires, except truck and industrial; table tops; tank balls; tires 
for toys; tires, solid and cushion, except truck and industrial; typewriter erasers; 
velocipede tires; and weatherstrip .......... ata i 20998 
Hair, rubberized; and scraper tips ....... os aii 20998 


Naval stores, gums, and resins ............... si i 4 . 21100-21895 


Drugs, herbs, leaves, and roots, crude: 
Cascara bark . Came eteadie Pid stta tech eee is pies ere 22010 
Ginseng .... aa dbaees 22050 
Other crude dene, herbs, leaves and roots, except slathens bark, pyrethrum (insect 
flowers), and rotenone-bearing roots ee eT ee ee Tee 22098 
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COMMODITIES SUBJECT -TO GENERAL LICENSE GHK OR GLSA. 


e Schedule 


Symba Commodity B No. Symbol 
Qilseeds (including nuts and kernels), except essential vil seeds ................... 22100-22240 H 
30 «oH 
Vegetable oils, fats, and waxes, crude: 
65 H Vegetable oils (except essential) and fats, crude Cekiaia se eeu 22300-22498 H 
30 Hs Peppermint, spearmint and other mint oils, natural .............00ece eee eeeeeeees 22680-22690 H S 
40 H ; i Oo annie ie AMIE Ae OA 08 ew eae 22711-22715 H §S 
82 Hs is sae Ci GO OMy ., o OLS es eSb apa eer eee aaa eh ech eé bs eee hese ke Gs ; 22798 H S 
rans Week, SOE. MAS SS pace en cece eeenccastecctsecteanes@ethees 22798 H 
90 H Vegetable waxes, crude ............. PCV S eee recereverseeees sUUb WS sub ECUEES. 22900 H S$ 
Vegetable dyeing and tanning extracts, except quebracho extract (23390) ............. 23320-23398 H 
10 HS& Seeds, except oilseeds: 
Grass and field seeds ........... ib: cae gh ga a a ic a NO es a at ig Ra race 24013-24199 H 
Pr rr ree oa eakitemease PRO ER ee TE ee PE Tye 24670 H §S 
10 H NE Se ay cic a's Aue CUCU RCT 9 Or ese ETDS DN ON Fie Kew eka cede Moe .... 24685-24695 H S 
Seeds, n.e.c. ied eeaeenaaeabn 5 5 saat ia bisu Collada GRRE toes cla ceo ante aed aeci icv oriole aie we Sa NG 24750 H 
eee ged) TORE: GA. tines ecn:tiscues eandh cin naes ceeias dads sex ae Obed s 25985-25998 H S 
Tobacco and manufactures: 
30 +H MUREED OCs csc v aan kia ecu ceee een L ee SAT RES ANE. EO 26011-26190 H 
1 HS GOD WAAC UNE 5 ihe. 658695. SO8 TATA T is HS As 10 TER) ARSED PERV 26200-26295 H S 
Miscellaneous vegetable products, inedible: 
” HS ee ee 5. ee eee a i ec hae 29310 H S 
11 HS er Eee ere Nigtats ais dhre ted ae o1e a aera Rl aa re seh aa a Se da cael 29510 H §S 
12 HS Inedible vegetable products, n.e.c. .. aaa a aatiainee ack a rere a Pate Rian ie SS oe 29998 H 
10 HS Cotton, unmanufactured: 
0 Hf Raw cotton, except linters ...............0000005 oe ei eam a ns ee 30005-30045 H 
: 
Cotton semimanufactures, except cotton pulp »...... cece cere reer eneneeenennseeens 30081-30139 H 
nt nn, wine. waastie CCRC eee tn ae x MRICS ROAM KER extka te eada eee eke 30155-31990 H 
Vegetable fibers and manufactures: 
i: (A oss a ah eG es 5 amin eee PRE Na Cn oak a dein ee eee ae ea aii 32052 H S 
Sisal or henequin, unmanufactured (including tow) ..........cccecueeeeeeeeeeee 32058 H 
OITA RO "A ee me Sieh A ASRS Am OT 32060 H S 
ae ee eee WE rae TREE PE LET EER EEE TCT Ir CPE 34110-34198 H 
III 5 aiarectalestcseceinn Roel y afenierg. oi a iecenaahacen‘araratele ung 's bide is. bBo Baan Wes 34990 H 
Vegetable fiber manufactures, n.e.c. (wholly or in chief weight vegetable fibers) (in- 
cluding straw or grass manufactures) .............ccccceccccccccvccceeeceens 34998 H § 
ee, RN td PC kasd bcs ccc tcdan sou sdeageke Ceceec¥tPbonetecreubane 36093-36099 H 
EES EER ET, EOE PE OTe Pa LE PET TO ne 36221-36330 H 
8 HS MII ios ok a a an he ac xaeaei nama 8 st site ecaplkd eecaaceas 36411-36899 H 
8 H Ser nn RANI OR es cime'vhinnwndWadle ¥bemebane ee ae 36905-36995 H S 
5 H Silk and manufactures, except parachute cloth (37260) 37020-37990 H S 
Man-made fibers and manufactures: 
0 HS Filament yarn and monofilaments, all twists (including thrown and plied yarns) 
0 H of man-made fibers: 
Rayon (viscose and cuprammonium), regular and intermediate tenacity filament 
8B HS yarn and monofilaments (including thrown and plied yarns) ............. ie 38410 H 
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Commodity 





















Man-made fibers and manufactures—Continued 
Filament yarn and monofilaments, all twists—Continued 
Acetate filament yarn and monofilaments (including thrown and plicd yarns) 
Nylon filament yarn and monofilaments (including thrown and plied yarns) ex- 
cept tire cord and tire cord fabric ; 
Man-made fiber filament yarns and monofilaments, n.e.c. (including thrown and 
plied yarns) except polytetrafluoroethylene (e.g., Teflon) fiber and yarn 
Thread and yarns of man-made fibers, n.e.c. 


Textile glass fibers for weaving, knitting and braiding, and glass staple and tow 

Man-made fiber staple and tow, n.e.c. eae ; 

Waste and partially manufactured man-made fiber, sndhiiitni tops, sliver and roving: 
Man-made fiber producers’ and low twist mill thread waste 


Rags and clips (new, old, or used) and used civilian clothing (including hosiery) of 
man-made fibers 


Other waste and partially manufactured man-made fiber 

Broad woven goods, wholly or in chief weight man-made fibers, except parachute cloth 
and polytetrafluoroethylene (Teflon) fabric gu Hawes 

Knit fabric in the piece, wholly or in chief weight man-made fibers 

Ribbons and other narrow woven fabrics 
hat braids), 
(38482) 

Wearing apparel, house furnishings, 
chief weight man-made fibers, 

(38590) 


, fringes, trimmings and braids (other than 
wholly or in chief weight man-made fibers, except webbing 







nylon 


and textile manufactures, 
except nylon fishing line, 


n.e.c., wholly or in 


unfinished; nylon twine 









and nylon 





rope 









Miscellaneous textile products: 


Linoleum, felt base coverings, and oilcloth for floor, shelf, 
Coated or impregnated fabrics, ercept those treated with or a ae polytetra- 
fluoroethylene (e.g., Teflon) or monochlorotrifluoroethylene (e.g., CF-3) 


Waterproof outer garments, 


table and wall 


new, except rubber and ahead 
Corsets, brassieres and girdles, new, except rubber and rubberized 


Neckties, cravats, 





mufflers, and scarves, new (all fibers) 
Hat braids of natural or man-made fibers 










Hats and hat bodies of straw, palm leaf, and similar natural fibers, or of man-made 
NE ia Gils 4 Sine dseawyine 


Fur-felt and wool-felt hats, caps and hat bodies, 
Hats, and berets, 


Artificial flowers, fruits, 
(all materials) 


new..... 


caps, new, n.e.c. 


vegetables, grasses, grains, leaves, sters, 


or parts thereof 


Textile manufactures, n.e.c. 





Wood, unmanufactured, except Port Orford cedar (40170) 


Sawmill products, except Port Orford cedar (40575) 








Wood manufactures: 
Wood containers, 
Veneers 
Softwov 


Shingies 


shooks, cooperage, and cooperage stock 





i plywood, interior type 





COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


39700-39990 


Schedule 
B No 


38414 
38416 
38418 
38420-38424 
38426 
38428-38432 
38434-38436 


38438 
38440-38446 


38448-38474 
38476 


38480-88482 


38521 


38590 


89010-39110 


39160-39179 


39180 
39210 
39280 
39400 


39410 


39510-39530 


39590 


39630 


40040-40390 


40503-41592 


41600-42099 
42162-42166 


42174 
42250 









Millw 

H Prefa 

Wood 

ven 

H ston 

H mil 
H Cork a 
H Paper 
H Over 

Espa 

H Othe 
Paper, 

H § New: 
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Othe 

H § gr 
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G: 

. Ot 

H § Bi 
Ci 

i. Ce 

H § Coa: 
Tiss 

H Abs 
Con 
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H Oth 
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H § ti 
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H § Lit 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
Commodity B No 
Wood manufactures—Continued 
EE GAGES Wid vida Re Wan KK ds sah CP eae olde a ota ete ee radia asel caveneiwes Faas 42265-42289 
Prefabricated and ready-cut buildings and components, wood or chief value wood. . 42403 
Wood manufactures, n.e.c. except battery separators and blanks and separator 

veneers (42946); and boat parts, small, machined t. shape; docks, portable; gun 

stock blanks; patterns; portable floats; propeller blades; propellers; towers, wind- 

mill: and trestles (42090) ...c...cccccccccees Es Fed OSU SER INGE EOE Ct ... 42407-42990 
Cork and manufactures Siro tetaie A Sea akin ES ee ab Neila ... 43020-43081 
Paper base stock, except rags: 

Overissue and folded newspapers Sen waa a eee ; 46971 
Esparto pulp, flax pulp, rag pulp, re- polped waste paper, and straw pales 46981 
Other wastepaper and paper stock, n.e.c. ......... Tickle Pikhlesnd erie a Rae A 46981 
Paper, related products and manufactures: 
Newsprint ies (AUER Es eee Aik 00. cbinsinns COR Needs kei deere es noe 48010 
Chalk overlay ......... ‘ase & Cape malate oat eed ieed Bape da eed 48030 
Other uncoated paper, printing and. converting, containing more than 25 percent 

ea eae teh Cele SI os k bc es eee las teress any caddies ae ek cae? 48030 


Other groundwood paper and book paper ...........0.0e ce ee eee Sietaa eee .. 48040-48070 


Fine paper 


Graph paper, base stock iievdindescednka bias casa ae anak Winlia aha aed aia ated 48090 
| POC CCC ERT TENET TET RET ETE ly TNO Gia och 48090 
Bristols, except rag index or bogus 5 error rrr rete er 48100 
Cigarette paper on bobbins or in sheets ............... a ee 48110 
nr, RASS NI ME as 4 <a: 5d Schcd we hau: Ginn pcan ciaiae wim aie Attn ale @cnleaiilg-aictp ide! rsimatetin ec 48130 


Coarse paper ; ee ee en -.-. 48165-48185 


en Coney Ge GAREY. SUNN DOUG oo 05. occ ccccveowewtedcceecdeaantcnv oumamen 48295-48300 
Absorbent paper and products, n.e.c. Nadia Ow oN ee ES eb Us a deen eileen ee ee 48310 
Container board liners and corrugating material, oni suaeiel food beend wei lenadie sapeirie 48330-48374 
Baggage tag stock, file folder stock, and rope tag stock 48376 
Other boxboard and related boar, Si Becca lane love alae er atiig eiduteadi ae, « wii 48376 
De DOMOUwOGTG. BG RUG PASE. os +6 cvnghes cahalss coke vp emeens Seeanes 48390-48475 
Converted paper and board products, except dithonhans tape, pice (48660) pare m 48510-48960 
Art corners; albums, except photographic; balsam wool, paper; bats, balsam wool; 

blankets, balsam wool; Cellufoam masonite; cellulose wadding, insulation; crepe 

wadding insulation blankets; fills, balsam wool thermal insulation; flexoline sheets; 

insulation, fiber quilt or blanket type; insulation material, ground paper, chemically 

treated; Kimsul insulation blankets; Masonite Celi-U-blankets; mounts, photo- 

graphic; tags, printed and unprinted; thermal insulation, flexible wood and vege- 

table fiber; and Tufflex 48990 
Other paper, paperboard, and products, n.e.c., except processed paper for dizlectric use 48990 


Coal and related fuels: 


Coal, including coal and coke briquettes, except petroleum coke ............. ... 60010-50030 


Coke, except petroleum coke io JR einen ReeeS ontens Chee od ate oe 50040 
Charcoal, fuel grades, except snlenal c haut : ee uaeed 50050 
Stone, hydraulic cement, and lime: 

Building and monumental stone, and manufactures of stone .... ‘ 51010-51270 
Standard Portland hydraulic cement ......... ; ‘ ; ; ; 51640 
Conerete and cement manufactures, n.e.c. : aa 51700 


Lime Lede Rar, ; anf cers 51710 


Symbol 
H §$ 
H 
H S$ 
H §S 
H S$ 
H 
H S 
H 
H 
H S$ 
H S 
H 
H S 
H S 
HS 
H S$ 
H §S 
H S 
H S 
H S$ 
H 
H §$ 
H S$ 
H 
H S$ 
H 
H §$ 
H 
H 
H S 
H S 
H S$ 
H S$ 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Glass and products: 

Flat glass and products, except laminated glass and manufactures (52170) 

Glass bricks and blocks 

Unfilled glass containers, with or without closures, new and used 

Table and kitchen glassware ; 

Glass lamp chimneys, lantern globes, ab sidins and shades for lighting fixtures ... 

Glass products, n.e.c., not specially fabricated for particular machines or equipment, 
except balletini reflective material; Foamglas; floaters; glass fiber products, in- 
cluding filters; glass fibers not for weaving, knitting, and braiding; insulator 
brackets; Lamiglass; and reflective highway marking beads 


Clay and products: 
Clays, except fire clay 
Table and kitchen articles and ainsi , 
Sanitary articles, vitreous and semivitreous ... 
Pottery, n.e.c., except chemical and industrial .. coma 
Structural clay products (except pottery and sataatitinn) 


Other nonmetallic minerals and products (precious included) : 
Grindstones and pulpstones 
Vinyl floor tiles and vinyl asbestos tiles 
Asphalt tile 
Asphalt and bitumen, natura!, manufactures, n.e.c. 

Gypsum and manufactures : 
Rock wool, and other semi-rigid and “fill” idiiea donates 
cept glass wool and other glass Aber insulating material 

Glass wool and other glass fiber insulating material 
Salt, crude and refined 
Magnesium silicate 
Talc, steatite, soapstone, and pyrophyllite sasinetatbeten® 
Gravel F 
Stone, crushed, gteend, or setien 
Other nonmetallic mineral products, the following only: 
Glaze frits, and supercel filter powder vi 
Agate articles, except jewelry; agates; blast furnace slag; eile clinkers (fur- 
nace waste); cinders; crude chalk, except precipitated; crude vermiculite; 
feldspar, except for gems; firestone; fluxing stone; giazing stones; lava, un- 
manufactured; meerschaum, imitation and natura!, unmanufactured; obsidianite; 
plaster aggregate; sea coal; slag, except basic; stucco; and volcanic ash and earth 
Precious, semiprecions, synthetic, and imitation stones, n.e.c., except diamonds gen- 
uine and synthetic); diamond bearings; jewe! bearings; rubies (genuine and syn- 
thetic); and sapphires (genuine and synthetic) 


« 


Meta! manufactures: 

Cutlery (except table flatware) and parts 

Table flatware and specially fabricated parts, n.e.c.: 
Silver-plated 
Metals, except precious 

Hollowware, n.e.c., solid or plated of metals, except precious (including stainless 
steel) 

Cooking and kitchen utensils and hand-operated kitchen appliances, n.e.c., and 
specially fabricated parts and accessories, n.e.c 


Schedule 
BNo 


52121-52309 

52315 
52321-52360 
52371-52450 
52550-52610 


53090-53098 
53201-53205 
53321-53340 

53380 
53690-53750 


54150-54160 
54598 
54600 
54710 
54835-54870 
54901 
54901 
57240 
57360 
57370 
59625 
59630-59635 


59645 


59909 


61120-61165 


61171 
61179-61195 


61199 


61201-61234 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Commodity 


Metal manufactures—Continued 
Vitreous enameled products, n.e.c., and specially fabricated parts and accessories, n.e.c. 
Metal ware, n.e.c., and specially fabricated parts and accessories, n.e.c. 
Metal furniture and fixtures (including office equipment), except laboratory furni- 
ture (61369) .. 
Domestic cooking and heating stoves and water heaters (except electric), and spe- 
cially fabricated parts and accessories, n.e.c. 
Hardware: 
Locks (all metals) 
Hinges and butts (all metals) 
Iron and steel wood screws 
Iron and steel bolts, screws, nuts, rivets, and washers, n.e.c., not snnekitie fabricated 
for particular machines and equipment 
Iron and steel nails, staples, and spikes, except boat spikes 


Other nails, staples, and spikes, except boat spikes; and except wire nails, wire 
staples and wire spikes....... 

Tacks, including thumbtacks 

Iron and steel builders’ hardware, n.e.c., and specially fabricated parts and acces- 
sories, n.e.c. 

Furniture hardware, and specially fabricated parts and accessories, n.e.c. .... 

Hardware, n.e.c., all metals, except gasoline flatirons, sadirons, and tailors’ irons 
(61836) ; and blowguns, blowlamps, and copper-base alloy hardware (61838).... 

Metal plumbing fixtures and fittings, and specially fabricated parts and acces- 

sories, n.e.c 

Sash, sections, and frames, door and window eaaret ae “Hy 7 
Construction materials, n.e.c., the following only: sash, sections, and frames, door 

and window, metal, n.e.c. 

Venetian blinds (including slats and strip), and specially fabricated parts and ac- 

cessories, n.e.c. 

Filled milk cans 

Unfilled milk cans ... 

Aluminum screen cloth 

Picture cord only, iron and steel, except stainless steel 

Wire products, n.e.c., not specially fabricated for particular machines and equipment 
the following only: 

Fasteners for paper milk bottle caps; grating with wire center, steel; helically 
coiled wire inserts; needleboard pressboards; wire baskets; wire insulators for 
conveyor belting; wire insulators for upholstery webbing; wire nets, finished; 
and wire rope clamps 

Wire cloth sieves; and welded mesh (other than Heinforeing), except mesh com- 
posed of wire containing 95 percent or more nickel with 60 or more wires per 
linear centimeter 


Metal signs, except electric, iron _ steel . 
Metal manufactures, n.e.c., and parts, n.e.c., the following « 
Metal signs, except electric, n.e.c. 


Venetian blinds (including slats and etripe), and spe nalts fabricated parts and ac- 
cessories, n.e.c. 


Precious metals and plated ware, n.e.c.: 
Silver-plated manufactures, n.e.c. 


Schedule 
B No. 


61236 
61240 


61311-61369 
61423-61471 
61800-61803 
61805 
61807 


61809 
61814 


61816 
61818 


61820 
61824-61828 


61836-61838 


61840-61847 
61916-61918 


61922 
61924-61926 
61932 
61936 


61952 
61956 


61964 
61990 


61995 


61995 


69591 


Symbol 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
Commodity B No. 


Electrical machinery and apparatus: 

Flashlight batteries ; 70160 
Electric household-type refrigerators, farm- nail cain type tables (whites to 

be used in farm, home, or commercial establishments), and parts .... 70580-70595 
Flashlights 70600 
Electric free air circulating fans ....... 70610 
Filament bulbs (lamps) up to and leaiaiine % inch base, the following only: carbon 

filament; Christmas tree; clearance bulbs, flashlight; incandescent; lens; and 

metal filament 70630 
Other filament bulbs (lamps) up to and intadinn % inch, except sealed beam auto- 

motive headlamps 70630 
Filament bulbs (lamps), over % inch base, the following only: carbon filament; 

clear; frosted; incandescent; metal filament; photoflood; and projection 70645 
Electric household equipment and appliances, and specially fabricated parts and 

accessories, n.e.c. 70680-70738 
Electric commercial cooking (except bakery), and food service equipment, n.e.c., 

and specially fabricated parts and accessories, n.e.c. ............ 70740 
Incandescent portable lamps eye 70961 
Electric lighting fixtures, n.e.c., and specially fabricated ents and accessories, 

n.e.c., including parts for incandescent and fluorescent lighting fixtures and port- 

able lamps, except explosion-proof fixtures; starters; and vaporproof fixtures .. 70969 
Electrical apparatus, n.e.c., and parts, n.e.c., the following only: appliance cords, 

complete with plugs; Christmas tree lighting sets; cord sets, electric; drive-in 

windows for bank deposits, electrically operated; dryers, face and hand; electric 

paint mixers; electric whisk brushes; extension cords, complete; flashlight battery 

parts; flashlight parts; foot vibrators; fountains, decorative; fuse parts; fuse plug 

bodies; fuse plug parts; insect control units; insect killers; metal signs, electric; 

neon signs; neorite units (control of neon sign animation); parts, n.e.c., specially 

fabricated for electric free air circulating fans; range-refrigerator combinations; 

safety cap lamps; sign flashers; sign letters; signs, electric; traffic signal lights; 

window-opening devices, commercial-type, electrically operated : 70999 


Power generating machinery, n.e.c.: 
Gasoline outboard motors, 15 helitinineer and under 71482 
Parts and accessories specially fabricated for gasoline outboard motors 15 horsepower 
and under ; sd 71590 


Construction, excavating, mining, oil field, and related machinery: 

Asphalt heating kettles and heaters only 72151 

Concrete batching, mixing, placing, paving, finishing, and curing units, and auxiliary 
units, the following only: buggies; concrete floor machines; concrete vibrators; 
grout mixers; plaster and mortar mixers; and rotary finishers.............. 

Parts and accessories, n.e.c., specially fabricated for the equipment covered in anes 
entries under Schedule B Nos. 72151 and 72155 .. 

Dirt tampers only 

Construction and maintenance equipment, n.e.c., and specially fabricated parts and 

accessories, n.e.c., the following only: 

Asphalt cutters; clay spades 

Overhead hoists, pendant type 

Parts and accessories, n.e.c., specially fabricated for pendant-type ov yountend hoists. 

Elevators and moving stairways, n.e.c., and specially fabricated parts and accessories, 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 





Schedule 
Commodity B No. Symbol 





Other industrial machines and parts: 
Bakery machines, n.e.c., and specially fabricated parts and accessories, n.e.c. ........ 76002 
Flour-mill and gristmill machines, n.e.c., and specially fabricated parts and ac- 

Seenrtes, Ge. Po Ses. CEU OEES s 76050 
Rice mill machines, and specially fabricated parts and accessories, n.e.c. ...........- 76090 
Sugar-mill machines, n.e.c., and specially fabricated parts and accessories, n.e.c. .... 76110 
Cannery machines, n.e.c., and specially fabricated parts and accessories, n.e.c., except 

piping made of or lined with any corrosion resistant materials 76125 
Bottling, bottle-washing, and bottle-labeling machines, and specially fabricated parts 

eed areennte We las 6's sve 20 35 09005 006 bok deat aed Vie erase enaernes 76131-76132 
Meat and other food grinding and cutting power-driven machines, n.e.c., and specially 

Sebetented wurte, Cie SRONINE I: MGs. ois <0 6 Kcneinis os dddapde aes CxdwReeDaeen 76151 
Food and beverage processing machines, n.e.c., and specially fabricated parts and 

accessories, n.e.c. 76195 
Cigarette and cigar-making, and tobacco processing machines, n.e.c., and specially 

fabricated parts and accessories, n.e.c. ........... 76200 
Paper-converting machines, and specially fabricated parts and accessories, n.e.c. .... 76270-76281 
Woodworking machines and specially fabricated parts and accessories, n.e.c. ........ 76310-76390 
Air conditioning and mechanical refrigerating equipment: 

Ice-making machines, n.e.c., and specially fabricated parts and accessories, n.e.c... 76505 

Self-contained commercial type refrigerators and freezers, n.e.c., except blood, bone, 

and tissue bark freezers, and deepfreeze storage cabinets 76561 

Commercial type refrigerators and freezers (other than self-contained), n.e.c., 

follows: 
Refrigerators and freezers, except refrigerating systems for trucks and railway 


Refrigerators and freezers, except refrigerating systems for trucks and railway 
cars and walk-in coolers 
Parts, n.e.c., specially fabricated for replacement only in air-conditioning and re- 
frigeration equipment specified on this list under Schedule B Nos. 76505, 76561, 
and 76591 a nyacde 76605 
Refrigerator defrosting clocks s 76680 
Centrifix type RW line purifiers ae 77083 
Hand pumps, n.e.c., and windmill pumps ; 77109 
Self-contained household water systems (with or without tanks) 77113 
Service station pumps only 77115 
Parts and accessories, n.e.c., specially fabricated for the pumps specified on this list 
under Schedule B Nos. 77109, 77113 and 77115 77119 
Paint spraying machines, n.e.c., and specially fabricated parts and accessories, n.e.c.. . 77200 
Commercial laundry and dry cleaning equipment (including power-driven machines), 
and specially fabricated parts and accessories, N.€.c. ...... 0... cece cece eee eeees 77381-77385 
Seales and balances, other than industrial and commercial, and specially fabricated 
parts and accessories, n.e.c., except lead scale weights 77442-77447 


ammo 


mm 


Wrapping, packaging and filling machines, n.e.c., and specially fabricated parts and 

accessories, n.e.c. ...... 77490 
Leather-tanning and leather-working machines, n.e.c., and specially fabricated parts 

and accessories, n.e.c. 77530 


Lubrication equipment, n.e.c., and specially fabricated parts, and accessories, n.¢.c... 77545 
Presses, power-driven, n.e.c., the following only: 
Briquetting presses . aH Serivenys 77596 
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Commodity 


Other industrial machines and parts—Continued 

Industrial manufacturing and service-industries machines, n.e.c., and specially fabri- 
cated parts, n.e.c., the following only: 

Abattoir equipment; boiler room specialty tools; broom-making machines, except 
broom-sewing; broom winding, scraping and chipping machines; brush-making 
machines; button covering machines; button making machines; candle making 
machines; casket lowering devices; clay guns; cleaning machines, steam; cleaning 
units, sack; creosoting equipment, for wood products; dehairers (abattoir); dish- 
washers, commercial; Dri-Air units; exhaust fume control units; fish reduction 
machines, for the manufacture of fish meal for animal feed; flame arrestors; floor 
finishers, industrial-type; floor sanders, industrial type; floor scrubbing machines; 
floor surfacers, industrial type; fluorescent lamp disposal units; fumigation cham- 
bers; fur-blowing machines; fur-treating machines; garbage burners, industrial 
and commercial; garbage grinders, industrial and commercial; hat-blocking ma- 
chines; hat-making machines; ice-crusher slingers; ice saw and drill machines, 
combination type, engine driven; incinerators, industrial and commercial; jacks, 
power, general purpose; Koch “Cash X” pistol (slaughter house); linoleum making 
machines; measureograph machines for measuring cloth; nutter; paint markers for 
marking pavement; paper match assembly (booking machines); pin ticketing ma- 
chines (tag-to-product applying); power sprayer-type cleaning outfits; reels, hose 
and cable, power operated; refrigerant charging apparatus, automatic; shoelace 
tipping machines; slaughterhouse machines; smoke generators, except military; 
stone products manufacturing machines; tank-cleaning machines; tube cleaners; 
tube expanders, maintenance type; vacuum cleaners, industrial type; vibrating 
paper joggers; vibrators, hydraulic; wallboard plaster core machines; watch-clean- 
ing machines; zipper manufacturing machines 














































































































Abrasive circulators; abrasive coating machines; acetylene gas generating ap- 
paratus, unitized; assembling fixtures, production, except those for production of 
military equipment; BRI (Basic Refractories Injection) guns; battery making 
and assembling machines; cutting machines for brick, tile, ceramics, and similar 
non-metallic materials, except powder cutting machines; line-traveling coating 
and wrapping machines for pipes and tubes; Permanent Magnet Ferro Filters; 
pipe line cleaning machines; water super-heaters; waxing machines, industrial; 

welding rod brushing machines; and welding rod feeders 







































Office, accounting, and computing machines: 


Addressing machines, except punch-card type, and specially fabricated parts and 
accessories, n.e.c. 

















Duplicating machines, and specially fabr ‘cated parts anh accessories, n.e.c. er 
Cash registers, and specially fabricated parts and accessories, n.e.c. ............2++: 
Typewriters, standard and portable, new, used and rebuilt 
Hectowriters ............ Sach kg aera aa ered 
Parts and accessories, n.e.c., specially fabricated for whewelbers Ate 
Staplers, office type . 


Mail-handling machines, and specially fabricated parts anil accessories, n.e.c. 
Check-handling machines, and specially fabricated parts and acessories, n.e.c. ..... 
Office machines, n.e.c., and specially fabricated parts and accessories, n.e.c., except 
adding machines, non-listing; calculating machines; card punch equipment; collat- 
ing machines; Coxheadliners; cylinder shaving machines; cylinders for dictating 
machines; discs for recording machines; Formaliners; foto-list machines; head- 
liners; lightning calculators (adding machines); listing adding machines; magnetic 
tape for recording machines; needles for recording machines; photo composing 
machines; pocket adding machines; and remote dictation stations 
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Schedule 
B No. 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Commodity 


Printing and bookbinding apparatus: 

Typesetting machines, and specially fabricated parts and accessories, N.e.c......... 

Printing presses, including decorating presses, and specially fabricated parts and ac- 
cessories, n.e.c. 

Printing apparatus, n.e.c., and specially fabricated parts and accessories, n.e.c., the 

following only: 

Ponts; handsaws; and linotype Matrices... oo ssc cacdssc cvscineecececeeeerveecons 
Embossers and embossing equipment 


Agricultural machines, implements, and parts: 
Milk room equipment, and specially fabricated parts and accessories, n.e.c. ........ 
Poultry equipment, and specially fabricated parts and accessories, n.e.c. ............ 
Other agricultural machines and implements, except power sprayers (78073), power 
dusters (78077), and portable and semi-portable irrigation systems, farm-type 

(78705) (excludes parts and accessories) 


Tractors, n.e.c., parts and accessories: 
Garden tractors and motor tillers ... 
Parts and accessories, n.e.c., specially fabricated for garden tractors and motor tillers 
(8 horsepower and under) 


Other vehicles and parts: ; 
Bicycles, and specially fabricated parts and accessories, n.e.c. . 
Farm wagons, drays, and trailers, except logging wagons (report logging wagons 
in 79996) 
Vehicles, n.e.c., and specially fabricated parts, n.e.c., except logging wagons, motor 
scooters, Sno-cats, and Sno-cat trailers 


Coal-tar and other cyclic chemical products: 
Coal-tar and other cyclic dyes and stains, n.e.c., the following only, in small packages 
of 2 ounces or less: dye tablets; easter egg colors, except of vegetable origin: and 


household tints and dyes - 


Medicinal and pharmaceutical preparations: 
Castor oil, medicinal grade, in 16 oz. containers or less 
Menthol, bulk 


Cold, cough and bronchial preparations, except vaccines 

Tonics, blood purifiers, emulsions and appetizers 

Laxatives, purgatives, cathartics and stool-softening agents, 
magnesia 

Antacids und digeahive peaparatians. .5:2:. 0206 wes cysba We nis seeds Cos ceed ews ever 

Elixers, fluidextracts, tinctures, and similar liquid solutions, n.e.c. .............-.-- 

Drugs and medicinal preparations, in dosage form, n.e.c., the following only: corn 
and foot remedies; liniments; mouth washes, gargles, and personal antiseptics 


including milk of 


Chemical specialties: 

Nicotine sulfate and copper sulfate 

Lead arsenate and calcium arsenate 

Paradichlorobenzene 

Benzene hexachloride, technical, and formulations containing 6 percent or more gam- 
ma isomer of benzene hexachloride 

Agricultural insecticides and insecticide formulations, n.e.c., the following only: Ben- 
zene hexachloride and compositions, containing 1 to 6 percent gamma isomer. 


Schedule 
B No. 


77900-77905 


77910-77915 


77951 
77951 


78013-78025 
78045-78061 


78071-78715 


78793-78798 


78895 


79714-79715 


79735 


79996 


80599 


81110 
81398 
81500 
81530-81540 
81600 


81615 
81650 
81700 


81800 


82001-82010 
82020-82030 
82056 


Symbol 





COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
B No 


Chemical specialties—Continued 
Fumigaats, soil, grain, and industrial, except Acrylon fumigant; azobenzene fumigat- 
ing powder; cyanide, crude; cyanogas; DD (dichloropropene-dichloropropane miz- 
ture); Dowfume W-85; fumo gas; nematacides; nicotine fumigating powders; soil 
fumigants (chemicals); and soil fumigators 
Insecticides and other pesticides, household and industrial, n.e.c., except aerosol bombs; 
bug bombs; moth balis; and naphthalene balls and flakes in packages exceeding 
5 pounds 82270 
Disinfectants, household sed industrial, n.e.c. ; eS ee 82280 
Baking. powder 22.666 ccsccce 82300 
Textile specialty ianiiiiinalais 
Textile oil; and yarn conditioning liquids ........... ime 82385 
Other textile specialty compounds, n.e.c. .. a ee 82385 
Tanning specialty compounds, n.e.c., except chromium tanning mixture 82390 
Regenerated cellulose (except rayon) sheets and rolls, including printed 82700 
Cementing preparations, n.e.c., for repairing, sealing and adhesive use, the following 
only : 
Automobile top sealer; floor cement; floor patch, concrete; linoleum cement, except 
rubber ; linoleum paste, except rubber; roofing cement; and running board cement 
Acetate cement; cementing compound, sulfur and tar; cementing preparations, for 
pyroxylin watch glasses; film cement with paraffin; iron cement; polishing wheel 
cement; soil pipe cementing preparations; solder glue; thread lubricant and seal 
compound; tire-cut filler; and wallboard cementing preparations 82740 
Detergents, all types . 82870 
Specialty cleaning and washing compounds, n.e.c., except rifle cleaning compounds.... 82895 
Shoe polishes and shoe cleaners .... baw ‘ 82910 
Auto top dressing; belt dressing; and shoe dressing . , Tr 82920 
Other leather dressings, oils, polishes, and stains ah 82920 
Polishes, n.ec. .... : Gin pate awale 82925 
Synthetic essential oils ..... ev's p% ty Rae 82932 


sx cree 


Odoriferous chemicals of synthetic origin only .. ho ‘ 82936 
Odoriferous compounds containing natural and/or synthetic enctntial oils and/or 
odoriferous chemicals of natural and synthetic origin for perfumery, n.e.c. ....... 82941 
Flavors and flavoring extracts, natural and synthetic ... Jiowivnenee 2945-82956 
Pectin and preparations ... 82960 
Licorice extract and mass ..... ‘ MW iTAE ie 82990 
Chemical specialty compounds, n.e.c., the following only: 
Brewer’s finings; chemical compounds for manufacturing ice cream; chill proofing 
compounds; clarifier for beer or ale; clarifying powder, for wines; denatured 
alcohol, solidified; hat finishing powder; ink eradicators; laundry sour; lipstick 
bases; lipstick waxes; marble polish; meat curing compounds; platinum liquids 
for decorating china and glass; platinum plating solutions; rosin size; secondary 
and minor plant nutrients, n.e.c.; shaving cream base, concentrated; silk-stocking 
savers, in tablet form; silver liquids for decorating china and glass; soil condi- 
tioners, synthetic; and dough improvers s2999 H S$ 
Aluminum stearate solution for waterproofing masonry; heowers’ tank coating com- 
pound; buffing compounds, chemical; calcium chloride and salt compound; ceramic 
printing paste; cigar and cigarette lighter fluids; concrete nardeners; concrete 
plasticizer compounds; concrete waterproofing compound; Diol oleate (rubber 
thread lubricating compound); etching compounds; fluorescent powder, daylight 
(magnesium sulfate and ammonium tungstate); glycerol stearate (emulsifying 





COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


aS 


Schedule 
Commodity BNo Symbol 


Chemical specialties—Continued 
agent); indicating paste; industrial enzymes; ink conditioners; ink thinners, for 
cellophane printing; iron oxide suspension (spirit dispersion); leather binding 
compounds; metal patch alloy; metal patch solvents; metallic hardeners for cement 
floors; model airplane engine fuels; paint oil, SPX (linseed oil substitute consisting 
of fish-oil base and thinners); paper-coating paste; pickling inhibitors; plant hor- 
mones; road binding compound; saturating compounds, asphalt base; screening 
pastes; shark deterrents; shellac substitutes; tale paste; and white camphor oils.. 82999 


Industrial chemicals (exclusive of medicinal chemicals, U.S.P. and N.F.): 

Organic acids and anhydrides, the following only: A, B-dibrcmopropionic acid; adeny- 

lic acid; camphoric acid; and camphosulfuric acid .. . 83030 
Ethyl alcohol alia na ai ; 83151 
Alcohols, n.e.c., the following only: diacetone alcohol ' ; 83159 
Organic chemicals, except cyclic, the following only 

tonaldehyde; cyanacetamide; diethy! malonate; dimethy! glyoxime; dipentaerythritol 

acetate; dipentaerythritol hexapropionate; dipentaerythritol hexybutyrate; ethyl 

butyrate; ethyl chloride; ethyl chloroacetate; ethy! chlorocarbonate; ethyl formate; 

ethyl hydrogen sulfate; ethyl lactate; ethyl malonate; ethyl mefcaptan; glutaronit- 

rile; glyceryl monostearate; methyl glutamate; methyl hydroxy acetate (methyl 

glycolate); methylinoylacetaldehyde; methyl stearate; mono!sopropanolamine; 

monopentaerythritol diacetate dibutyrate; monopentaerythritol tetrabutyrate; pen- 

tanedione 2-4 (acetylacetone); perpinyl acetate; sodium carboxymethyl-cellulose; 

tri-ethyl phosphate; and zein (corn protein denaturant) .. 5 aati 83299 
Aluminum compounds, the following only: alum, crystallized; aluminum. fluoride; 

aluminum nitrate; aluminum silicate; ammonia alum; potash alum; potassium 

alum; potassium aluminum sulfate: soda alum; sodium alum; sodium aluminate; 

and sodium aluminum sulfate .... tata ie aire alain . 83390 
Potassium compounds, except fertilizers, thy following only: 

Cream of tartar (synthetic included) ......... 83590 

Potash-magnesia carbonate; potassium arsenite; 


H 
H 
H 
H 
HS 
H 
HS 
H 
H 


bisulfate; potassium meta-bisulfite; potassium phosphate, monobasic; potassium 

silicate; potassium sulfate; potassium sulfide; and rochelle salts 83590 
Sodium bicarbonate or baking soda Canis 83670 
Sodium compounds, n.e.c., the following only: 

monium phosphate; sodium arsenate; sodium bisulfite; sodium chlorite; sodium 

orthosilicate; sodium sesquicarbunate; and sodium thiosulfate ; 83799 
Hydrogen peroxide or dioxide, 5 percent solution or less ... aT 83973 
Metal salts of organic compounds, except paint and varnish driers, the following on!y: 

aluminum acetate; aluminum dihydroxyaminoacetate; aluminum formate solutions; 

aluminum isopropylate; aluminum lactate; aluminum octoate; aluminum oxyquino- 

late; ammonium acetate; ammonium alginate; ammonium bitartrate; ammonium 

ferric oxalate; ammonium oxalate; ammonium thioglycollate; antimony lactate 

(antilac); cadmium acetate; cadmium octoate; cadmium salicylate; calcium ace- 

tate; calcium formate; calcium linoleate, except paint and varnish dryers; calcium 

tartrate; chlorophyll, dry; chlorophyll solution (in oil); iron protoxalate; iron 

sodium oxalate; magnesium oxyphenyl arsenate; manganese acetate; phenyl mer- 

cury acetate; potassium dcetate; potassium bitartrate; potassium oxalate; potassi- 

um oxychinolin sulfonate; potassium salicylate; sodium bitartrate (acid sodium tar- 

trate); sodium formate; sodium gluconate; sodium methylate; sodium oxalate; 

sodium potassium tartrate; sodium propivnate; sodium salicylate; sodium stearate; 

tartar emetic; zinc acetate; and zinc stearate ........ 0.0. cece eee eee eee 83979 H 


40514 O- 59-4 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


—= 


Schedule 
Commodity B No. Syma 


Industrial chemicals (exclusive of medicinal chemicals, U.S P. and N.F.)—Continued 

Industrial chemicals, n.e.c., the following only: aieteen sulfate; calcium oxide; 
calcium polysulfide; calcium silicate; chalk, precipitated; dicalcium phosphate; 
Epsom salts; ferric hydroxide; ferrous carbonate; ferrous chloride; ferrous sul- 
fate; iron chloride; iron hydroxide; iron phosphate; iron sulfate; iron sulfide, 
granular; kieserite, natural; lead arsenite; lime bi-sulfate; lime phosphate; mag- 
nesium arsenide; magnesium phosphate; magnesium silicate, hydrated; magnesium 
silicate, precipitated; magnesium silicofluoride; magnesium sulfate; magnesium tri- 
silicate; monocalcium phosphate, except as fertilizer; monocalcium sulphate; pal- 
ladium chloride; palladium salts and compounds; silver chlorides; silver cyanide, 
industrial; silver nitrate; silver sulfate; silver sulfide; sodium silico aluminate; 
talcum powder, precipitated; zinc carbonate; zinc cyanide; zinc hydrosulfite; z.nc 
nitrate; zinc peroxide; zinc phosphate; and zinc sulfate, except as fertilizer 


Pigments, paints, varnishes and related materials: 

Iron oxide pigments, dry, synthetic and natural (mineral earth pigments) 
Pigments, n.e.c., the following only: 

Copper ore pigments; lead phosphate pigments; luminescent zine pigments, not 

radioactivated 84290 
Extender pigments, dry, as follows: barytes, ground; calcium sulfate: and gypsum, 
ground 84290 

Bituminous coatings, liquid and plastic, n.e.c. ; 84300 
Artists’ colors 84311 
Water paints in paste form enh ae 84323-84325 
Lacquers: aluminum, silver, gold, and pearl 5 ep 84337 
Ready-mixed paints, stains, and enamels, n.e.c., except fluorescent edie. mixed paints, 

stains, and enamels; and except antifouling types (including all those containing 

cuprous oxide), and those containing polytetrafluoroethylene (e.9., Teflon), polytri- 

fluorochloroethylene and silicones 
Varnishes (oil or spirit), natural or synthetic, n.e.c., except antifouling types (includ- 

ing all those containing cuprous oxide) and those containing polytetrafluoroethylene 

(e.g., Teflon), polytrifluorochloroethylene, and silicones 
Water paints, dry; and paste and semipaste paint colors in oil, putty and paste wood 

fillers, n.e.c., except antifouling types (including all those containing cuprous oxide), 

and those containing polytetrafluoroethylene (e.g., Teflon), ‘polytrifluorochlor- 

oethylene and silicones tara nie “ola da 84459 


Fertilizers and fertilizer materials: 
Phosphate rock 85153-85157 
Other phosphatic fertilizer materials Bs 7" 85191-85200 
Potassic fertilizer materials, except potassium chloride Pen 85310 
Prepared fertilizer mixtures ; en wae ; 85510 


Soap and toilet preparations er 7110-87700 


Photographie and projection goods: 
16mm Motion-picture cameras, except gun cameras and special purpose military 
cameras 
8mm Motion-picture cameras 
Hand-type, fixed focus still cameras 
Parts and accessories, n.e.c., specially fabricated for cameras, the following only: 
cable releases; camera stands; carrying cases; flash synchronizers; lamp holders. . 





COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Commodity 


Photographic and projection goods—Continued 

Other parts and accessories, n.e.c., specially fabricated for: 16mm motion-picture 
cameras, except gun cameras and special purpose military cameras; 8mm motion- 
picture cameras; and hand-type, fixed focus still cameras 

16mm Silent motion-picture projectors 

8mm Motion-picture projectors, silent only 

16mm miniature still picture projectors 

Motion-picture projection equipment, n.e.c., and specially fabricated parts and ac- 

cessories, n.e.c. : 

Parts and accessories, n.e.c., specially fabricated for 16mm and 8mm silent motion- 
picture projectors 

Motion-picture studio equipment, n.e.c., and specially fabricated parts and accessorié¢s, 

n.e.c., the following only: developing, printing, fixing, or washing tanks or machines 

Motion-picture film, unexposed: 
16mm 
8mm ; 5 aire 
Motion- jictare tame, easieent, or expose one eee leped, ‘oiean' 35mm id over nega- 
tive motion-picture feature films, 4000 linear feet or over (91215); and 35mm and 

over, short subject, negative, less than 4000 linear feet (91245) 

Photographic processing and finishing equipment, professional and commercial (ex- 
cept motion-picture) n.e.c., and specially fabricated parts and accessories, n.e.c., 
the following only: Analyzers; cutting boards; developing equipment; halftone 
glass screens; photo baths, glass; photo blotters; photo scales (enlarger parts) ; 
print rollers; printing frames; printing masks; shading machines. . 

Photographic prints: Foto murals only .... 

Photographic transparencies on film or glass, the following only: Color wendgats 
encies; lantern slides; slide film prints (silent film only) ; 

Photographic and projection goods, n.e.c., and specially fabricated parts and’ ac- 
cessories, n.e.c., the following only: Albums; background, photographic; carrying 
cases; developing tongs; dry mounting press; dry plates; flashing powder; hang- 
ers; magic lantern parts; projector parts, still picture; screens; squeegees; 
View- Masters 


Scientific and professional instruments, apparatus and supplies, n.e.c.: 

Sun glasses, sun goggles, ophthalmic spectacles, ophthalmic lenses, and specially 
fabricated parts and accessories, n.e.c. . 

Optical goods, n.e.c., and specially fabricated parts and accessories, n.e.c., "the aa 
ing only: binocular cases; binocular loupes; cases for opera glasses; folding magni- 
fiers; magnifying glasses; monoculars; spectacle cases of all materials; and 
stereoscopes 

Teeth, dentures, and bridges .... 


Dental, professional, and laboratory equipment, n.e.c., the following only and specially 


fabricated parts and accessvries therefor: bench equipment; bracket tables; cabi- 
nets; casting machines; chairs; compound heaters; control panels; cuspidors and 
cuspidor bowls; denture trimmers; flasks; grinders; investment mixers; investment 
scales; laboratory spatulas; lights and light adapters; mats; presses; processing 
equipment; sand blasters; surveyors; syringes, except rubber; tampers; tongs; 
units; vibrators; and waste receivers 

Dental supplies, n.e.c. 

Nursing bottle washing stecbhons witht (hospital type) 

Surgical appliances, n.e.c., and specially fabricated parts and accessories, n.e.c. 


Schedule 
B No. 


90060 
90083 
90086 
90090 


90270 
90280 
91173-91174 


91178 


91211-91245 


91320 
91340 


91350 


91420-91438 


91499 
91520 


91555 
91559 
91565 
91585 


Symbol 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
Commodity B No. 


Scientific and professional instruments, apparatus and supplies, n.e.c.—Continued 
Surgical and medical apparatus, n.e.c., and specially fabricated parts and accessories, 
n.e.c., except Venopaks, and whirlpool baths 91599 


Miscella 
Mechs 
Mechi 

Musical instruments, parts, and accessories 92110-92975 § Ice re 

Parts 


Miscellaneous office supplies 93031-93990 ho 


Toys, games, athletic and sporting goods, except fishing tackle, equipment, and parts Soda 


suitable only for commercial fishing (94210 and 94215) 94000-94480 § Barb 
sor 
Books, maps, pictures, and other printed matter, n.e.c., except technical data 95100-95690 Shoe 


: sos ‘oin- 
Miscellaneous commodities, n.e.c.: 

* . 7 ‘omr 

Electric clocks, the following only: alarm and mantel 


onl 
1-Day alarm clocks vid 


Non-electric clocks, and specially fabricated parts and accessories, the following only: Gene 
8-day alarm clocks; clock chimes, dials, and glasses; and novelty clocks. 95790 po! 
Watches, watch movements, and specially fabricated parts and accessories, n.e.c...... 95805-95895 g nui 
Works of art, antiques, and collectors’ items, n.e€.c. ......... 2c csc eeseeeeeencnerceee 96100 § Artic 
Rosaries only 96200 
Jewelry and related items, all materials, except solid gold, platinum, and platinum 
group metals 96215-96285 
Jewelry findings, and specially fabricated parts, n.e.c. ...... 66... cee eee eect eeeees 96350 
Crown caps, complete 96805 
Closures for thermostatic containers 96809 
Other bottle and container closures, accessories, and specially fabricated parts, n.e.c.. 96809 
Buttons, and specially fabricated parts and accessories, n.€.c. «1.1.0.6... cece eens -.. 97110-97120 
Lighting devices, n.e.c., and specially fabricated parts and accessories, n.e.c., except 
incandescent mantles .. ae ales Ain peace 97925 
Matches 98000 
Plastic kitchenware and tableware 98151 
Manufactured plastic products, n.e.c., not specially fabricated for particular ma- 
chines or equipment, the following only, except all manufactures of polytetrafloro- 
ethylene (e.g., Teflon) and polytrifluorochloroethylene : 
Cigar ribbons; containers for household use (soap dishes, etc.) ; display equipment 
(forms, display boxes, stands, frames); draperies (not firm, woven); garment 
bags (not requiring cutting or further manufacture for use); hand-mirrors; 
manicure sets; mats; sausage casings, plastic; table cloths (cut to size) ; venetian 
blinds, including separate slats and tapes; baby pants, aprons, bibs, and other 
indoor type wearing apparel.. : ‘ pee eee ware eer erica 
Bathroom fixtures; boxes, empty; casein plastic slides; frames; furniture; handles; 
job trays; knobs; mailing cases; nursing bottles; shower curtains; stoppers, for 
basis and bathtubs; toilet seats; and vials Pictapivns Sas Sas des. SOP avy 98159 
Synthetic sponges 98211 
Brushes and brooms 98220-98265 
Tobacco pipes (all material) 98280 
Umbrellas and parasols 98310 
98315 
Snap fasteners and slide fasteners, and specially fabricated parts, n.e.r. ........... 98390 
Knitting machine needles only 98405 
Notions, novelties, and specialties, n.e.c., and specially fabricated parts and acces- 
sories, n.e.c. 98409 


acer Tet 


= 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
Commodity KNo Symbol 


Miscellaneous commodities, n.e.c.—Continued 

Mechanical (except electric) household type refrigerators 98415 
Mechanical (except electric) farm and home type freezers 98415 
Ice refrigerators, household and commercial types 98420 
Parts and accessories, n.e.c., specially fabricated for mechanical (except electric) 

household type refrigerators, farm and home type freezers, and ice refrigerators 98429 
Soda fountain and bar equipment, and specially fabricated parts and accessori°s, n.e.c. 98460 
Barber and beauty shop equipment, n.e.c., and specially fabricated parts and acces- 

sories, n.e.c. at 98470 
Te I OB. os ong d's hai neeb ee SE ELGh SU Mbds naga EERO embine tabi ties saint 98530 
Coin-operated machines, n.e.c. 98710-98720 
Commodities exported for relief or charity by individuals and private agencies: 

only those commodities which can be exported commercially under their own indi- 

vidual Schedule B numbers within the provisions of General License GHK 99800-99890 
General merchandise valued at less than $25: only those commodities which are ex- 

portable in quantities valued at $25 or over under their own individual Schedule B 

number within the provisions of General License GHK or General License GLSA.. 99910 
Articles not elsewhere classified, the following only: aquarium equipment; Braille 

slates, and parts; brush handles or backs, except wood; busts, for window display 

purposes; canes, except adjustable; coin-operated machine parts, except parts of 

musical machines; distilled water; entomologist supplies; finger-print outfits, and 

supplies; furniture touchup kits; fly swatters, and parts; fly traps, and parts; 

game machine parts, coin-operated; heads for display purposes; incense; manne- 

quins, and parts; nursing bottle sets; parking meter parts; picnic sets; record 

compound; record stock, phonograph; ribbon flycatchers; sand glasses (timers); 

scrap, phonograph record compound; scrap records; shoe shine kits; tattoo outfits; 

taxidermists’ supplies; theatrical wardrobes, complete; vending machines parts, 

coin-operated; end washing machines and parts, household, except electric........ 99990 H § 


H 
H 5 
H § 
H § 
H 
H § 
H §$ 
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= 
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HIRING OF CENSUS ENUMERATORS 














Mr. Rooney. I now have one further question. In this budget you 
are asking for $101,269,000 for the Bureau of the Census, of which 
$8614 million w ‘ould be for the Eighteenth Decennial Census. This 
will involve the hiring of a great many people as enumerators. What 
is the plan concerning the selection of those enumerators? 

Secretary Srravss. ‘Can you answer that, Mr. Moore? 

Mr. Bow. The same as it has been under previous administrations, 
Mr. Rooney. 

Mr. Rooney. I was hoping it would be different. 
Mr. Moorr. We are going to have 2 censuses 
housing and population together, 499 supervisors, who will be paid 
approximately $500 a month; and we will have 11,850 crew leaders, 
who make about $16 a day; and we should have about 190,000 enu- 

merators that will be paid at about $13 a day. 

These are broken down by States, and for the population census 
they are going to have one supervisor in every congressional district. 

Mr. Rooney. ee is all preliminary to what you are going to say! 

Mr. Moore. No; I am just building up. 

Mr. Rooney. Good. 

Mr. Moore. These supervisors will be first selected from referral 
sources. 

Mr. Rooney. From what sources ? 

Mr. Moore. Referral sources. 

Mr. Rooney. What do you call a referral source? 

Mr. Ceperserc. You are looking at one right here. 

Mr. Rooney. I will get a few too, then ? 

Mr. Moore. They in turn will select the crew leaders, who in turn 
will select the enumerators. 

Secretary Strauss. This is to be done as it has been done in years 
past. Nochange. Oh, there is one change, is there not ? 

Mr. Rooney. Who is going to pick these people in my district in 
Brooklyn, N.Y.? 

Mr. Moore. Our referral source, I believe, Mr. Rooney, in your dis- 
trict is—I do not have that list with me. We will go through the 
Republican State Committee in New York. 

Mr. Suetiey. Isthat the pattern in all the States? 

Mr. Moore. That is the pattern in the States where we have Re- 
publican Congressmen. We hope they will help us with referrals in 
their districts. 

Mr. Fioop. What about Republican U.S. Senators? 

Mr. Moore. And Republican U.S. Senators. 

Mr. Roonry. Are Democratic Members of Congress entitled to 

make recommendations? 

Mr. Moore. We would be glad to have your recommendations, 

Mr. Rooney. What will you do with those recommendations? 
Mr. Moore. Send them to our referral sources. 


for agriculture and 








































TENTATIVE BREAKDOWN OF PERSONNEL 


CENSUS 


REQUIREMENTS FOR DECENNIAL 














Mr. Rooney. We shall insert this tentative 
“Personnel requirements, decennial censuses,” 
record. 


State breakdown of 
at this point in the 
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(The list referred to follows :) 


Tentative State breakdown—Personnel requirements, decennial censuses 


(These figures are to be considered estimates only] 





Supervisory 

Crew Enumer- 

State leaders ators 
Field Supervisor 





Alabama: 
Agriculture 
Population 

Arizona: 

Agriculture 
Population 

Arkansas: 
Agriculture 
Population 

California: 
Agriculture 
Population 

Colorado: 
Agriculture 
Population 

Connecticut: 
Agriculture. - 
Population 

Delaware: 
Agriculture : 
Population. -_-.- 

Florida: 

Agriculture - - 
Popumtion. ............ 

Georgia: 

Agriculture 
Population 

Idaho: 

Agriculture - - - - 
Population.-- 

Illinois: 

Agriculture 
Population__. 

Indiana: 

Agriculture - - - 
Population. 

Iowa: 

Agriculture 
Population... 

Kansas: 
Agriculture... 
Population__- 

Kentucky: 
Agriculture__-_---- 
Population - - -- 

Louisiana: 
TION oon on occ ees an 
Population___. 

Maine: 

Agriculture _ - - 
Population___-- 

Maryland: 
Agriculture 
Population. ............ 

Massachusetts: 3 
Agriculture - - . 
Population ___-- 

Michigan: 
Agriculture... -...-- 
Population___-- 

Minnesota: 
Agriculture 
Population 

Mississippi: 
Agriculture 
Population 

Missouri: 
Agriculture. --.-.-.-.--- 
Population 

















' See Massachusetts. 
? See New Jersey. 
> Census of agriculture figures include those for Rhode Island and Connecticut. 








State 





Montana: 
Agriculture 


Nebraska: 


Agriculture. - 


Population. ----- 


Nevada: 


Agriculture. --.__-- e 
I oS cS ececccaceekte Nees 
New Hampshire: ¢ | 
IN Do sails Sig wnadiieiakinia Cncononke ; 
EN Salk nc ik St omar mcenn 


New Jersey:® 
Agriculture 
Population__- 

New Mexico: 
Agriculture 
Population : 

New York: 
Agriculture 
Population_-. 

North Carolina: 
Agriculture 
Population_.- 

North Dakota: 
Agriculture 
Population... 

Ohio: 
Agriculture 
Population. 

Oklahoma: 


Agriculture. - - 


Population. -- 
Oregon: 


Agriculture. ..........<. 


Population -_. 
Pennsylvania: 

Agriculture 

Population. -- 
Rhode Island: 


Agriculture. - 
Population. .-- -- 


South Carolina: 
Agriculture - - 
Population 

South Dakota: 


Agriculture -_- 


Population. -. 
Tennessee: 


Agriculture - -- a 
rare 


Texas: 


Agriculture - -- 


Population 
Utah: 
Agriculture 


Population___- 


Vermont: 


Agriculture -_-----_- 


Population... 


Virginia: 


Agriculture - _ ---- 


Population_- 
Washington: 


Agriculture - - - 


Population 
West Virginia: 


Agriculture... 
Population. ._- 


1 See Massachusetts. 


4 New Hampshire census of agriculture figures include those 
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Population. - 





Supervisory 
Field Supervisor 
assistant 


Crew 
leaders 


[These figures are to be considered estimates only] 


Tentative State breakdown—Personnel requirements, decennial censuses—Continued 


Enumer- 
ators 





to 


nN 








to 


or 


12 | 


to 


to: 
on 


to 


6 


for Vermont. 


§ New Jersey census of agriculture figures include those for Delaware. 


6 See New Hampshire. 





21 
40 


47 


16 


17 


18 
330 


49 | 


920 
250 
38 
68 


520 


125 


26 | 
100 | 


73 
675 


50 


43 
135 


74 
190 


134 


525 | 


16 | 
45 


42 | 


200 


36 


150 
34 | 


110 








315 


270 
5, 225 
765 


735 
14, 750 


1, 350 
4, 135 
510 
590 
1, 020 
8, 490 
810 
2, 080 


390 
1, 610 


1, 095 
10, 900 






Tent 
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Tentative State breakdown—Personnel requirements, decennial censuses—Continued 


(These figures are to be considered estimates only] 





Supervisory 


Supervisor 





Wisconsin: 
I do Sodan sitesi aces Jebeaeaie 870 
Population 3, 580 
Wyoming: 
Agriculture : 150 
PN oe B68 dn Ses dbiind Fists nth etinetictabk ott. 290 
District of Columbia: Population.. 750 





’ 188, 894 
Agriculture. -... 30, 775 
Population : 158, 119 


PERSONNEL REQUIREMENTS FOR 1959 CENSUS OF AGRICULTURE AND 1960 
CENSUS OF POPULATION AND HOUSING 


Mr. Roonry. I shall also insert this statement with regard to per- 
sonnel requirements for the 1959 census of agriculture and for 1960 
census of population and housing. 

(The statement follows:) 


PERSONNEL REQUIREMENTS FOR 1959 CENSUS OF AGRICULTURE AND FOR THE 1960 
CENSUS OF POPULATION AND HOUSING 


CENSUS OF AGRICULTURE 


The census of agriculture will be taken in October and November 1959 by 
a temporary work force numbering about 30,000 persons. 

Recruitment of personnel will be handled by field assistants in about 110 
regional areas covering the Nation. Widespread local publicity will be given 
the recruitment program well in advance of actual hiring dates. 

Approximately 2,000 crew leaders and 25,000 to 30,000 enumerators will be 
recruited during September and October. Candidates for these positions will 
apply directly to the field assistants, not to the Census Bureau in Washington. 

Both crew leader and enumerator applicants will be required to pass a quali- 
fying test administered by the Census Bureau. 

Crew leaders will be responsible for the work of 10 to 20 enumerators, will 
work about 8 weeks on a full-time basis, and will earn approximately $15.50 
for an 8-hour day. 

Enumerators will be paid on a piecework basis designed to yield about $12 
daily for diligent work. These are full-day jobs and will last about 3 weeks. 


CENSUS OF POPULATION AND HOUSING 


The census of population and housing will be taken as of April 1, 1960, by 
a temporary work force numbering approximately 170,000 persons. 

Approximately 10,000 crew leaders and 160,000 enumerators will be recruited 
by about 380 temporary district offices which will be established by the Bureau 
throughout the Nation. Candidates will apply during February and March 
directly to the district office supervisors, not to the Census Bureau in Washington. 

Both crew leader and enumerator applicants will be required to pass a quali- 
fying test administered by the Bureau. 

Crew leaders will be responsible for the work of 15 to 20 enumerators, will 
work 5 to 8 weeks on a full-time basis, and will earn approximately $15.50 for 
an 8-hour day. 

Enumerators will be paid on a piecework basis designed to yield about $12 
daily for diligent work. These are full-day jobs and will last from 2 to 4 weeks. 
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GENERAL QUALIFICATIONS FOR CREW LEADERS AND ENUMERATORS M 
ud 
Applicants must be: b f 
1. U.S. citizens, at least 18 years of age. requ 
2. Able to devote full time to the position. is th 
3. Licensed to operate and must provide privately owned automobile in Se 
rural areas. M 
4. Physically vigorous, with good hearing and vision. ¢ 
5. Residents of the area near their assignment. as 
6. Able to read maps, to conduct interviews, and to pass a written test, full 
Applicants may not be: M 
1. Presently or recently associated with law-enforcement or tax-assessing cetl 
or collection agencies. i 
2. Holding any office in a political organization or club engaged in any ule 
form of political activity, or otherwise taking an active part in political bud. 
management or political campaign during period of employment. that 
3. Receiving a pension or annuity as a former Federal Government em- LT 
ployee or military officer. : 
4. A full-time officer or employee of a State or local government (teachers bale 
and librarians excepted). for 
. . . . r 6 
Mr. Rooney. I note that in connection with this you say, “Both crew The 
leaders and enumerator applicants will be required to pass a qualify- S 
ing test administered by the Census Bureau.” ) 
f the applicant is a registered Democrat, would that disqualify 
him,? 
Mr. Moorr. I can tell you \ 
Mr. Roonry. Yes, but why do you not answer the question ? a 
Mr. Moore. It all depends on what happens on that examination, aa 
Mr. Rooney. ni 
Mr. Rooney. Mr. Bow. fe 
cer 
. ieetneieianmer, cue. .in ; the 
COMMENDATION OF SECRETARY om 
Mr. Bow. Mr. Secretary, we are delighted that you could appear be- tha 
fore the committee and congratulate you on your statement you have dt: 
made. ~ 
Secretary Srrauss. Thank you, sir. 
Mr. Bow. I think the administration and the country is fortunate to Sul 
be able to call on you for your services in this very important post as rec 
Secretary of Commerce. ) 
Secretary Srravss. It is a privilege if I am able to qualify, Mr. th 
Bow. St 
Mr. Bow. And we will look forward to a pleasant and close associa- pr 
tion with you on it. You are a fine American and you have in the past fu 
rendered outstanding service to your country. Anyone who would 
doubt that just is not informed. mi 
Secretary Srrauss. Thank you again, sir. 
di 
BALANCED BUDGET C 
Mr. Bow. There has been some question on these increases and bal- th 








ancing the budget. Of course it is the President’s desire to have a 
balanced budget. Is it not true that if all of the budget estimates sent 
by the Budget Bureau to the Congress were held at the level submitted 
by the Bureau of the Budget, we would have a balanced budget? 
Secretary Srravss. It is my information and belief that that is so, 
yes, sir. 
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Mr. Bow. But if and when the Appropriations Committee takes a 
budget and reports it out at $125 to $130 million more than has been 


requested, then we are in difficulty in trying to balance the budget; 
is that not correct ? 


Secretary Strauss. That is correct, sir. 

Mr. Rooney. Mr. Bow, I assure you of my full cooperation insofar 
as this budget. is concerned, and I will assist you in cutting it to the 
fullest extent possible. 

Mr. Bow. I know the gentleman will do that, and we worked to- 
gether on this budget and others, I am sure we will work together in 
the interest of a sound economy. It is these large increases in other 
budgets, not requested by the President but added by the Congress, 
that disturb me. ! 

If we follow the recommendations of the President, we can have a 
balanced budget. I will reserve further questions, Mr. Secretary, 
for members of your staff when we come to the particular items. 
Thank you. 

Secretary Strauss. Thank you. 

Mr. Rooney. The gentleman from Washington, Mr. Horan? 


TRANSFERS OF FUNDS 


Mr. Horan. I want to join with my colleague in his sentiments re- 
garding you in your present capacity. I think since we have had 
quite a bit of discussion about the number of personnel involved in 
this particular part of the budget, and the increases in personnel and 


certain of the provisions, I think you should supply to the committee 
the transfers of funds from other departments, which are involved 
here because I am quite certain that a number of the new personnel 
that are required here or requested here for the National Bureau of 
Standards has come through congressional demands for more studies 
in the missile field, for instance. 

Secretary Srrauss. I believe that to be true, and I am unable to 
supply you with confirmation of it here. I will supply it for the 
record, however, if that is satisfactory. 

Mr. Horan. I think it would add to our fuller knowledge to have 
that supplied for us, the transfer of funds, because the Bureau of 
Standards almost always operates on about 50 percent direct appro- 
priations and the remainder of their total budget is by transfer of 
funds. 

Secretary Strauss. That is correct, and we will supply that infor- 
mation by letter for the record. 

Mr. Horan. Could you also indicate any other of these 12 or 15 
divisions of your Department that are affected by transfers of funds? 
Could we have that too? 

Secretary Srrauss. That will be supplied as well to the extent that 
they are; yes, sir. 
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(The information follows :) 


Summary of activities financed from sources other than direct appropriations to the 
Department of Commerce 


Bureau 1958 1959 1960 

General Administration $2, 152, 386 $2, 498, 740 $2, 606, 265 
Bureau of the Census 5, 488, 482 5, 458, 832 6, 805, 418 
Coast and Geodetic Survey 4, 434, 273 4, 743, 385 3, 360, 400 
Business and Defense Services Administration 997, 262 887, 295 2, 538, 200 
Bureau of Foreign Commerce 140, 875 - fe 
Office of Business Economics 150, 925 92, 604 | 85, 362 
Maritime Administration 21, 852, 387 10, 806, 635 5, 871, 650 
Bureau of Public Roads 54,950,245 | 54, 636, 319 | 45, 621, 574 
National Bureau of Standards ‘ | 18, 961,500 | 19, 571, 000 18, 286, 000 
Weather Bureau = 6, 128, 584 6, 752, 666 6, 286, 170 

Total __- 115, 256, 919 105, 447, 476 | 91, 461, 039 


TRANSFER OF RESPONSIBILITY WITH CREATION OF FEDERAL AVIATION 
AGENCY 


Mr. Horan. I think that is all I have at this time except this com- 
mittee, this subcommittee, was quite disturbed at the loss of the CAA 
when the FAA was created because we had taken an intense interest 
in that work, and we felt that we were quite qualified to handle that 
particular appropriation or at least we had some background for 
it. 

Secretary Srrauss. For my information where does it now head 
up? 

Mr. Bow. Independent. offices. 

Mr. Horan. You have no concern there, but what was the de- 
termination to separate it from the Department of Commerce? 

Secretary Strauss. That — the year 1958 before I was con- 
nected with the Department. I do not know the circumstances. The 
committee before which it will be appearing is the one I appeared be- 
fore for years as chairman of the Atomic Energy Commission, and 
it is a good, hard working subcommittee of your committee. 

Mr. Horan. Yes. I was not criticizing any other subcommittee. 

Secretary Srravuss. I was really assuring you it was a good com- 
mittee. 

Mr. Horan. But I was wondering what the reason was. I thought 
it was quite good to have all of the facets of transportation in one 
shop. I may ‘be wrong onthat. What is your feeling? 

Mr. Bow. Will the gentleman > yield ? 

Mr. Horan. Yes. 

Mr. Bow. It was separated by an act of Congress. We voted to 
create the FAA. It was Congress that did it. "The Department of 
Commerce had nothing to do with it. It was our own legislation 
that did it. 

Mr. Mvuetier. We did coordinate many of the other agencies that 
were brought to the FAA, certain functions of the CAB, that were 
not under the control of the Department of Commerce were brought 
in under the FAA. 

Secretary Srravuss. And certain things of the Department of De- 
fense. 
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Mr. Muetier. The idea was to get all those particular functions 
in one agency. 

Secretary Srrauss. My belief is, and it is coming back to me as 
I read the papers, one of the objectives was to accomplish greater 
safety. 

Mr. Horan. Which is why we appropriated, I think, $35 million 
for that particular phase of it. It began with the search for the use 
of electronic and monitoring devices and automation in the control 
rooms in your airports. 

Mr. Mvuetier. The actual action taken stemmed entirely from the 
clashes between military and civilian aviation, those plane crashes 
we had. 

Mr. Suetiey. Also one of the motivating forces was to develop co- 
ordination eileen the commercial and military and to develop a 
single centrally controlled highway in the air. 

Secretary Srrauss. That is correct. That is my understanding. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Rooney. Mr. Cederberg? 


UNCONTROLLABLE BUDGET INCREASES 


Mr. Ceperserc. Mr. Chairman, could we have submitted for the 
record those items of the increase in this year’s budget. of $225,173,932, 
over which you have no control ? 

By that. I mean the 10 percent pay increase, the additional working 
day of 1959 provided in the coming fiscal year; the necessary census 
provided in the Constitution, and also all areas in which there have 
been congressional authorization, which indicates intent that these 
increases should take place? 

Secretary Strauss. That will be submitted. 

(The information follows :) 


Analysis of increase in 1960 budget general fund appropriations 


Appropriations to Gate, Tech! YOar 1O0G. $450, 001, 500 
POU SUENERIIEY oa oo Seo aen eee eewe ents eee 20, 267, 843 

Total gaticinn ted: TONG... 02 aindienans- waned aoe 470, 269, 343 
Net adjustments for nonrecurring costs, constructions appropria- 

NN I a a ke en eR By fs 
Net base for recurring programs... 2-5... 42.6.5... 2 277, 352, O68 
Bene Dudwet: estimatebs ac. accceesckecewwendll!.~secwncene as 502, 526, 000 

uN OMIMUNIRINOL, SMM” ROMS oc ss asst eeeentdien cai tescoe eas 295, 173, 932 


Breakdown of increases : 
Required by law: 


SOCR POOINI SR ee bs cd cise dk ew ecesenane nbs 79, 500, 000 
Construction programs adjusted to zero base in 195 9: 
ED TON ON ao 5s a: sth manasa adie reeisie a een __.. 129, 000, 000 
Establishment of meteorological facilities__......_______~_ 3, 000, 000 
Other increases representing program expansion_____________ 13, 673, 932 
I ie ak eae se slp Saleen cent cael tg ala al 225, 173, 932 
NoTe.—Costs of pay increases and extra compensable day were taken into account in 


the net adjustment to base, and are not a factor in the increase comparison. 


Mr. Roonry. Mr. Michel? 
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DEFICIENCY 





IN HIGHWAY TRUST FUND 





Mr. Micuew. Mr. Secretary, when the budget director testified be- 
fore the full committee on the estimated deficiency in the highway 





trust fund of $241 million, I see in your testimony now you reiterate 
that figure, and then go on to say that in the current fiscal year in 
the first 9 months there wil] be $150 million expended over and above 
what was normally budgeted. Does this mean then that there has 
been an acceleration in the highway construction program to the ex- 
tent that maybe that $241 million deficiency for 1960 is a low figure 
and will actually be much more than that ? 

Secretary Srrauss. I would like to supply a precise answer for the 
record, but I believe, sir, that is not so much an acceleration as it has 
been an increase in cost. 

Mr. Micuet. Increase in costs? 

Secretary Srrauss. Yes. 

Mr. Micuev. But nonetheless, it would still probabl have the same 
effect— —— 

Secretary Strauss. Yes, it would have the same general effect. 

Mr. Micnet (continuing). On the fact that in fiscal year 1960 that 
deficiency projected now of $241 million would be more? 

Secretary Srrauss. That is right. That is my understanding. 

(The following information was furnished for the record :) 

Subsequent investigation revealed the following: 

Based upon actual expenditures to March 31, 1959, the total expenditure esti- 
mate for fiscal year 1959 has been revised from 2.451 billion to 2.6 billion. Ap 
proximately half of the increase, or $74 million, results from the fact that ex- 
penditures for D and L funds exceeded the initial estimate for fiscal year 1959. 
Since the original estimate provided for the complete liquidation of these pro- 
grams in 1960 and remains unchanged, this excess expenditure in 1959 will not 
affect the highway trust fund balance as of June 30, 1960. 

The balance of $75 million results from an increased rate of expenditure in 
fiscal year 1959 for the interstate program. The expenditure estimate for the 
2-year period 1959-60 is believed to be still valid, although it may be necessary 
to hold vouchers submitted by the States for a week or 10 days in June of 1960 
in order to stay within available funds. While increased costs are a major 


factor in the long-range roads program, they are not the major factor in the 
current situation. 



































































































































Mr. Micnuev. Then you do anticipate a slowdown in the highway 
construction program to what ? 

Secretary Strauss. The Congress, it seems to me, is confronted with 
several alternatives. QOne is to pass the increased gas tax, and the other 
is to curtail the program. There is strong opposition to both, but this 
is a case of the irresistible force and the immovable object meeting. 
The highway program is a necessary program from the point of view 
of a growing country, from the point of view of defense. 

It is the artery through which the blood of the country circulates, 
and you know the history. The Byrd amendment was suspended as 
an antirecession measure, I believe, last spring. That is the cause of 
our difficulty. If we are to maintain this as a pay-as-you-go program, 
which appeals to me personally, then the additional gas tax for a lim- 
ited period seems to me to be unhappy, but an inevitable conclusion. 

Mr. Micnuer. Has the Department given any thought at all to the 
billion and a half dollars of excise taxes that now go into the general 
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fund rather than into the highway trust fund as a source for actually 
building highways? 

Secretary SrRAuss. Obviously, if one took them out of the general 
fund, one would reduce income from a bookkeeping point of view, but 
it simply means that you have moved the deficit to another page in the 
ledger, but you have not cured it. 

Mr. Micuet. I recognize that, but in keeping with the philosophy 
of the pay-as-you-go, where the benefits should go to those who pay for 
it, it would seem to me that we might very well use that billion and a 
half dollars that is taken from the automobile and truck user in the 
form of excise taxes and put it in another area. Asa matter of fact, 
I have introduced a bill to that effect. 

Secretary Srravss. I think there is this essential difference: the 
bulk of that $1,557 million or thereabouts of excise taxes is the $10 per 
ear which, from the point of view of the legislation that set it up, isa 
continuing thing. The gas tax and its annual appropriation by the 
Congress into the trust fund for highway construction looks to the 
termination of that in the highways it built. Therefore, it is not a 
permanent tax. I think that isthe difference in philosophy. 

Mr. Micnen. I thank you, Mr. Secretary. That is all. 

Mr. Horan. Mr. Chairman, may I ask one other question ? 

Mr. Rooney. Mr. Horan ? 


REDUCTION IN NUMBER OF PUBLIC ROADS PERSON NEL 


Mr. Horan. Mr. Secretary, I do not know how much jurisdiction 
you have over the Federal aid highway system, but I notice here you 
are increasing the expenditures according to your budget, but you show 
areduction of 491 in personnel. How was that accomplished ? 

Secretary Srrauss. I am informed by Assistant Secretary Moore 
that this is due to the fact that when Alaska was a Territory, the 
Federal payroll carried these people and that they will be on the 
State payroll thereafter. I believe that to be the correct answer. 

Mr. Horan. I know in talking to our own State highway director, 
he was talking about the proposed program before it was enacted, 
and he was commenting about how much that would increase their 
planning operations, and he indicated that they were going to use as 
much I.B.M. machinery and that sort of thing as they could. I 
thought perhaps that sort of thing might have had an effect on this. 

Sec retary Strauss. It might to some extent, but I think that the 
major factor involved in such a large number of people is the one 
that I have just cited. 

Mr. Horan. That is all. 

Mr. Rooney. Have you finished, Mr. Michel ? 

Mr. Micuet. Yes, sir. 

Mr. Rooney. We thank you, Mr. Secretary, and gentlemen. 
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Program by activities: 
1. Executive direction of the Department. 
2. Departmental staff services - - - ‘ 
3. Administrative services. ---_-- 
4. Air transport mobilization planning... 























Total obligations 
Financing: 
Comparative transfers to other accounts_ -- 
Unobligated balance no longer available - - - 

















New obligational authority - _- 











New obligational authority: 
Appropriation _ - 
Transferred (64 Stat. 1263) to— 











ee , 7 ae 
“Salaries and expenses,’’ Business and Defense Serv- 
ices Administration. 

















Appropriation (adjusted) - - 
Proposed supplemental due to pay increases. - 


Wepnespay, Aprit 29, 1959, 


GENERAL ADMINISTRATION 
WITNESSES 
HON. GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRA- 


HON. JOHN ALLEN, UNDER SECRETARY FOR TRANSPORTATION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
HAROLD ALEXANDER, CHIEF OF THE BUDGET DIVISION, DEPART- 


SALARIES AND EXPENSES 


Program and financing 





1959 estimate | 1960 estimate 




















“Salaries and expenses,” Bureau of Foreign Com- | 











Object classification 












Total number of permanent positions --------.....------ 
Full-time equivalent of all other positions_-__-_-....--.--- 
Average number of all employees - - 

Number of employees at end of year-. 














Average GS grade and salary----...-.-..-.---- 
Average salary of ungraded positions-_--- 











01 Personal services: 
Permanent positions. --------- 
Positions other than permanent 
Other personal services 




















Total personal services-- 
Travel 








02 

03 Transportation of things---___----- 
04 Communication services 
05 
06 














Rents and utility services___- 
Printing and reproduction -_- 
07 Other contractual services - 
08 Supplies and materials-__----- 
09 Equipment ----- inden shania 
11 Grants, subsidies, and contributions 
13 Refunds, awards, and indemnities- 
15 Taxes and assessments. -- ; 









































Total obligations -- 








9.0 $6, 921 | 
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Mr. Preston. The first item before the committee is general ad- 
ministration. We have with us today the Assistant Secretary for 
Administration, Mr. George T. Moore, and the departmental Budget 
Officer, Mr. Oscar H. Nielson. 

I might say that we are very glad to have with us today our former 
colleague, now the Under Secretary for Transportation, Mr. John 

Allen, for whom we have the very highest regard. 

Mr. Auuen. Thank you, Mr. Chairman. 

Mr. Preston. I may say, Mr. Allen, that it was a source of much 
pleasure to us, to the members of this subcommittee, as well as the 
full committee too, I am sure, to see you appointed to this important 
position. We expect that you will 

Mr. Rooney. That he w i help us save some money, you were going 
to say ? 

Mr. Preston. Yes, that is a good one. We expect that he will help 
us save Some money and help run a great operation. 

At this point, please insert pages 2 through 5 of the justifications 
in the record. 

(The pages referred to follow :) 





GENERAL ADMINISTRATION 


Sum mary of require ments 





Appropriation, 1959 (regular bill) - --..---------------- ee eee 
Add: ; ae 
Proposed supplem@ntal due to pay Increase. «..... 2.5222. se ec ecswesbensccnuuscen 238, 0CO 
ONE QONNIGEEIED GAY OVEN DNOU sw isco cb rccinnpnvcdsn wccdbdnensbbwubatilcdsseeccden ec 9, 645 
WN accor ekacteckaccees isa cpl hon a a oor snc Medes ish sek Wr il ag ok oso rere 247, 645 
Deduct: cs — 
Transfers to (64 Stat. 1263): s 
‘Salaries and expenses, Bureau of Foreign Commerce’’___.._.._-..---.-...--.---.--- 7 18, 590 
“Salaries and expenses, Business and Defense Services Administration” _...........__- 37, 000 
Comparative transfers to: 
“Salaries and expenses, Bureau of Foreign Commerce’’__..........---.--..--..-.------ 3, 595 
‘Salaries and expenses, Business and Defense Services Administration’ ___- 7, 300 
1959 cost of Air —o Mobilization Planning function, transferred to OCDM 
NY Br Ra oc ticacdoressdecsin nck acedeatndnakeeengundotensteenbetdenGuancavecs 81, 515 
OE ceccetes PidhSb ocak as sqegebay esas ae chuketelaeb anes cane bis acne : 148, 000 
NS ee Ben AEE cheb onnnns sececencaenasenuensdanege eed bunt abnabuiansoned ats ce 2, 829, 645 


Net difference—1960 over 1959: 














Requirements Difference, 
___|inerease (+-) 
or de- 
1959 | crease (—) 
adjusted | anti 
Cipceatniniiaiagsinliaeramaiailiats | | — 
Executive direction of the Department.___..-.------ $674, 715 $794,715 | -+$120, 000 
Departmental staff services. -- -- sahil aie cence dabei 1, 458, 465 1, 444, 510 —13, 955 
DETTE TO GOTT IIE a dive eign sewm anctastnacenas 696, 465 700, 775 +, 310 
Gels conabeeninite. c.5o cent & 829, 645 | 2,940,000 | +110, 355 110, 355 
I 





Totsl estinbete Of GNPRNa TRG S36 vk oc ence ccnncscnaspunntnnsupeeenedakarsana 2, 940, 000 
EXPLANATION OF LANGUAGE CHANGE 


Addition: “including not to exceed $20,000 for official entertainment expenses’”’. 

The official duties of the Secretary of Commerce frequently include the recep- 
tion and entertainment of distinguished guests from this and other countries. 
In the absence or unavailability of the Secretary, these responsibilities must be 
assumed by other members of the staff. Frequently entertainment is a matter of 
protocol but in any event, it is provided only for individuals or groups whose 
achievements warrant such treatment. Official entertainment is always in 
behalf of the U.S. Government. In view of the official character of such func- 
tions, it is appropriate that provision be made for payment of the expenses in- 
volved with Government funds rather than the personal funds of the officials. 
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Mr. Preston. Mr. Secretary, may we proceed with your testimony. 
Mr. Moore. Thank you, Mr. Chairman. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, I am pleased to 
appear before you to discuss our departmental administrative pro- 
gram and its budgetary requirements for the fiscal year 1960. 

Under “General administration” we are requesting $2,940,000 for 
the budget year, which represents an increase of $110,355 over an 
adjusted appropriation of $2,829,645 for the current fiscal year. 

The estimates reflect a number of changes which have occurred 
since we last appeared before you. Certain personnel operations 
previously performed centrally have been transferred to the Bureau 
of Foreign Commerce and the Business and Defense Services Ad- 
ministration in the interests of economy and improved services to 
these organizations. In addition to the positions transferred, six 
positions were eliminated through a rearrangement of the remaining 
personnel functions. Five positions have been eliminated from the 
Office of Security Control as a result of decreased workload in cases 
handled. ‘This is directly related to the establishment of the Federal 
Aviation Agency. Seven positions in administrative services func- 
tions have been eliminated as the result of our efforts to achieve all 
possible economies in overhead operations. Finally funds for the 
Defense Air Transportation Administration have been deleted from 
this estimate and are included in the budget of the Office of Civil 
Defense Mobilization for 1960. This organization will continue to 
operate as an integral unit of the Department of Commerce. 

There are two items of increased cost in the 1960 estimate over 
and above mandatory pay costs. They are (1) provision of $100,000 
for the comprehensive study of the Nation’s transportation needs 
referred to in the President’s budget message; and (2) provisions 
of $20,000 for payment of official entertainment expenses when ap- 
proved by the Secretary of Commerce. 

Mr. Chairman, that ‘completes my summary statement. I shall be 
glad to answer such questions as the committee may have. 


REDUCTION IN POSITIONS 


Mr. Preston. What is the total number of positions you have elim- 
inated by virtue of these things you have pointed out in your general 
statement? You mentioned five positions in the Office of Security 
Control. 

Mr. Moore. Five there. The six positions were eliminated in the 
personnel and if I remember correctly, seven in the administrative 
area. 

Mr. Preston. Were any positions eliminated as a result of the 
transfer under the Defense Air Transportation Administration to the 
budget of the Office of Civil Defense Mobilization ? 

Mr. Moors. Seven. Those would simply be transferred over, Mr. 
Chairman. 

Mr. Preston. What is the total number of positions named in your 
statement ? 
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Mr. Moore. You mean that we have left or that we took out / 
Mr. Preston. No, that you have taken out. 
Mr. Moore. We took out 18 positions. 
Mr. Preston. Where is that reflected in the justifications? 
Mr. Moore. Pages 4 and 5 of the justifications, Mr. Preston. 
Mr. Preston. On page 3, you show a maximum number of posi- 
tions, 325 for 1959 and 313 for 1960. Is that where that is reflected! 
Mr. Moore. Yes, sir. That is 12, and we have increased 6 positions 
in this new transportation study, therefore that reduction would be 
18 positions. 


EFFECT OF TRANSFER OF CAA 


Mr. Praston. Mr. Secretary, how is it that you can eliminate only 
five positions when you have been divested of the administrative 
supervision of one of the largest agencies in the Government—for- 
merly the CAA, now the FAA ¢ 4 

Mr. Moore. It is the manner in which we set the organizations up 
within the Bureaus. These organizations in the Bureaus are self- 
supporting, you might say, and ‘the area in which we could eliminate 
positions came in the Office of Sec urity Control where we did all the 
security control work for roughly 35,000 people in CAA at the time 
we lost them. Those we took out. The rest of our staff was not 
significantly affected by the reduction in the number of people because 
CAA had their own personnel work, CAA did their own administra- 
tive work, and so forth. 

Mr. Preston. Will we find a reduction anywhere else in the budget! 
For instance, in the office of the budget officer or in the office of the 
Under Secretary for Transportation will we find a reduction ‘ 

Mr. Moore. No, you will not, sir. 

Mr. Presron. It is hard for me to understand unless you just did 
not have any work to do for the CAA while we had them. 

Mr. Moorr. We had plenty of work to do, but it was mostly in pro- 
graming and there has been no decrease in progr aming. As a matter 
of fact, it is directly in the office of the Under Secretary for Transpor- 
tation that we have a difficulty. I believe they have more responsi- 
bility actually in programing and working out legislative programs, 
and so forth, than they had before even with the CAA in the Depart- 
ment. We now have the St. Lawrence Seaway which is taking some 
time. 

Mr. Preston. The group that is on the St. Lawrence Seaway are 
not going to let you fellows have : anything to do with it, are they? I 
suspect they will shun you. 

Mr. Moore. They are certainly sending their programs to the De- 
partment of Commerce at the present time, Mr. Chairman. 

Mr. Preston. The way they treated the Corps of Engineers, the 
yay they shunned their suggestions, I rather suspected that they are 
lle to spurn your suggestions as much as possible. 

Mr. Moore. That I am not prepared to say at this time, sir. 


OFFICIAL ENTERTAINMENT EXPENSE 


Mr. Preston. Now, there are two items of increase here that de- 
serves some discussion. First is the new language wherein you seek 
to obtain $20,000 for official entertainment expense, is that correct! 
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Mr. Moore. Yes; it is, inasmuch as we have never had it before. 
We have tried, Mr. Chairman and gentlemen of the committee, to get 
this money before, but up to this time we have never been successful. 

Mr. Presron. Tell us about it. Who is going to spend it, on whose 
authority and for what purposes will this money be spent if it is 
allowed ¢ 

Mr. Moorr. It would be spent on the authority of the Secretary of 
Commerce for the entertainment of foreign visitors, primarily. The 
only way it has been done before is by out-of-pocket expense. I can 
give you an example. A minister from Japan was over here within 
the last 10 days, and Assistant Secretary Henry Kearns had to enter- 
tain him at a breakfast which was paid out of his own pocket. About 
half of the people there were Japanese, including the Japanese Am- 
bassador. Payment from personal funds is not fair, particularly 
when our representatives have been entertained overseas by these 
people when in their own countries. 

I do not know what happened the other night when the Under Sec- 
retary of Commerce and the Under Secretary of State gave a buffet 
dinner for the International Chamber of Commerce. They put on a 
beautiful party. It is my understanding that our Secretary of Com- 
merce has spent almost as much out of his pocket for his Government 
as the salary that he draws. 

Mr. Preston. Both of these men are men of affluence. 

Mr. Moorr. But we do not ask men to take responsibility for this 
cost as a part of their duties or their responsibilities at the time they 
accept the position, Mr. Chairman. 

Mr. Preston. We do ina way. We always send wealthy people as 
Ambassadors to Rome, to Paris, and to such places so they will be 
able to pick up the check for the amount of money over what they get. 

Mr. Moore. I would not say it is right, Mr. Chairman, even if it 
is done. 

Mr. Preston. How have you been handling this in the past? Have 
you had any entertainment funds? 

Mr. Moorr. We have had some entertainment funds—some small 
fund, for instance, up at King’s Point for the Superintendent of the 
Maritime Academy. We have one other one for the Maritime Admin- 
istrator. 

Mr. Nietson. This is a small one of approximately $1,100 a year 
for the entertainment of foreign visitors. 

Mr. Preston. Is that for Maritime also? 

Mr. Moors. Yes. 

Mr. Preston. Do the other Cabinet officers have this expense allow- 
ance? How about the Secretary of Agriculture, for instance? 

Mr. Moorr. Mr. Chairman, that I cannot tell you. 

Mr. Preston. Do you know, Mr. Nielson ? 

Mr. Nretson. Mr. Chairman, I do not have a schedule with me, but 
I think I could supply one for the record. It may be helpful to the 
committee for us to make a schedule available showing where these 
entertainment funds are located. 

Mr. Preston. I think it would. I think the committee would like 
to know what the practice is generally throughout the Government in 
other agencies, such as the Department of Interior, the Post Office 
Department, the Tre asury Department, and the others. 
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Mr. Nrexson. I think that that would be most helpful to the com. 
mittee and we will be most happy to present that schedule to you. 

Mr. Preston. Insert it at this point when you get the schedule, 
please, Mr. Nielson. 

(The information requested follows :) 


APPROPRIATIONS AVAILABLE FOR ENTERTAIN MENT—1959 


Agriculture 

Foreign Agricultural Service: ‘not to exceed $25,000 for representation allow. 
ances and for expenses pursuant to section 8 of the act approved August 8, 1956 
(7 U.S.C. 1766) .” 
Commerce and related agencies 

Department of Commerce: Maritime activities: Administrative expenses “not 
to exceed $1,125 for entertainment of officials of other countries when specifically 
authorized by the Maritime Administrator.” 

St. Lawrence Seaway Development Corporation: “including not to exceed 
$1,000 for official entertainment expenses, to be expended upon the approval or 
authority of the Administrator.” 


General Government matters 


Executive Office of the President: The White House Office “and travel and 
official entertainment expenses of the President, to be accounted for solely on 
his certificate.” 

Health, Education, and Welfare 

Public Health Service: Assistance to States, general: “not to exceed $1,000 
for entertainment of officials of other countries when specifically authorized 
by the Surgeon General.” 

National Institutes of Health, general research and service: “not to exceed 
$2,500 for entertainment of visiting scientists when specifically approved by 
the Surgeon General.” 


State and Justice, the Judiciary, and related agencies 


Department of State: Representation allowances: “for representation allow- 
ances as authorized by section 901(3) of the Foreign Service Act of 1946 (22 
U.S.C. 1131).” 

International contingencies: “* * * of which not to exceed a total of $100,000 
may be expended for representation allowances as authorized by section 901(3) 
of the act of August 13, 1946 (22 U.S.C. 1181) and for entertainment.” 

International Educational Exchange Activities: “entertainment within the 
United States (not to exceed $1,000).” 

U.S. Information Agency: “entertainment within the United States not to ex- 
ceed $500 ;” “Provided further, That not to exceed $90,000 may be used for repre- 
sentation abroad :” 

Funds appropriated to the President: President’s special international pro- 
gram: “Provided, That not to exceed a total of $25,000 may be expended for 
representation.” 

Supplemental Appropriation Act, 1959 

Limitation on administrative expenses, Export-Import Bank of Washington: 
‘not to exceed $9,000 for entertainment allowances for members of the Board 
of Directors when specifically authorized by the Chairman of the Board. 

Atomic Energy Commission: “official entertainment expenses (not to exceed 
$30,000) .” 


TRANSPORTATION STUDY 


Mr. Preston. Who authorized the transportation study ? 

Mr. Moore. The President of the United States. 

Mr. Preston. No legislative committee ? 

Mr. Moore. As far as I know, no legislative committee. 

We have a letter here from ‘the White House dated January 1), 
1959. Would you like me to read the contents of that letter to ‘you! 
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Mr. Presron. Yes, if you would. 
Mr. Moore. The letter, as I said a moment ago, is dated January 
15, 1959, and reads as follows: 


Dear Mr. SecreETARY: “Pursuant to the authority contained in the General Gov- 
ernment Matters Appropriation Act, 1959, I hereby allocate from the appro- 
priation “Emergency fund for the President, national defense, 1959,” to De- 
partment of Commerce, amount of $100,000, to be used by said Department 
to establish a staff of general transportation experts to assist you in studying 
and evaluating the Nation’s substantive transportation needs and problems. The 
funds hereby allocated shall be available for services as authorized by section 
15 of the act of August 2, 1946 (5 U.S. 55a). 

The need for continuing study and analysis of this Nation’s emerging trans- 
portation problems, embracing all transportation media, is urgent. Such 
activity should enable you to recommend such measures, exclusive of those 
involving Federal organization, as may be necessary and desirable to assure 
that our Nation’s transportation policies and programs are developed and per- 
formed in furtherance of our national security and economic well-being. I have, 
therefore, determined that these circumstances constitute an emergency affecting 
the national interest and defense. 

The Bureau of the Budget will arrange for the necessary transfer of funds 
and advise your office when this has been accomplished. 

Sincerely, 


Dwicut D, EIs—ENHOWER. 
Mr. Preston. What is the total cost of this study, Mr. Secretary ? 
Mr. Moore. We had, as I said, $100,000 transferred to us in this fiscal 
year. And we are asking this committee to allow us to continue 
at that rate for 1960. We estimate that we will use approximately 
$100,000 in the fiscal year 1960. I think probably we will not use 
the whole $100,000 in the fiscal year 1959. 


Mr. Preston. Do you anticipate that the $200,000 will finish this 
study ¢ 

Mr. Moore. I do not know that anyone can quite answer that ques- 
tion. Probably out of the study, and let’s say that it will be $150,000 
for these 2 years, will come plans which will have to be implemented ; 
we may propose to augment the staff in the Office of the Poedak Sec- 
retary for Transportation on a continuing basis, and it might or might 
not be at the annual rate of $100,000. 

This is an exceptionally broad study, taking in all elements of 
transportation, many of which are not in the Department of Com- 
merce, 

Mr. Preston. Why is it being put in the Office of the Secretary in- 
stead of in the Office of the Under Secretary of Transportation? 

Mr. Moore. That was done rather arbitrarily as we were getting 
started. I should say that the staff in the Under Secretary for 
Transportation has been working on air and maritime problems. 
This new staff will have to broaden the study for those areas. A 
nucleus staff headed, perhaps, by someone without Government. back- 
ground might be the way this will be approached. That is the 
thought in mind at the present time. 

Mr. Preston. Have you designated anybody yet to do—to direct 
that study ? 

Mr. Moore. I believe our Secretary has certain people in mind. 

Mr. Preston. He has not appointed a director yet of the study ? 

Mr. Moors. Not tomy knowledge. 

Mr. Presron. Mr. Secretary, what does the increase of $41,550 
for contracts for services from non-Government sources include? 











68 


Mr. Moore. That is a portion of the $100,000, if it were determined, 
and at the present time that determination has not been made, that 
we would make some outside contracts on the transportation study, 

Mr. Presron. Mr. Rooney, since you have to begin your hearings 
very shortly, I would like to pass the witness to you if you have any 
questions. 

Mr. Roonry. Thank you, Mr. Chairman. I would like to ask a 
question or two. 

Mr. Preston. Fine. 



















EFFECT OF TRANSFER OF CAA 

Mr. Roonry. How many employees were transferred out of the 
Department of Commerce when CAA was set up in the Federal Avia- 
tion Agency ? 

Mr. Moore. I would like to correct my statement, but it was ap. 
yroximately 30,000. 

Mr. Rooney. So you lost about 31,000 Indians and now you want 
to add 6 chiefs ? 

Mr. Moore. I would ask that that question be rephrased, if I might, 
Mr. Rooney. 

Mr. Rooney. You lose over 30,000 employees, and now you want 
to add 6 top-level people here in Washington in the Office of the Un- 
der Secretary for Transportation; is that right ? 

Mr. Moore. In the Office of the Secretary ¢ 

Mr. Rooney. Yes. In the Office of the Secretary. 

Mr. Moore. For a transportation study enly. 

Mr. Roonry. You did not make a single reduction in the Office 
of Budget and Management when you lost 30,000 employees either. 

Mr. Moore. You want to answer to that, Mr. Nielson ? 

Mr. Nietson. Mr. Rooney—— 

Mr. Rooney. Did you or did you not? 

Mr. Nierson. We have taken out one job of the man who in my 
Office had been assigned to handle CAA matters. 

Mr. Roonry. That does not appear at page 4 of these justifications, 
does it ? 

Mr. Nretson. Mr. Rooney, it is not reflected there. 

Mr. Roonry. You are asking for more money for the Office of 
Budget and Management in 1960 than you had in the current fiscal 
year; is that correct ? 

Mr. Nretson. $2,900, primarily for mandatory pay costs. 

Mr. Roonry. How many employees do you have altogether in the 
Department of (€ Jommerce ? 

Mr. Moore. Roughly 31,000, including the part-time employees 
that we have. 

Mr. Roonry. Are we to understand that you lost half your employ- 
ees and that you had previously had approximately 60,000 employ- 
ees? That now you have but 30,000 employees ? 

Mr. Niexson. The total number of employees, Mr. Rooney, esti- 
mated for year end in 1959 was 33,301 ants: 

Mr. Roonry. And you formerly had 60,000 employees or a little 
more than that, did you not? 

Mr. Nretson. Roughly, that is correct, sir. 
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Mr. Roonry. So you lost half your employees s and now you want 
to increase the money for general administration by the amount of 
$110,355; do you not? 

Mr. Nretson. We wish to increase “General administration” by 
$110,000, but the increase is mostly for a transportation study, which 
will cost $100,000. 

Mr. Roonry. Regardless of what it is for, you have a larger budget 
after having lost approximately 30,000 employ ees who now have to be 
paid for in ‘another agency and out of another budget. Is that a fair 
statement ? 

Mr. Nrevson. Yes, sir; that is a fair statement. 

Mr. Moors. Yes, sir; it is. 

Mr. Rooney. That is all, Mr, Chairman. 

Mr. Preston. Mr. Flood? 

Mr. Froop. Yes, Mr. Chairman. 

That is exactly what I was going to ask. I do not want to gild the 
lily. LI have been around here along time. I just do not believe it. 

Mr. Rooney. It is fantastic, is it not? 

Mr. Froop. I am your friend, but this leaves me speechless. I had 
that question here, and I just crossed it out as Mr. Rooney asked it. 
I knew how many employees you had, and when you lost 30,000 of 
them, I knew because I was disappointed that the jurisdiction left Mr. 
Preston’s ¢ ommittee or our subcommittee, and so 1 inquired how many 
people were in there. Somebody here in the office told me 30,000. 

You have been around here for a hundred years. Both of us have. 
We are old friends. We have been fighting about typewriters and 
note paper and expense items such as that during the past years. 

What in the world do you think, as you sit here—if you sat here 
between Mr. Rooney and Mr. Preston and you felt disappointed like 
we do about this year’s appropriation in your Department, and this 
committee had worked long and hard years on this agency, and Mr. 
Bow and Mr. Horan and Mr. Rooney who had the committee years 
ago under the old setup, and Mr. Preston worked on it, and some 
others—some of us kind of thought we were experts—and then we 
lose it, 

We lose half our jurisdiction, and now you want more money and 
more people. 

Mr. Nrevson. Mr. Flood, I would like to make a statement with 
respect to that because I think—— 

Mr. Froop. May I interrupt. Do you not think that when Mr. 
Preston said to the Secretary “Do you have a statement to make”— 
do you not think your st: atement this morning, instead of this utterly 
innocuous document, should have devoted itself entirely with the great 
burden upon his shoulders, anticipating just what we are talking 
about, and in fairness and in frankness made this a head-on affirm- 
ative statement with the burden of proof? If you were ballplayers— 
then do you not think so? 

Mr. Moore. Mr. Flood, I think we probably should have done that. 
We are not at all ashamed about our 

Mr. Froop. I do not say you are ashamed. You are obviously not 
ashamed. I say, Do you not think you should have assumed the 
burden affirmatively in coming to this committee, your friends for 
many years, and say, “Gentlemen, this is a tough nut to crack” ? 





Mr. Moore. I would say, “Yes,” Mr. Flood. 

Mr. Fioop. Why did you not do it, then ! 

Why do you make us look like Simon Legree and bloodsweaters to 
get this out of you? 

Mr. Moore. We have gone over this time and time again to see 
what we could save because of the loss of CAA. Our study shows 
that it is an impossibility because we had these bureaus set up 1n such 
a way that they were self-supporting. 

Mr. Froop. I think you are at an awfully high rate here. In show 
business one thing I learned was never to overplay a scene, This situ- 
ation is more eloquent than I am, if that is possible. That is all, Mr. 
Chairman. 

Mr. Rooney. Will the gentleman yield ? 

Mr. Fioop. Iam through. 

Mr. Rooney. Mr. Chairman ? 

Mr. Preston. Mr. Rooney. 

Mr. Rooney. There is only one other thought that I have, and that 
is that after having lost 30,000 employees out of the 60,000 employees, 
you now want $20,000 worth of entertainment. So what is what? Is 
that not sort of an insult to the taxpayers ? 

Mr. Fioop. They will not have much else to do down there except 
to entertain people. What else are they going to do? 


Mr. Bow. Excuse me a moment, Mr. Chairman. 
Mr. Preston. Mr. Bow. 


RELATIONSHIP OF CAA TO DEPARTMENTAL FUNCTIONS 


Mr. Bow. I am going to have to leave in a minute to attend a meet- 
ing with Mr. Rooney, but it seems to me there have been a number 
of statements made on this side of the table and I would like to give 
these gentlemen a chance to answer and tell us why. Tell your story, 
gentlemen: Why ? 

You said you had something you wanted to say a minute ago, so go 
ahead and say it. 

Mr. Nrextson. We think this committee is familiar with the Office 
of the Secretary and its operations, and have been for a number of 
years. I think it would be well for us to take this right from the top 
on down by starting with the Under Secretary’s Office. By taking 
one unit out we do not get rid of the Under Secretaries because we 
have other units, other programs, in the Department, over which 
those officials have jurisdiction. 

We come on down to the Assistant Secretaries. We have exactly 
the same problem; so we do not lose anyone—we do not reduce an 
Assistant Secretary. Just because one unit having a large number 
of employees goes out, does not mean that we get rid of the Assist- 
ant Secretary. We still have a big responsibility, with the remaining 
activities within the Department. The Census Bureau, which you 
gentlemen know is a large operation; also the Maritime Administra- 
tion, and the Bureau of Public Roads. 

We come down to our administrative areas. The Secretary finds, 
as Mr. Moore has mentioned, that we can take people out of security 
because we were conducting the security checks for the CAA. They 
did not have their own security organization. With the FAA being 
established, they now have established their own security staff. 
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In terms of personnel, the Department personnel office handled the 
personnel policies not just for CAA but for the entire Department. 
CAA had, when it was in the Department, a larger personnel office 
alone than we had within the Department organization. 

The Department personnel group has been limited to handling 
strictly the policy type of question since we recently transferred op- 
erations that the office had been handling for the Bureau of Foreign 
and Domestic Commerce and the Business and Defense Services Ad- 
ministration. They had been handling day-to-day operations only 
where we did not have separate personnel offices. 

In terms of the Budget Office, Mr. Chairman, I had one man that 
was handling CAA activities. 


CAA ADMINISTRATIVE STAFF 


Mr. Bow. Did they have their own budget division ? 

Mr. Nrerson. CAA has a much larger budget division than we 
have in the Office of the Secretary, substantially larger. 

Mr. Bow. These 32,000 people who were transferred to CAA—can 
you tell us how many of those that were transferred were handling 
budget matters ? 

Mr. Nrerson. No, I cannot at the present time; but I will be glad 
to supply that information for the record. 

Mr. Bow. ‘Will you file that for the record ? 

Mr. Preston. Yes; and let it be inserted in the record at this point- 

Mr. Nretson. I would like to supply, if it is agreeable to the com- 
mittee, the entire number of administrative people in the CAA we 
transferred with each of the organization units. 

Mr. Bow. I will request that you submit that if you will. I would 
like to have that, Mr. Chairman, if we may. I think we should tell 
the complete story. 

Mr. Preston. Yes. Doso, Mr. Nielson. 

(The information follows :) 


Administrative staffing for CAA as of Dec. 31, 1958 


Budget and finance 473 
NN re Oa pre el eens a a Ai 359 
General services 1, 035 


14, 867 


4Includes 113 paid from reimbursements from other Government agencies. 


Mr. Nretson. I would like to comment also with regard to legal ac- 
tivities in the Department where we had had a comparatively small 
staff for the General Counsel. 

The CAA legal staff was much larger than we have in the Depart- 
ment. The General Counsel staff is utilized primarily for legal ad- 
vice to the Secretary, on all legislation related to the Department, 
their comments on behalf of the - Department are sent to the Congress 
and they appear before committees of Congress with respect to legis- 
lation. There has been quite an influx, I think, as you gentlemen | all 
know, of legislation which affects the "Department. This places an 
additional workload on our people. Again, just because the CAA 
with 30,000 people, and having their own legal organization, moves 
out of the Department, we could not reduce the General Counsel’s 











operations below what we currently have, and still carry on the job 
we feel is necessary for the rest of the Department. 

Mr. Bow. Thank you. 
Mr. Preston. Mr. Horan. 





CLARIFICATION 





OF PERSONNEL DATA 

Mr. Horan. I would like to have justification for the questions that 
have been asked and the answers that Mr. Bow is seeking. And I 
suspect that you should mention some increases in the Bureau of the 
Census since they are preparing now for the 10- year census taking, 
I assume that that should have been part of your justification for any 
increase that might appear in this budget. I have your summary 
of your budget with me, and I am a little confused on a lot of the 
items here because the total of personnel for the Department. of 
Commerce is under 19,000. You testified that it was some 30-odd 
thousand, I thought. 

Mr. Nretson. Mr. Horan, the budget digest which you are looking 
at refers to the number of people that are budgeted under our regu- 
lar appropriations. The total figure which I gave you in the way of 
employment covers the entire employment for the Department. of 
Commerce which covers many persons that are financed by transfers 
from other agencies for jobs that are being done for them. I gave 
the total number of employees which we have currently. 

I may point out also to you that the 31,000 figure for CAA which 
Mr. Moore re ‘ferred to earlier also includes this same type of per- 
sonnel that CAA is employing through transferred money from other 
Government agencies. 

Mr. Horan. You mentioned some 12,000 additional to what you 
have listed here in the summary, is that correct ? 

Mr. Nretson. Yes, sir. 

Mr. Horan. Who will take that? What divisions? There is—is 
that in the ¢ eit 

Mr. Moore. I do not think Census is in there at the present time, 
but we do have the Weather Bureau which has quite a sizable amount 
of part-time people. We have such people in the Coast and Geodetic 
on parti-time es There are others—Maritime, I think, 
another one that has quite a number. 

Mr. Horan. I think that ought to be made very clear to the com- 
mittee as we begin the hearings on this bill because there is a little 
bit of confusion that has been created here, and I think we ought to 
clear it up. 

Mr. Moorr. May we then present for the record the number of 
permanent positions showing how many are financed from reim- 
bursements. We will also show the part-time as well as the per- 
manent ones / 

Mr. Horan. That would be helpful, I think. 

Mr. Preston. That would be good. 

Mr. Moore. That will be done. 

(The information requested follows. See p. 97 for additional dis- 
cussion of this matter.) 
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Mr. Horan. Your big increases are apparently in the Bureau of the 
Census, which is understandable, the Maritime Administration has a 
considerable increase. Is that not true ? 

Mr. Nietson. The considerable increase for Maritime, Mr. Horan, is 
for ship construction. There we go back to a zero base so that it ap- 
pears as a substantial increase but ac tually it is not an increase over 
the current appropriation. 

Mr. Horan. I would like to have this cleared up because it is a little 
bit confused in my mind at the present time. 

Mr. Moore. We will be very happy to do that, Mr. Chairman. 

Mr. Horan. I share with Mr. Flood, and I know Mr. Preston, and 
the rest of the committee, some doubts, and I would like to have the 
Secretary of Commerce this afternoon if he could answer this. I think 
there is a certain amount of coordination and a certain amount of 
possible administ rative saving if we could coordinate the overall man- 
agement of air transportation system which is a pretty large item 
when you consider roads, av iation, , shipping, and railroads. Of course, 
that has bec rome a mi utter for review by the Appropriations Committee 
after last. year’s action, and all of the other records of transportation 
but I will reserve that for another time. 

That is all, Mr. Chairman. 

Mr. Presron. Mr. Cederberg. 


ADJUSTMENTS IN 1959 APPROPRIATION 


Mr. Ceprerserc. Mr. Secretary, in your opening statement you said 
under General Administration, you are requires $2,940,000 for the 
budget here which represents an increase of $110,355 over an adjusted 
appropriation of $2,829,645 for the current fiscal year. Would you 
explain for the record, and I assume it would be found on page 2% 
how you account for this adjusted appropriation ? 

Mr. Nretson. Mr. C ederberg, if you will turn to page 2, and I think 
the chairman has already inserted page 2 in the record, you will note 
at the top of page 2 the appropriation for 1959 is $2,730,000. 

To that amount you will note the addition of a proposed supple 
mental due to pay increases, and an additional amount for one com- 
pensable day over 1959, We have taken out as deducts transfers to 
various accounts covering the personnel functions, thus coming back 
to a base for 1960 of $9,899,645. This is done to show the true increase 
in 1960. 

If I may call your attention to the summary page of the committee 
print, the item of “General Administration” falls in the last column 
on the page and shows a minus of $16,000. This $16,000 is a compar'- 
son against appropriations that have been made. The page 2 of our 
justific ations to which you are referring was prepared in order to 
reflect the true program interest. 

Mr. Ceperserc. And your true increases are what? 

Mr. Nrexson. The true increase would be $110,255. 

Mr. Crperserc. How much money was appropriated to you in 
1959? 

Mr. Nretson. $2,730,000. 

Mr. Crperserc. How much was added in supplemental ? 

Mr. Nretson. $238,000. 
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Mr. Creprernerc. Then you have this additional compensable day 
of 1959, do you not. 

Mr. Nretson. That is correct, sir. 

Mr. Crperserc. I want to know the total amount of money that 
was appropriated under “General administration” for 1959—supple- 
mentals and everything. 

Mr. Nriexson. It is $2,730,000 and $238,000. 

Mr. Creprerserc. You are requesting $2,940,000 for this 1960 fiscal 
year; is that correct ? 

' Mr. Nretson. That is correct. 

Mr. Crepernerc. That amounts to more than $110,355; does it not? 

Mr. Nrevson. That is a decrease. If you recall we have $2,730,000 
and $238,000, That gives us a figure of $2,968,000. Against this we 
are asking for $ 2 940, 000. So that there is a reduction of $28,000 in 
that comparison. 

NONSALARY EXPENSES 


Mr. Cepernerc. The record may set that clear after it is read a little 
better. One other question; On page 6 you have an item listed, 
“Other objects” in the amount of $178,810. 

Mr. Nrevson. Yes, sir. 

Mr. Ceperserc. What do you mean by “Other objects”? 

Mr. Nrerson. If I may refer you to page 29 of the justifications, 
other objects are such items as travel, transportation of things, com- 
munications, rent, utilities, printing, reproduction, and other con- 
tractual services. 

Mr. CeperserG. You are requesting $72,000 more this year than you 
had last year, is that correct? 

Mr. Moorr. That is correct. 

Mr. Nrevson. Yes, that is right. 

Mr. Ceperserc. What is the reason you need $72,000 more this year 
than last year for the same purposes ¢ 

Mr. Nrerson. That includes $20,000 for official entertainment ex- 
pense and approximately $50,000 for the transportation study. 

Mr. Cepersera. This is part of the cost of that also ? 

Mr. Moore. Yes; that is right. 

Mr. Nrerson. And it is listed, Mr. Congressman, on page 31 of 
your justification showing $41,550. 

Mr. Ceperserc. I believe that is all I have, Mr. Chairman. 

Mr, Preston. Mr. Michel, do you have any questions at this point? 

Mr. Micuer. No, Mr. Chairman, but may I say that this is the 
first session of the committee that I have been privileged to attend ? 
[am very happy that I have been appointed to the subcommittee and 
I will be very anxious to dig into the work at hand. Quite naturally, 
when one has not had the experience you gentlemen have had with 
the long tenure of service, I will be listening attentively with open 
ears and will contribute as good a part as I can. 

Mr. Preston. Thank you, Mr. Michel. We are delighted to have 
your comments that you have just made, and I want “to say that I 
feel, as chairman of the committee, that we are very fortunate to have 
two new additions that we do from your side of the aisle. 

Mr. Froop. May we go off the record, Mr. Chairman ? 

Mr. Preston. Yes; off the record. 
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(Discussion off the record. ) 
Mr. Preston. Back on the record. 








Mr. Nielson. 





ADMINISTRATIVE FUNCTIONS RELATED TO BUREAU 


Mr. Nretson. Mr. Chairman, I would like to make one other com- 
ment with respect to the administrative organization which we pre- 
viously discussed. Where we have had a substantial buildup in pro- 
grams—and I refer specifically to the overall roads program which 
you gentlemen are familiar w ith, and which was doubled in size over 
a period of years—we did not in the department increase our staffing 
to take care of such a major program increase, and the additional 
workload as a result of this has been taken into account in terms of 
the absorpt ion which we have been discussing. 

Mr. Preston. Now, Mr. Nielson, you have invited a question. As 
a matter of fact, you have mighty little to do with the Bureau of 
Public nent is that not true? 

Mr. Nrevson. Mr. Chairman, I cannot say that we do not have much 
to do with the Bureau of Public Roads. 

Mr. Preston. Let us take today. What is the date? 

Mr. Horan. 29th of April. 

Mr. Preston. All right, thank you. The 29th of April. What are 
you in your office doing today that has to do with the Bureau of 
Public Roads? 

Mr. Nrerson. Mr. Chairman, the General Accounting Office has 
been making a number of studies of the Bureau of Public Roads. 
These are administrative matters which are discussed with us in each 
ease. In our particular office, when those reports are made, copies of 
them are discussed with us. They are sent up here. That means, 
because of our overall responsibility in the Department for financial 
administration and other administrative matters, that we have to 
work with the Bureau of Public Roads people to see that weaknesses 
are cured, that recommendations are carried out. 

Mr. Preston. That is a one-man conference proposition. You call 
in your counterpart over there, do you not? 

Mr. Nretson. No; this is not a one-man conference. I will say 
that in many instances we have taken up many afternoons with a 
number of people discussing some of these problems. We have 
another major problem as it relates to accounting in the Bureau of 
Public Roads. We are in the process of detailed studies of that at 
the present time. 

Mr. Presron. When we increased the public roads program 90 
enormously percentagewise, how much did that. increase the admin- 
istrative work in the Department of Commerce ? 

Mr. Nietson. Mr. Chairman, in all fairness, I would not want to 

rive you a figure on that——— 

~ Mr. Presron. You would be trapped, by your own admission, if 
you do, Mr. Nielson. 

Mr. Nretson (continuing). Because I should point out that, as you 
know, the increase of the oe program, where substantial additional 
money is involved, created additional paper flow from the various 
States with regard to payments and the increase requires that proper 
systems are maintained. I am sure that this committee would be the 
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first to indicate to the Department that everything should be handled 
in the best possible way. 

Mr. Preston. You are a well-informed man, with much experience, 
and you have all the information at your fingertips. Give us a horse- 
back opinion as to how much it increased percentagewise when we in- 
creased the public roads program. How much did the administrative 
work in the Department of Commerce increase at that time, just a 
horseback opinion ¢ 

Mr. Nrevson. Mr. Chairman, it would have to be very horseback 
because it involves various other units in the Department. In fact, I 
would have to check out to see what it would show. 

Mr. Preston. I know you do not want to answer that because, Mr. 
Nielson, the next question is going to be: Well, if that increased your 
work by that percentage point, then when you lost CAA to FAA, you 
decreased your work by probably the same percentage figure, did you 
not ¢ 

Mr. Nrerson. That could be. 

Mr. Presron. Yet it is not shown in the justifications. You do not 
want to take a flyer at it? You do not want to take a flyer on that, do 
you? How much work has been decreased ? 

Mr. Nretson, I would rather not. 

Mr. Preston. I know you would rather not. 

Mr. Horan. Mr. Chairman. 

Mr. Preston. Mr. Horan. 

Mr. Horan. I think IT have asked him to supply some information, 
Mr. Chairman. I think that when we have it before the committee, if 
it can be cleared up, I think it will be fine. I think it may very well 
do it. If it can not be cleared up, we will just have to face it, but I 
asked you to explain the difference between the 19,000 and the addi- 
tional 12,000, and why your budget is higher this year than it was 
last year, with : loss to you of a considerable part of your personnel. 

Mr. Moore. Can I go off the record and just talk, Mr. Chairman ? 

Mr. Preston. “y es. 

(Discussion off the record.) 


ADMINISTRATIVE ACCOMPLISHMENTS 


Mr. Preston. On the record. Would you like to place in the record 
at this point a statement of accomplishme nts over the years that re- 
fleets good administration, reductions in personnel, and the sort of 
things that you have been speaking of ? 

Mr. Moorr. Reductions in paperwork or increases in the amount of 
equipment that we have saved from buying and so forth, I would be 
very delighted to. 

(The requested information is as follows :) 


OFFICE OF THE ASSISTANT SECRETARY FOR ADMINISTRATION 


The Assistant Secretary of Commerce for Administration serves as the prin- 
cipal assistant to the Secretary on all matters of departmental administration 
and management. The primary responsibility of this Office is to assure the 
effective administration of the Department’s programs and its proper represen- 
tation before other Government agencies. The Assistant Secretary also provides 
Policy direction to the activities of the Offices of Budget and ARRON, 
Administrative Operations, Personnel Management, Security Control, Publica 
tions, Appeals Board, and the agency inspection staff. 





Concentrated effort is made continuously toward increasing the economy and 
efficiency of administration. Staff of this Office work closely with the operating 
bureaus to assure that technically sound, effective, and economical management 
programs are installed and maintained. 

Apart from administrative accomplishments, the following exemplify manage 
ment improvements which were realized during the fiscal years 1955-58 
inclusive. 

FISCAL YEAR 1955 


Office of Administrative Operations 

Management improvements were the abolition of central files and the reloca- 
tion of a central information unit, resulting in savings of $20,000; streamlining 
of mail operations involving the handling of about 7 million items; continuons 
surveying of telephone equipment for the purpose of reducing the number of 
instruments, with a saving of $26,600; revision and simplification of procedures 
for reimbursing the Post Office Department for use of the penalty mail privilege, 
with substantial savings of clerical time; and reorganization of the central stock- 
room with adoption of a new economical stock replenishment system which de 
creased the average inventory by $29,000. 

A reorganized safety and motor vehicle program was initiated with 2-year 
major objectives of a 40-percent reduction of accident rates and a 25-percent 
reduction of transportation expenses. 

The motor vehicle fleet was reduced by 68 vehicles and its maintenance and 
operating expenses by $44,000. 

In the records field, the removal of 114,000 cubic feet of records from operating 
space released personal services, equipment, and space valued at $285,000 on 
the basis of a General Services Administration formula. Following a survey 
of the mail, messenger, and records systems of one bureau, the records man- 
agement staff recommended the adoption of improvements with a savings poten 
tial of $185,000. 

Through maximum utilization and conservative allocation of space, the De 
partment was able to release to GSA for reassignment 7,360 square feet of 


Government-owned space at an annual savings of $12,880 and 13,224 square feet 
of privately owned space at an annual savings of $20,232. 

Reports of “Excess property” received from the Department’s bureaus and 
offices totaled 1,221 and covered property valued at $3,970,635. Drawing from 


~ OE 


this source of supply to fill requisitions saved an estimated $417,735. 


Office of budget and management 
Directing its efforts toward further strengthening management, improving 
efficiency, and reducing costs throughout the Department, this Office: 

Developed and presented to all the Department’s bureaus and offices 4 
five-point management improvement program. Resultant actions produced 
not only monetary benefits but also improvements in overall management 
and service to the public. 

Furnished leadership, counsel, and technical advice which permitted the 
Coast and Geodetic Survey to install a new accounting system providing 4 
means for improved budget execution. 

Reviewed the Hoover Commission reports and recommendations and sub 
mitted comments to the Bureau of the Budget on those recommendations 
applicable to the Department. 

Surveyed all the Department’s activities that could be considered com: 
mercial or industrial to determine whether any of the services or products 
supplied for its own use might be procured from private enterprise through 
ordinary business channels. The conclusion reached, following a complete 
inventory and evaluation, was that the Department’s activities were not of 
the type classified as commercial-industrial according to accepted business 
practice. 

Developed an improved procedure for reviewing and presenting annual 
budget estimates that permitted a rapid yet thorough review by Department 
officials. 

Made numerous surveys and studies of the programs, operations, work 
load, and manpower of the Department’s bureaus and offices to locate areas 
which needed strengthening and made constructive suggestions for im- 
provement. 

<stablished a field review program for the purpose of keeping top manage 
ment at both the departmental and bureau levels informed on the operating 
effectiveness of field organizations, with excellent results. Visits and studies 
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made at 24 installations resulted in 83 conclusions and recommendations 
that were referred to the appropriate departmental or bureau staff for 
action. 

Under delegation of authority from the Secretary of Commerce and the 
Assistant Secretary of Commerce for Administration, developed the Depart- 
ment’s continuity plans to a state of operational readiness and assisted the 
Federal Civil Defense Administration in developing the national civil 
defense program. 

Planned and conducted three test exercises for the purpose of determin- 
ing the ability of the Department to carry out its essential functions under 
simulated emergency conditions. 

Participated in the inspection and review of the operations of the Federal 
Barge Lines (purchaser of the Inland Waterways Corporation), maintained 
accounting records on the Inland Waterways Corporation, and prepared the 
financial statement as required by law. 

Arrangements were made for a management survey of the Bureau of the 
Census by a private firm of industrial consultants for the purpose of estab- 
lishing a more complete work program in the Bureau. Attributed to actions 
taken early in fiscal 1955 on recommendation submitted by private management 
firms near the close of the previous year are significant savings such as $437,000 
in the Bureau of Public Roads and $800,000 in the Bureau of the Census, as well 
as many less tangible though equally important savings and improvements. 


Office of Personnel Management 

Major accomplishments included placing the executive development program 
in operation in all primary organization units; sponsoring an afterhours train- 
ing program with classes conducted in the Commerce Building by a local univer- 
sity; instituting a one-package charities campaign for the Washington 
metropolitan area which saved considerable time over the previous practice of 
handling individual charity drives; placing in effect a simplified performance 
rating plan that resulted in a saving of 25,530 man-hours, or approximately 
$58,150: and reviewing and simplifying the grievance and appeals procedure of 
the Department, with a resulting increase in effectiveness and economy in 
handling appeals and with no adverse effect on the employee’s right to fair and 
impartial consideration of his appeal. 

In response to the steps this Office took to increase participation of employees 
in suggesting improvements and economies in the Department’s operations, 
over 2.800 suggestions were received, of which 423, with an esimated savings 
value of $126,000, were adopted. 


Office of Publications 

Modernization of the Department printing plant was virtually completed 
during the year. New equipment and lighting resulted in higher quality of 
printing and streamlined production brought about substantial economies. 
Although not all new equipment was in use for the full year or even had been 
installed, productivity continued to increase. Each dollar spent for print- 
ing wages in the first half of the 1955 fiscal year produced $1.93 worth of work 
as compared to $1.57 in fiscal 19583. A while-you-wait service and a short-form 
requisition were inaugurated for small jobs. 

All divisions pushed the Department’s policy of distribution by sales and 
cooperated with the Superintendent of Documents in making known the avail- 
ability of business and technical information published by the Department. 
Sales through the Superintendent of Documents rose by $34,000 to $1,354,000 
in the 1955 fiscal year, accounting for 25 percent of his sales and the largest of 
any department. 

FISCAL YEAR 1956 


Office of Administrative Operations 

During the fiscal year, the Office concluded an agreement with the Post Office 
Department for handling and paying for penalty mail, saving $100,000 annually ; 
extended the use of imprest funds for small purchases, saving about $20,000 a 
year; reorganized and relocated the Sales and Distribution Branch, improving 
public service and increasing per-man ‘production; issued a handbook which 
standardized procedures and practices for preparation of secretarial correspond- 
ence and reduced letterheads in use from 32 to 12; and developed better motor 
Vehicle maintenance and use standards which saved $62,000. 
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The completion of an accurate and detailed inventory of 413 real property 
holdings, valued at $281,139,000, will increase utilization and expedite disposal 
of surplus items. Reports covering excess personal property valued at $4,121,000 
were acted upon; $1,955,000 of it was declared surplus to General Services Ad- 
ministration. From the remainder, requisitions were filled for items valued at 
over $2 million. 

During the year, 80,000 cubic feet of records were removed from operating 
space and 37,000 cubic feet were disposed of in Federal records centers. This 
released personal services, equipment, and space with a replacement value of 
$198,000 on the basis of a General Services Administration formula. Several 
pilot paperwork management projects were completed and an expanded pro 
gram including all primary organizations is planned. 

The number of motor vehicles owned and operated by the Department was 
reduced by 194. In the establishment of interagency motor pools, the Office, 
cooperating with the GSA, played a leading role in making city-by-city surveys 
of transportation requirements and in the transfer of vehicles where economy 
could be gained through pool operations. 

A total of 2,693 personal injury and motor vehicles accident reports was han- 
dled, showing a 7-percent decrease in injuries to office personnel in the first 9 
months of a departmentwide office accident prevention program. 

The library loaned 117,000 items, answered 22,400 reference requests, and 
served 41,000 readers from the staff and public. This record activity was 
achieved with no increase in staff as a result of improved cataloging and aéd- 
justed work assignments. 


Office of Budget and Management 


Made studies of special matters and requirements having across-the-board 
application to several of all bureaus, such as the development of departmental 
views on establishing a government policy on cost participation in Goy- 
ernment contracts with educational institutions; reported on cost of adminis. 
tering the Government employees security program; evaluated and reported 
on the status of implementation of Hoover Commission recommendations con- 
cerning paperwork management; reviewed recommendations made in reports 
of management consultant and advisory groups; and reviewed programs f- 
nanced by the International Cooperation Administration and working relation- 
ships between the agencies and bureaus concerned. 

Conducted field surveys at 24 locations during the year. The conclusions 
and recommendations developed through these surveys were referred for action 
by appropriate departmental and bureau staff. 

Developed plans for revitalizing the Department of Commerce Field Council, 
which was originally set up in 1946, to assure that field personnel are kept 
informed of the Department’s activities at all times. 

Reviewed reports and recommendations of the Commission on Intergovert 
mental Relations, particularly as they affect programs and operations of the 
Department, and submitted comments to the Bureau of the Budget on effectuating 
applicable recommendations. 

Established uniform cost-recovery procedures for pricing services rendered 
and special reports issued by all units of the Department in accordance with 
directives of the Bureau of the Budget. 

Transferred the accounting operations function from the Office of Adminis- 
trative Operations to the Accounting Systems Division of the Office of Budget 
and Management and designated it the Accounting Operations Branch. 

Assisted three bureaus in establishing improved accounting systems. 

Appraised both current and planned programs for economic development of 
spot or chronic labor surplus areas and recommended reconsideration and redi- 
rection of the programs to provide more effective assistance to the areas con- 
cerned. 

Inaugurated a study to improve accounting methods and techniques which 
led to the development of a mechanized system for providing timely reports and 
essential information on individual transactions not previously available to the 
operating units serviced by the Accounting Operations Branch. 

Made a study of the Department’s policies, authorities, procedures, and 
specific practices for making information available to the Congress, the press, 
other Government agencies, and the public. 

Developed a system under which U.S. Embassies and consular posts report 
financial data on trade fairs directly to the Office of International Trade Fairs. 
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The system provides information essential to management of the program, 
pudgeting of funds, and reporting of trade fairs activity. 

Conducted a comprehensive mapower utilization survey in cooperation with 
the Office of Administrative Operations and the Office of Personnel Management. 
The purpose was to promote the Department’s policy of holding the number of 
employees to the minimum required to carry out approved programs efficiently. 
Manpower utilization teams established in each unit of the Department checked 
adherence to restrictions in filling any vacant positions of marginal value and 
appraised programs and operations to determine where immediate personnel 
economies could be effected. Asa result, 68 temporarily vacant positions in the 
Washington area were eliminated, 65 other positions were designated for 
elimination upon transfer or attrition of persons holding the positions, and 
numerous organizational, operational, and procedural actions were taken to im- 
prove manpower utilization. 

Initiated and coordinated advance planning on the administrative and man- 
agement aspects of new legislation affecting department programs, such as the 
vastly expanded highway construction program, transfer of the Alaska Road 
Commission from the Department of the Interior to the Department of Com- 
merece, permanent status of the U.S. Merchant Marine Academy, and exchange 
of a Government-owned reserve shipyard for other real property owned by the 
State of North Carolina. 

Through coordination between the Federal Civil Defense Administration and 
the several bureaus of the Department, clarified the budget and management 
aspects of delegated civil defense responsibilities of the Department. 

Provided staff advice and assistance on many bureau management and pro- 
gram matters, such as a plan to provide messing services at the U.S. Merchant 
Marine Academy by a private caterer which will save an estimated $35,000 a 
year; development and coordination of interdepartmental agreements relating 
to establishment of maritime attachés in foreign countries and for exchange of 
foreign service officers between State and Commerce Departments; ard review 
and coordination of a 5-year plan for improvement of the Federal airways system 
of air navigation and air traffic control. 

Developed a digest of budget programs and fund requests for the expeditious 
analysis of proposed requests at budget hearings. 

Participated in the inspection and review of the operations of the Federal 
Barge Lines, Inc. (purchaser of the Inland Waterways Corp.), maintained ac- 
counting records on the Inland Waterways Corp., and prepared the financial 
statement as required by law. 

Office of Personnel Management 

During fiscal 1956 this Office was reorganized to separate staff guidance and 
assistance work from personnel operations, so as to increase the effectiveness 
of both types of activities. In addition a program was designed for the internal 
review and evaluation of personnel management activities conducted throughout 
the Department to effect improvements and economies in operations. 

Personnel policies, regulations, and instructions were kept current through 
ihe issuance of 18 new or revised administrative orders, 14 amendments to basic 
orders, and 72 information bulletin items. 

Changes in personnel procedure or practice recommended by the Hoover Com- 
mission were placed into effect to the extent possible without legislative action. 

The performance rating requirements were simplified by abolishing perform- 
ance rating committees in each primary organization unit and eliminating 
15,000 performance rating forms each year for employees rated “satisfactory.” 

A total of 3,338 suggestions was received from employees, an increase over 
the previous year’s figure of 2,828. Savings resulting from suggestions adopted 
for use amounted to $119,467.55. 

Cash awards were paid to 599 employees for their contributions toward im- 
proved Government operations, which resulted in savings of $235,370.23. 


Office of Publications 


With no additional employees, production in the Printing Division’s shop 
was 40 percent above that of the previous year as a result of modernization 
of equipment and the continuing reorganization. A 10-cents-an-hour increase 
for Wage Board employees, granted in January, and a 20-percent increase in 
paper cost were absorbed without increasing prices. Installation of new equip- 
ment in the Composition Branch brought greatly increased flexibility to the 
Branch’s work and a marked improvement in typography and general appear- 
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ance of both administrative and informational printing. It is estimated that 
savings of about 10 percent have been made through use of this new equipment 

Sales of Department of Commerce publications through the Superintendent 
of Documents amounted to $1,301,496 in fiscal 1956, accounting for 23 percent 
of his total sales and the largest of any Department. Including technical re 
ports, charts and maps, and patents and trademarks, sales of departmentg) 
printed material reached $3.1 million, the highest ever. 


FISCAL YEAR 1957 


Office of Administrative Operations 

During the year a review of telephone services resulted in savings through: 
Elimination of equipment, $1,740; installation of private lines, $20,000; pro- 
rating charges among bureaus for long-distance calls, $7,370; and elimination of 
telephone call slips and their subsequent audit, $1,000. More than $13,000 a 
year was saved by arranging for exporters to pay for wire messages approving 
export licenses. 

All of the Department’s réal property holdings, located at 578 installations 
throughout the world and valued at $501,562,000, were reviewed and items or 
transactions found nonessential were eliminated. Through a consolidation of 
operations, seven separate warehouses were merged into two. 

Excess personal property valued at $2,419,900 was appraised and $351,300 of 
it reissued. Total new value of personal property declared surplus to General 
Services Administration (GSA) amounted to $6,800,000. 

In the area served administratively by the Office, 7,300 purchase transactions 
involving $1,604,500, were completed. By making cash purchases, the Office 
reduced paperwork in about 25 percent of these transactions. 

Over 110,400 cubic feet of records were removed from operating space in the 
Department. This released for reuse or reassignment personal services, equip- 
ment, and space worth $345,550. 

Following a survey of the Department’s fleet of about 5,100 motor vehicles, 
1,100 were transferred to GSA. Improvements in management of the remaining 
4.000 vehicles reduced the cost of operations about $60,000 annually. By the 
end of the year and for the first time in the history of the Department, each 
major bureau was operating under its own formal motor vehicle management 
program. About 1,000 operators of vehicles under jurisdiction of the Depart 
ment were given road-test examinations. 

While the total cost of accidents did not decline, owing to three fatality pay- 
ments, the cost of other injuries dropped 12 percent. The issuance of uniform 
standards for hazard control is gradually lowering the cost of medical and 
compensation payments. 


Office of Budget and Management 

The Office participated in the promotion, at the departmental and office level, 
of a vigorous manpower utilization program. This program has resulted i 
numerous organizational, operational, and procedural actions to make better us 
of manpower available to the Department. Examples of results include shifting 
to lower graded personnel certain work which had been performed by profes 
sional employees, the installation of labor-saving devices, improvement of ad- 
ministrative procedures, and wider application of production standards. 

During October the Office promoted and coordinated “Operation Paperwork— 
1956”—a concentrated effort to eliminate unnecessary paperwork, and proce 
dures that result in the unnecessary generation of more paper. Accordingly, the 
entire Department reviewed all its forms, reports, files and records, directives, 
classified material, and correspondence. 

Indicative of the success of this operation are the following representative 
statistics on results. A total of 1,371 forms was eliminated; 30,399 cubic feet 
of old and obsolete material were destroyed; 12,210 cubic feet of files and 
records were transferred to lower cost storage at Federal records centers; the 
equivalent of 4,411 four-drawer filing cabinets was released of which about 86 
cabinets were scheduled for transfer to General Services Administration 4 
surplus; 148 reports were eliminated and 103 revised ; 1,162,565 classified docu- 
ments were destroyed, thereby releasing 685 safes and safe cabinets; 10,170 
pages of procedural instructions were eliminated, with another 15,706 pages 
being revised and simplified. It is expected that additional and continuing 
benefits will result from Operation Paperwork. 
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Adoption of electric accounting machine techniques enabled the Accounting 
Operations Branch to provide more timely and detailed accounting informa- 
tion to management. 

The Office studied existing practices for recovery of cost in providing special 
services to private individuals or groups as contrasted to the services furnished 
the public in general. Resulting from this study, an aggressive long-range 
user-charge program was initiated to recover the cost of providing special serv- 
ices to individuals or groups. This program will assure greater equity in the 
provision of the Department’s services; reduce pressure for special services ; 
provide a yardstick to evaluate future legislative and program requirements ; 
and increase the Treasury Department’s receipts by many millions of dollars 
each year, thereby reducing the financial burden on the general taxpayer. 

A system of central review of proposed contracts was installed to assure top 
management that such contracts are consistent with approved programs and 
available funds. 

Ofice of Personnel Management 

Issued 18 administrative orders prescribing, revising, or strengthening the 
regulations and policies of the Department and 69 information bulletins clarify- 
ing various aspects of the laws, regulations, and instructions relating to per- 
sonnel management. 

Initiated a program in bureau personnel offices for periodic review of the 
classification of all positions throughout the Department to insure that posi- 
tions are classified properly and that employees are compensated properly for 
the work performed. 

In cooperation with the Civil Service Commission, developed occupational 
standards to serve as guides in establishing the salary levels of approximately 
17,000 positions in the Department of Commerce and similar positions in other 
Government agencies. 

Coordinated pay adjustments in connection with the transfer of some 400 
employees of the former Alaska Road’ Commission from the Department of the 
Interior to the Bureau of Public Roads. 

Devoted increased attention during the year to screening proposed and new 
appointees for suitability, and to rejecting or separating those who were found, 
upon investigation, not to meet the Department's standards. 

Provided assistance to bureau personnel offices in evaluating their personnel 
programs through issuance of a suggested self-appraisal plan for personnel man- 
agement activities and a basic checklist for a survey of employee attitudes con- 
cerning agency personnel management. 

Employee suggestions, totaling 6,979, increased from 83 per thousand em- 
ployees in 1956 to 145 per thousand in 1957. Of the total received, 1,226 were 
approved. The total estimated value of employee contributions in the 1957 
incentive awards program was $329,270. 

Office of Publications 

An expanded program of forms control was established in the Office during 
the 1957 fiscal year. 

Sales of the Department’s published materials rose by nearly $700,000 to 
$3,875,000. Sales of publications through the Superintendent of Documents 
system alone increased by $278,000 to $1,579,000, accounting for 25 percent of 
his sales—again the largest of any Department. 

With no increase in personnel, the Printing Division’s plant produced the 
equivalent of 143 million standard pages in fiscal 1957 as compared to 133 mil- 
lion in 1956. This record reflected continuing gains from reorganization and 
modernization of equipment that have held prices to the 1951 level despite 
steadily rising costs. A survey of the plant by a consultant from the Rochester 
Institute of Technology found it operating efficiently. 


FiscaL YEAR 1958 


Ofice of Administrative Operations 

The cost of operating and maintaining the Department’s motor vehicle fleet 
continued to hold below the average for all Government agencies. In recognition 
that further economies can be made through preventive maintenance, the Office 
developed a departmentwide plan for the uniform maintenance of all vehicles. 
This includes inspection schedules, supporting records, and training for bureau 
fleet managers. Reduction of maintenance costs by at least 1 cent per mile has 
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been established as the target. Cooperative studies in 18 cities with the Generg| 
Services Administration (GSA) of proposed interagency motor pools comprised 
a large part of the year’s motor vehicle activities. Implementation of the pre 
ventive maintenance program and a new training film for drivers were planned 
for fiseal 1959. 

The Office initiated a departmentwide, inservice training program for in. 
provement in correspondence. More than 980 employees attended correspondence 
workshops, and 125 attended mail operations workshops. 

Over 141,000 cubic feet of records were removed from operating space in the 
Department. This released for reuse or reassignment personal services, equip 
ment, and space worth $430,000. 

Top management in all units of the Department completed an evaluation of 
safety progress in initiating positive steps to increase effectiveness of accident 
prevention efforts. As a result, full-time safety personnel was appointed in 
several field areas where hazardous operations justify more intensive safety 
supervision. The previous overall rate of accident was reduced by 5 percent. 
Primary emphasis was placed upon the development of a complete training kit 
dealing with the supervisor’s responsibility for safety and a complete eye-pro- 
tection program for all employees. 

Real property holdings of the Department now stand at 1,060 installations 
valued at $500 million. The Office participated in a primary organization unit 
review of all real property holdings to determine needs under current programs. 
In cooperation with Bureau of the Budget representatives, the Office inspected 
real property holdings of major field installations. Arrangements were made to 
cross-service warehousing facilities between the Maritime Administration and 
the Bureau of the Census for specific requirements. Operations were improved 
by consolidating four regional warehouses into one central warehouse. 


Office of Budget and Management 


Further refinement of budget planning and programing techniques resulted 
in development and publication of an improved Commerce Operating Budget 
in Grief for information and reference by Department officials. This publica 
tion provides a concise description of the services and activities conducted 
through the 11 major bureaus and several staff offices within the Department, 
together with personnel and funds programed therefor. Previously, this in- 
formation was developed only for services and activities financed from funds 
appropriated directly to the Department and its primary organization units 
The Office now, however, has refined the technique to cover all services and 
activities without regard to the source of funds or methods of financing. 

In accordance with the President’s program to stimulate business activity 
and employment, the Office took coordinating action to accelerate within all 
component units of the Department the procurement of equipment, supplies, and 
materials required for fiscal 1958 operatoins as well as those planned for fiscal 
1959. As part of this endeavor, all programs were examined for opportunity 
to accelerate procurements; reserved funds were released; financial programs 
were adjusted: and emphasis was placed on expeditious payment of supply 
fund bills after deliveries were completed. 

The Office developed a monthly reporting system to apprise the Secretary, 
other secretarial offices, and other Commerce officials briefly but comprehet- 
sively of the condition of public business in each primary organization unit of 
the Department. The report, consisting of two parts, covers (1) availability 
and source of funds, rate of obligating, and current employment as compared 
with budgeted employment, and (2) rate of progress of program accomplish 
ments. The latter part is designed to indicate not only the general rate of 
progress on basic programs but also on any part of a program that may be it 
arrears and steps being taken to bring it up to date. 

Under the Department’s long-range user-charge program, the Office established 
the general policy, standards, and criteria for the recovery of cost to the Depart 
ment of rendering a special service that provides a special benefit to recipients. 
User charges established in two areas in the Department where special services 
are being furnished will result in a net increase in Treasury receipts of $300,000 
or more annually. 

The Office undertook many studies concerning situations and problems comilé 
to the attention of the Department. These included : 

An inventory of the time required by various bureaus of the Department for 
payment of contractor accounts, looking to simplification of billing requirements, 
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improvement of billing and payment procedures, and speeding up payments of 
contractors’ invoices. 

A review of Department and bureau regulations, instructions, and orders to 
check on their necessity and conformity. 

An analysis of observations of appropriations and other congressional commit- 
tees concerning departmental and bureau operations and planned programs, with 
review and appropriate coordinating action taken thereon. 

A survey of telephone costs in the Department to determine where economies 
could be effected. 

Development of tabulations and analytical materials concerning personnel en- 
gaged in financial management functions. The data included organization charts, 
general description of the financial management system, functions included 
therein, and a comparative report on personnel engaged in these functions. <A 
significant disclosure of this review was that from fiscal 1950 to 1957, the num- 
ber of employees engaged in financial management decreased from 1,868 to 1,358, 
or 27 percent. 

Development of comprehensive information on major research, scientific, tech- 
nical, and developmental programs conducted within Commerce bureaus, includ- 
ing descriptions of organizations, their relationship to programs in other agen- 
cies, the methods through which their activities were carried on, the funds and 
staff applied to these programs, and description of projects undertaken. The 
information thus developed was used in appraising Commerce programs as well 
as in meeting requests by other agencies for similar and related information. 

The Office also: 

Participated in a study of the condition of the fleet operated by the Coast 
and Geodetic Survey, resulting in development of a long-range program 
for modernization and improvement of the fleet. 

Participated in a survey of electronic data-processing equipment installed 
in the several bureaus of the Department, including detail analysis of 
several electronic processing programs. 

Participated in an interdepartmental study to determine the feasibility 
and desirability of establishing a central traffic and transportation agency to 
handle that portion of the International Cooperation Administration-financed 
transportation now handled by three Government agencies. Final recom- 
mendations have been made and a determination was to be made in the 
second quarter of fiscal 1959. 

The Office continued to assume the liaison and leadership functions in develop- 
ing the Department’s financial management improvement program. 

One more primary organization unit—bringing the total to four—installed 
an accrual accounting system approved by the Comptroller General, and three 
ithers developed and tested similar systems that will be presented for Comp- 
troller General approval shortly. The remaining primary units have been 
studying all phases of their accounting functions preparatory to revising the 
systems now in use. 

Efforts were continued toward achieving the Department's target date of fiscal 
1961 (1962 for the Bureau of Public Roads) for implementing cost-based 
budgeting. 

As a consequence of emphasis given by the Office to the advantage of synchro- 
nized classifications, both budget activities and organizational components now 
have accounting support in all but one of the primary organization units. 


Office of Personnel Management 

_ The staff participated in an interagency study which led to issuance by the 
Civil Service Commission of procedures to streamline operations under the 
Classification Act of 1949 and reduce paperwork. 

A survey was conducted of the need for top-level positions (above GS-15) 
throughout the Department, and statements were prepared for the Civil Service 
Commission and for the House Subcommittee on Manpower Utilization, Com- 
mittee on Post Office and Civil Service. 

Virtually all regular positions in the Department were reviewed during the 
year in order to insure correctness of classification and compensation. 

Cash awards aggregating $256,915 were granted to employees for their con- 
tributions to efficiency, economy, and effectiveness in the public service. The 
aenated value of contributions under the incentive awards program was 
$893,176. 
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The largest suggestion award of $1,000 was given to two Maritime Administra. 
tion employees who developed a device to remove dry scale from the tanks of 
laid-up ships. First-year savings were $75,000, and during the next 3 years say- 
ings are estimated at $600,000. In addition, the device has eliminated previously 
existing safety hazards, will permit conditioning of the fleets in much shorter 
time, and will reduce repair costs in the future. 

Office of Publications 

Sales of Commerce publications through the Superintendent of Documens 
system rose by $121,000 to $1,700,000 in fiscal 1958, a new record and again the 
greatest of any department, accounting for 26 percent of his sales. Including 
maps and charts, patents and trademarks, and technical reports sold by the 
Department itself, sales of Commerce printed materials rose by $224,000 to 
$4,099,000; also a record. 

Continued modernization of equipment and streamlining of operations in the 
Printing Division helped make it possible for the Division to absorb a $50,000 
increase in wage payments and contributions to the civil service retirement 
fund without increasing prices. The number of employees was unchanged. 

































Mr, Preston. Mr. Secretary, I know as one member of the com- 
mittee, and I am sure the others know, that you cannot reduce your 
administrative cost in direct proportion to the number of employ- 
ees that left your policy control when the CAA was transferred out 
and became an independent agency. We are aware that you cannot 
do that, but it does present sort of a paradox here, and the best ex- 
planation that you can give will be helpful because we want every- 
body—the other Members of Congress who will read ae hear- 
ings—to be satisfied, as well as the members of this subcommittee. 

Mr. Moore. I would like to go off the record for a moment, if I 
may, because this may be a little impertinent. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. Let me ask you a question on the record now, and 
we will see if we can get some further enlightenment on it. Is it 
a fact, since you have made these revelations here today about not 
being able to reduce your administrative costs after losing the CAA, 
that actually the budgetary supervision and policy control has been 

rather superficial all through the years ? 

Mr. Moore. I would not think so at all, Mr, Chairman. No. 

Mr. Preston. Has it been substantial ? 

Mr. Moore. It has been very substantial. You are talking about 
supervision now. That is substantial, very substantial. It is not 
large in terms of manpower, of course. We only have one man i 
records management in our “General administration,” budget. 

Mr. Preston. One what ? 

Mr. Moore. One records management man. I mean for the files, 
and so forth. Yet he is continually going to every bureau we have 
and has made tremendous progress in the elimination and reduction of 
records. 

Mr. Preston. But where do we ever see that reflected? We do not 
see it reflected in the loss of business or reduction of files. 

Mr. Moore. I do not think you would, but we can show you how 
we saved 1,700 files and did not have to buy them—filing cases, that 
is. 

Mr. Preston. That is commendable, but tell me where these five 
men in security control went. They are not off the payroll, are 
they ? 
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Mr. ALexanper. They have been separated from the Office of Se- 
curity Control. 

Mr. Preston. All five of them ? 

Mr. ALEXANDER. Yes, sir. 

Mr. Moore. I am not too sure that CAA did not pick up some of 
these people, because they have developed their own organization. 


ADMINISTRATIVE FUNCTIONS RELATED TO BUREAUS 


Mr. Preston. What you are telling us is that you have to maintain 
acertain strength to give policy eruidance and administrative control 
and supervision over the agencies under the Department of Com- 
merce. That is a fairly static figure, regardless if you lose one: it 
does not materially affect the or ganization, they have had to maintain 


‘that. Is that not what you are insisting? Is that not true? 


Mr. Moorr. That I am insisting. 
JUSTIFICATION OF BUDGETS 


Mr. Presron. Mr. Moore, let me say this about you. How long 
have you been here ? 

Mr. Moore. I have been in this position about 4 years. 

Mr. Preston. I have found you to be absolutely fair with the com- 
mittee under all circumstances in trying your best to give us infor- 
mation, even when it hurts at times, and I have no reason to suspect 
that you are in any way giving us erroneous information, but it is 
quite difficult for us w ho are not actu: uly involved in the inner work- 
ings of the Department of Commerce in the administrative area to 
understand. We are not impugning to you or Mr. Nielson here a 
leliberate effort to deceive the committee because I have not found 
either of you to be of that nature. You have always been frank with 
us. We just hope that you will furnish us with as much information 
as possible so that we can support your position at the proper time. 

Mr. Moorr. Mr. Chairman, may ‘T say that both of us—I think I 
can speak for Mr. Nielson—have no idea but. to give you factual, 
honest, straightforward information. We think that is the only way 
we can work with you. 

Mr, Preston. You came to the Government from private business 
with an avowed intention to try to help eliminate redtape, reduce 
personnel, and to make the Government more efficient. 

Mr. Moorr. To effect economies, yes. 

Mr. Preston. I have heard you speak on the subject many times. 
I just hope that we can have everybody trying to accomplish the 
same goal; nevertheless, every year we do not find fewer jobs—we 
find more jobs. The agencies of the Government are coming before 
the Appropriations C ommittee asking for more money, more money, 
me more money. 

[ do not know what the thinking is in Government circles about 
this business of appropriations, but it just continues to climb every 
year. Of course, salary increases are responsible for some of it. 

Mr. Fioop. Mr. Chairman, may we go off the record a minute? 

Mr. Preston. Yes, if you wish. 

(Discussion off the record.) 





EXPERTS AND CONSULTANTS 


Mr. Preston. Back on the record now. At what rate of pay are 
experts and consultants employed now ? 

Mr. Moors. In the Commerce appropriation, $50 a day is the 
maximum. 

Mr. Preston. How many were employed thus far in 1959? 

Mr. Moore. In this year through March 31, we have had 7 people, 
ranging from 1 day toa maximum of 44 days. 

Mr. Preston. Do you have a list of them ? 

Mr. Moore. Yes, sir. 

Mr. Preston. May I see it? 

Mr. Moore. Yes. sir. {Hands list to the chairman. | 

Mr. Preston. Are these consultants employed in the area of gen- 
eral administration ? 

Mr. Moore. Yes, I think they are all in there. 

Mr. Nrevson. Mr. Chairman, they are all out of “Salaries and 
I-xpenses, General Administration.” 

Mr. Preston. None of these are in the various bureaus which you 
supervise ? 

Mr. Nretson. No, sir 

Mr. Presron. Let us take the first name on the list without putting 
it into the record at the moment. What did he do for the Depart- 
ment of Commerce ? 

Mr. Moore. Are you looking at 1958 or 1959, Mr. Chairman ? 

Mr. Preston. I am looking at 1958 and 1959. 

Mr. Moore. Yes, we have got both there. I was just talking about 
the first one. 

Mr. Preston. I am looking at 1958. 

Mr. Moore. I think he writes on scientific matters. I am sure that 
is right, Mr. Chairman. 

Mr. Preston. What was he writing about? 

Mr. Moore. Bureau of Standards, weather, things like that, in the 
scientific areas 

Mr. Preston. At the direction of one of the Assistant Secretaries 
I would presume ? 

Mr. Moore. Actually, he worked under the direction of the head of 
our public relations staff. 

Mr. Preston. Under the direction ? 

Mr. Moore. Yes: that was in 1958. 

Mr. Preston. Let us take the sixth man from the top who worked 
44 days in 1959 and the compensation received was $1,676. What did 
he do? 

Mr. Moore. I do not know that man. Public information also had 
him on special projects, I am informed. 

Mr. Preston. What kinds of projects? 

Mr. Moore. I will have to check that, because frankly I do not 
remember that man. 

Mr. Nrerson. M’. Chairman, if it is agreeable with you, we could 
supply something on that particular name for the record. 

Mr. Preston. Also supply the ‘man whose name appears third from 
the bottom of the list in 1959, 37 days and compensation was $1,842. 

Mr. Nretson. We will be happy to furnish that. 
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Mr. Preston. I do not think you need to put the names in the 
record. Just refer to it as “this party.” 
(The information requested is as follows:) 


First on the list 

His overall duty is to consult and advise with the Secretary of Commerce 
and other Secretaries together with the Director, Office of Public Information, 
on Ways and means of effectively bringing to public attention through the media 
of press, radio, television, trade publications, etc., the new programs of the De- 
partment in the fields of transportation, business services, science, and trade 
and to make recommendations concerning the information policies, procedures 
and, presentations of the Department and its various agencies in respect to all 
activities. 

He is an experienced newspaper and advertising expert who follows, studies, 
and appraises news about the Department in papers, periodicals, trade publica- 
tions, radio, TV transcripts, and other media, and designs therefrom suggestions 
for use by various Secretaries and Department agencies in statements, reports, 
speeches, communications, ete. 

As an expert in promotion, he makes suggestions as to handling public in- 
formation on displays and other new developments like St. Lawrence Seaway, 
international trade fairs, ete. 

As a former writer for metropolitan press and periodicals makes suggestions 
as to statements, proclamations, orders, magazine articles, and data requiring 
high literary value. 

He advises on means of supplying Members of Congress and other Federal 
and State officials with information as to Commerce activities pertinent to their 
areas or activities. Consults with information officials of Department on ways 
to improve news coverage. 


Sieth from the top 


Serves as a consultant to the Director, Office of Public Information. On a 
selected basis, will appraise the informational policies and programs of various 
bureaus and offices of the Department and make recommendations regarding 
their continuance, revision, or further development, based on effectiveness and 
achievement of established objectives. 

As one experienced in public information and publishing, advises on improved 
means of providing information for the Congress, news outlets, and other com- 
munications media. Advises also on research on statements, reports, speeches, 


‘and other forms of public communications by Secretaries and agency officials. 


Third from the bottom 

To serve as consultant and adviser to the Assistant Secretary on matters 
dealing with the Department’s responsibility in the field of domestic trade 
promotion and affairs. 

Of the 18 consultants listed, 5 were utilized in connection with public in- 
formation activities. 

Mr. Preston. Do you have a schedule or a chart showing the total 
throughout the Department ? 

Mr. Nrexson. I do not, Mr. Chairman. However, I can certainly 
furnish you a complete list. 

Mr. Preston. Would it involve very much work to get this list up? 

Mr. Nrexson. I do not think it would involve too much work. 

Mr. Preston. All right, furnish that for the record at this point. 
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(The information requested follows :) 


Consultants working during fiscal year 1959 through Mar. 31, 1959 
PAID CONSULTANTS 


———————<—<—<—_ me 


; | 
| Number of | Man-days Salary 
| consultants | | 























NE I 55k nd Se cg ddkinindnnacaccasdaas 7 128 $5, 425 
ESE Se eae ia ea as 12 542 22, 3) 
Business and Defense Services Administration. - 11 | 499 22, 407 
Bureau of Foreign Commerce.-- 1 13 | 639 
Bureau of Public Roads eis 13 454 19, 250 
National Bureau of Standards 37 1, 143 43, 5 
ig | RE Re Se hs ae ri 77 3,67 

DOE LE OTE iia dat aa Sa 88 | 2, 856 | 117,218 

CONSULTANTS SERVING WITHOUT COMPENSATION 

Sn UE ne ee org k casene > 77 b Sujet ons etcennene 


Business and Defense Services Administration._______- 77 | sei weebewwacell 


Mr. Preston. How many do you contemplate using in 1960? 

Mr. Moore. I do not know that we have reached any totals on that, 
It would depend on what special projects, and especially, if this trans- 
portation study goes along as we expect, we might use some for any 
highly technical information that they might have, 


LEGISLATIVE LIAISON ACTIVITIES 


Mr. Preston. I think the record should show at this point how many 
of these people on the list that I hold in my hand worked in the area 
of public relations. Does the Department of Commerce have a legis- 
lative liaison organization ? 

Mr. Moore. In the General Counsel’s Office we have a legislative 
liaison man. 

Mr. Preston. How many people? . 

Mr. Moore. The Deputy General Counsel heads it up, and we have 
one man on the House side and one man on the Senate side reporting 
to him, 

Mr. Preston. Three people are involved in this liaison not counting 
the secretaries ? 

Mr. Moore. I am not counting secretaries. 

Mr. Nretson. To my knowledge there are no secretaries to count 
here. 

Mr. Preston. Off the record. 

( Discussion off the record.) 


PURCHASE OF MOTOR VEHICLES 


Mr. Preston. How many automobiles does the Department propose 
to purchase in 1960? 

Mr. Nrerson. Mr. Chairman, overall for the Department, motor 
vehicles to be purchased amount to 34, of which 30 will be in the 
Bureau of Public Roads and 4 in the National Bureau of Standards. 

Mr. Preston. Are they for replacement only ? 

Mr. Nrerson. They are for replacement only. 
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Mr. Preston. Are there any special purpose vehicles, or do they 
all fall into the category of governmentwide, cost- limitation vehicles? 
Mr. Nietson. We have four station we agons in the Bureau of Stand- 
ards, but these fall within the general category of passenger vehicles. 


PENALTY MAIL COSTS 


Mr. Preston. Do you have the penalty mail cost figure available for 
1960, what you estimate it to be? 

Mr. Nrevson. Mr. Chairman, if we might, we will be glad to sup- 
ply that for the record for the whole Department, and if you would 
like a breakdown, we would be happy to give you the breakdown. 

Mr. Preston. I think we had better have it for the whole Depart- 
ment, just give us the total. 

(The information follows: ) 


Cost oF PENALTY Mart, 1960 


Estimated cost for penalty mail for 1960 is $1,195,500 for the entire Depart- 
ment of Commerce. 

Mr. Moore. You know that isan estimate, Mr. Chairman ? 

Mr. Preston. Yes, I know that is an estimate. 

Mr. Moorr. And everybody says we save hundreds of thousands 
of dollars, by not counting up all the letters. I felt quite proud 
of that. 

Mr. Preston. You have saved some money ? 

Mr. Moors. Oh, we saved all kinds of money. 


SUPERGRADE POSITIONS 


Mr. Presron. How many supergrade positions are proposed in 
the 1960 budget ? 

Mr. Nierson. In the 1960 budget you mean—additional super- 
grades ? 

Mr. Preston. I assume there will be no additional ones. 

Mr. Nietson. There will be no additional ones. 

Mr. Preston. Do you have the same number in 1960 as in 1959? 

Mr. Nrecson. As of March 31, we have a total of 100, of which 10 
are GS-18 ; 30 in grade 17; and 60 in grade 16. 

Mr. Preston. And that broken down by bureaus and agencies? 

Mr. Nrexson. I will pass you a list, Mr. Chairman. 

Mr. Moore. We have the Government Patent Board in there, and 
that really does not belong to the Department of Commerce from a 
funding point of view. 

These are currently approved. 

Mr. Preston. It would appear to me that this thing is a little bit 
out of balance. You have 26 in the Business and Defense Services 
Administration which includes the Office of Field Services and the 
Office of Area Development, and in the National Bureau of Standards 
you only have 2. 

Mr. Moore. We have some Public Law 313 grades in the National 
Bureau of Standards, I believe 15; am I correct on that? 

Mr. Nrerson. Those are scientific positions. 
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Mr. Moore. Yes, scientific positions, but we do not call them super- 
grades. There are some in the National Bureau of Standards and we 
have more in other organizations. 

Mr. Preston. Why would you have so many in the Business and 
Defense Services Administration ? 

Mr. Moors. They were under the Defense Production Act, and 
Commerce incorporated that operation within BBSA. They were 
already in effect when we took that over. 

Mr. Presron. I take it that you would not put that many in there 
if you had been allocating 100 grades throughout your Department, 
would you? 

Mr. Moore. I suppose, without prejudice, there would be a different 
allocation, yes. 

Mr. Presron. Patent office has only five. 

Mr. Moors. They have Public Law 313 jobs, too. 

Mr. Preston. How many? Do you remember? 

Mr. Moore. I do not remember, but I can get you that Public Law 
313 breakdown if you want it because it comes in the same general 
ares 

Mr. Preston. We will insert this statement of supergrades in the 
record at this point. 

(The above mentioned list follows:) 


U.S. DEPARTMENT OF COMMERCE 


Number of supergrades authorized (by bureau), as of Mar. 31, 1959 


Total GS-18 GS-17 


General Administration_- 3 ean 
Office of International Trade Fairs 
Business and Defense Services Administration ! 
Office of Business Economics-- AAAS : 
Census Bureau.--- 
Defense Air Transports ition Administration. 
Bureau of Foreign Commerce - - J 
Maritime Administration - - 
Patent Office. 
Bureau of Public Roads. er 
National Bureau of Standards--- 
Weather Bureau 
Independent boards: 

Air Coordinating Committee 

Federal Maritime Board- 

Government Patents Board 


Total 


Se 


to 


to . 
tn bo tO Gr on Gr = St 


1 Includes Office of Field Services and Office of Area Development. 


Ungraded positions authorized by Classification Act of 1949, as amended (by Bureau) 


: | 
Number | Annual Total salary 
salary 


Business and Defense Services Administration ; $16, 000 $16, 000 
Maritime Administration_-_- eke ia 16, 349 16, 349 
Patent Office ; | 14, 800 74, 000 
National Bureau of Standards. _- 17, 000 17,000 
| 16, 500 66, 000 

15, 000 150, 000 

Weather Bureau_ | 15, 517 | 15, 517 


| 


Total. Boh isk ii. PGE 354, 866 
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Mr. Preston. Back to this question of reduction in strength by 
virtue of the transfer of CAA into an independent agency: Would 
it be possible to furnish for the record a statement of administrative 
costs and ratios of the various bureaus and offices of the Department ? 

Mr. Nietson. You mean the general administration of the Depart- 
ment broken down by bureaus? 

Mr. Preston. Yes. 

Mr. Nievson. I think Mr. Moore had better answer that, Mr. 
Chairman. 

Mr. Moore. I do not think that would be possible. We could esti- 
mate, but I do not think it would be possible to get an accurate break- 
down. You get a fire in one place, you put everybody on it. 


LEGAL AUTHORIZATION OF ESTIMATES 


Mr. Preston. One final question: Are there any requests for funds 
for activities that are not authorized? If so, what are they, and what 
is the status of the authorizing legislation ? 

Mr. Niertson. Mr. C hairman, in general administration, there are 
no requests for funds to my knowledge for programs that have not 
already been authorized. 

Mr. Preston. You have included in the transportation study as 
based on the authorization of the President ? 

Mr. Moors. Mr. Nielson ? 

Mr. Nierson. Mr. Chairman, that is right. In addition, a reorgan- 
ization plan was passed whic h emphasized transportation functions. 
There is sufficient authority contained there which would authorize 
a similar study to be undertaken on a normal basis. 

Mr. Fioop. If the gentlemen would yield. 

Mr. Preston. Yes. 

Mr. Frioop. I think you mean to be responsive, but you were not 
really completely responsive. I would like to see you answer what I 
think the chairman means so that you had the General Counsel set 
forth at this point in the record citations of that statute with particu- 
lar and specific reference to the pertinent sections of that statute, 
upon which you base that authorization, that reference for justifying 
your absence of specific law. You may or may not be right in your 
position certainly, in reply to the chairman’s question, that our 
authorization for this request for $100,000 for a transportation study 
is based upon the following out of Congress, the basic act of Con- 
gress. We want to know what section of the act by citation, what 
specific section of that act, and a citation of precedent or precedents 
to establish it as a matter of law, because as far as this Subcommittee 
on Appropriations ‘s concerned, there is no law in front of us except 
a letter from the President of the United States, which, contrary to 
the famous scene in “Of Thee I Sing,” is not law. 

The President can not turn to the Attorney General and say, “Mr. 
Attorney General, take a law.” 

Mr. Moore. Mr. Flood, we can supply, the citations for the record. 

Mr. Preston. Very well. 
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(The information requested follows :) 


[Excerpt from United States Code, 1952 edition, titles 1-14] 
TITLE 5, CHAPTER 10, SECTION 596 
POWERS AND DUTIES OF DEPARTMENT 


It shall be the province and duty of said Department to foster, promote, and 
develop the foreign and domestic commerce, the mining, manufacturing, shipping 
and fishery industries, and the transportation facilities of the United States; 
and to this end it shall be vested with jurisdiction and control of the depart- 
ments, bureaus, offices, and branches of the public service hereinafter specified, 
and with such es oe ers and duties as may be prescribed by law. (Feb. 
14, 1903, ch. 552, see. 3, 32 Stat. 826.)” 


{Excerpt from the President's Message Transmitting Reorganization Plan No. 21 of 1950] 


It is my purpose to look to the Secretary of Commerce for leadership with 
respect to transportation problems and for the development of overall trans- 
portation policy within the executive branch. Because of the magnitude and 
importance of the transportation functions transferred to the Department of 
Commerce by this reorganization plan, I have found and hereby declare that it 
is necessary to strengthen the top administrative structure of the Department 
by providing for the appointment and compensation of a new Under Secretary 
of Commerce for Transportation. This will make available an officer of the 
highest rank to assist the Secretary in supervising the varied and complex 
transportation programs of the Department and providing central leadership 
in transportation matters. With the many responsibilities of the Secretary of 
Commerce in other areas, the creation of this office is essential to enable him 
properly to fulfill his oblig rations with respect to transportation. 


Mr. Preston. In order to simplify this, could you answer the ques- 
tion I have asked about other authorized activities for the entire de- 
partment? Would that information be readily available in your 
oflice ? 

Mr. Moore. Mr. Chairman, with respect to all the items that are in 
this budget, yes. We would have the information available in our 
office, and I would be ver y happy to put it in a statement in the record 
on this subject. 

The two items specifically that come to mind immediately are the 
Forest Highway and Public Lands Highway funds which shows in 
the budget as coming out of the trust fund in 1960. There would 
have to be some specific legislation with respect to this. 

Mr. Preston. Is there some legislation on that pending? 

Mr. Moore. As I recall, the legislation is in process or has been 
transmitted to the Congress. 

Mr. Preston. If there are any other activities, put them in the 
record at this point. 

(Nore.—Subsequent verification indicates there are no other ac- 
tivities not specifically authorized by law.) 

Mr. Moore. We will be happy to do so, Mr. Chairman. 

Mr. Preston. Any other questions, gentlemen ? 


WORKLOAD OF OFFICE OF PUBLIC INFORMATION 


Mr. Froop. With reference to the Office of Public Information, I 
notice the presentation and I see there is no change. As a matter of 
fact, there is an increase of $1,300. I would like to observe that here 
is certainly an office where you will have a great burden to justify 
continuation at this level, if the purposes of the public information 
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officer are what your justification says that they are, that here you 
have a fantastic burden in face of a ‘loss of half of your caseload of 
personnel and a tremendously important office of CAA, a great public 
acclaim of widespread community interest. 

It was an area in which the public information officer would op- 
erate. Now does he or does he not agree, and the cutting off of half 
of your body, you have cut off half of this reason for this man’s 
existing, the public information officer, I would think. 

If that is not so, correct me. Tell me how in the world a public in- 
formation man can go on last year and then go on next year with 
half of your reason for existing no longer being } present. 

Mr. Nretson. Mr. Flood, I would just like to make one observation. 
You have indicated that, by cutting off the CAA with half of the 
total people, the public information man has lost a large workload. 
Ife has responsibility in addition for the Maritime Administration, 
Public Roads, and many others. 

Mr. Froop. What he has is what he has had before? 

Mr. Nrevson. Yes, sir. 

Mr. FLoop. You mean now he and his staff are only going to work 
half as hard because half of their work has been taken away, is it 
not? Last year they had to work twice as hard as they are going 
to work next year, and they are going to get a break, is that not about 
it? I do not say that is wrong. I want to know. 

Mr. Nretson. I could not say that they are going to get a break. 

Mr. Fioop. Here we go again. Do you see that some member back 
there in the fourth row is going to stand up and be apopletic — 
say, “Do you mean to tell me that this public information staff i 
the same plus $1,300 as it was last year and half of the reason for 
it being there at all no longer exists ! 

Mr. Nrerson. Mr. Flood, I think we have now to realize that we 
will have- 

Mr. Froop. Yes, but I say, well, you give a speech if you can justify 
this one. 

Mr. Suetiey. Will the gentleman yield? 

Mr. Fioop. Yes. 

When the CAA was transferred to the new national aviation agency, 
did they take their own specially assigned public information officers 
with them ? 

Mr. Nretson. They had a public information officer of their own. 

Mr. Suetiey. And they took him over there ? 

Mr. Moore. Yes; he stayed there. 

Mr. Suetiey. Last year you had 18 positions, and this year you 
are asking for the same 13 positions. I think it is a natural assump- 
tion that some of these 13 worked on CAA matters. 

Mr. Moore. We distributed their releases through the Department 
of Commerce. In place of this we picked up one that has just as 
much public interest. That is the St. Lawrence Seaway. We are 
issuing their press releases through our staff at the present time. 

Mr. Surtiey. You have had the same St. Lawrence Se eaway for 
several years. 

Mr. Moore. No; we just got it. 

Mr. Sueuiey. You had it before this committee for appropriations 
for several years. 
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Mr. Moore. It may have been in this committee, but Commerce only 
picked it up recently. 

Mr. Foon. If the gentleman will yield again, the point is this— 
and I think Mr. P1 ae has made this point—there i is no doubt in my 
mind, knowing you as I do, you are a professional bureaucrat. There 
is no aspersion intended there, but you sit there and you have a 
genius—this is your profession—for justifying this budget. 

But your blind spot is this, and it is a profession: ul blind spot, 
it is an occupational hazard, it would not occur to you that you could 
embrace the point of view of an Appropriations sube ommittee. It 
would not occur to you that there is this fantastic problem. You 
can go on and show us why the St. Lawrence Seaway is now in there 
and why we have everything that has to be done that. was done before 
with the same number of people, with the same dollars; it is a matter 
of pride and principle that keeps that this way, but ar all, that is 
the philosophy of the professional bureaucrat. I repeat: This is not 
aspersion. Do you see the defect in that philosophy of the Govern- 
ment that exists in the mind of the hidden force in this town, the 
third power, the professional civil service Government official at 
administrative level who goes on like Tennyson’s brook, regardless 
of party, administration, or anything else. He is the Government; 
he runs this place. 

He says: “This is the way we will do it.” Does it not occur to you 
that there is this big blind spot in your thinking? Of course, it does 
not or you would not do this. It astounds some of us. Do you see! 

Mr. Moore. I see, but I have no particular answer. 

Mr. Froop. Oh, no. It is a rhetorical question. I will answer it 
myself. 

Mr. Preston. Are there any further questions, gentlemen ? 


COMPARISON OF ESTIMATES 


Mr. Horan. I would like to, for my own clarification, get some 
points clear at this time, and tell me if I am wrong. 

The committee last year reported out a bill from this subcommittee 
of roughly § $800 million including the funds for the CAA, is that not 
correct? Or $799,664,000, as I get it. We had CAA and the total 
for CAA was pale $421,950,000—that is what we reported out. 

You have informed me that had the CAA been in this bill which 
comes to us minus the trust fund element with a total of $502,526,- 
000 

Mr. Nretson. Yes, that is right. 

Mr. Horan. If we had CAA in there, it would be roughly $1.1 
billion ? 

Mr. Nrexson. It would be in that neighborhood; yes, sir. 

Mr. Horan. I am beginning to get some of this confusion cleared 
up, but I do hope, Mr. ‘Chairman, that we can have a compact state- 
ment from the budget officers to clear up all of this, and also some ac- 
counting of your increases here. One of them, now, being the census. 
May we have that before us at your convenience ? 

Mr. Preston. Yes, indeed. 

Mr. Moore. Yes, Mr. Horan, we will be glad to supply that. 

Mr. Horan, I think that would help to clear it up, if we have a 
comparison with last year’s figures, and then something else, because 
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I think that it contributes a better order if this subcommittee under- 
stands what is going on and what has transpired in the meantime, 
and any adjustments, or changes, that have affected your work down 
inthe Department of Commerce. That is all, Mr. Chairman. 

(Nore.—Comparison requested appears on p. 72 and other informa- 
tion requested is as follows :) 


RELATIONSHIP OF DEPARTMENTAL STAFF TO THE CONSTITUENT ORGANIZATIONS OF 
THE DEPARTMENT OF COMMERCE 


With some minor exceptions, noted below, the size and workload of the de- 
partmental staff bears no direct relationship to the size of the Department or 
the number of its constituent organizations and is, therefore, not affected by the 
transfer of CAA from the Department of Commerce. 

The relationship of the Office of the Secretary to the bureaus and offices of 
the Department is analogous to the relationship of the central staff agencies to 
the departments and other executive agencies of the Government. Such staff 
agencies include the Bureau of the Budget, Civil Service Commission, General 
Services Administration, et al., having the responsibility for promulgating poli- 
cies, general guidelines, and instructions as well as administering certain laws 
to achieve uniformity in their application by the various departments and 
agencies. 

The Office of the Secretary in the same manner, through its constituent units, 
performs what is essentially a coordinating role on day-to-day matters which 
affect two or more of the Department's bureaus and offices, and assists the Sec- 
retary in the discharge of his responsibility for the supervision, direction, and 
management of the Department. 

The departmental staff units, in their respective subject matter fields, prom- 
ulgate the Department’s policies, implement the directives of the respective staff 
agencies, coordinate the development of proper responses to informational re- 
quests received from the Congress, study commissions, and so forth, develop the 
Department's position on legislative reports, prepare consolidated departmental 
reports required by law and executive authority, and develop the internal man- 
agement regulations by which the Secretary discharges his management control 
responsibilities. 

All of the major bureaus, within the outlines of the departmental rules and 
regulations, perform for themselves the day-to-day services and operations in the 
so-called housekeeping areas of activity, such as budget and finance, personnel 
operations, property management, and other administrative services. Decen- 
tralized responsibility in these fields has been determined to be the practical 
solution to handling the many diverse situations which exist in such a hetero- 
geneous agency as the Department of Commerce and affords a more efficient use 
of personnel assigned to administrative activities. 

In the instance of two of the constituent units of the Office of the Secretary, 
there did exist a relationship to the CAA which affected the size of the staff. The 
Security Control Office is the central processing point in the Department for all 
personnel security actions. Its staff was reduced by five positions as a result of 
the transfer of CAA. The reduction in staff was in direct proportion to the reduc- 
tion in workload. The Office of Budget and Management eliminated one manage- 
ment analyst position (GS-14) which had been utilized to perform necessary 
budget management review activities in respect to CAA programs. 

It should be noted that the CAA administrative force included 1,867! em- 
ployees as of December 31, 1959, who were performing administrative functions. 
These were distributed as follows: 
sudget and finance_______~_- euler ; ; 473 
Personnel 359 
General services 


mre 83 LS etd MRS ie ee oo be 


These figures serve to illustrate the Department’s policy for placing complete 
dependence upon the major bureaus and offices for the performance for them- 
Selves of essential administrative functions. 


‘Includes 113 paid from reimbursements from other Government agencies, 
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Some administrative services are performed directly for a few of the smaller 
offices and bureaus located in the main building of the Department of Commerce. 
Because of the size of these organizations, their contiguous space locations and 
taking into account the factor of the so-called irreducible minimum service staff, 
it has been determined that it is more economical to perform certain services on 
a centralized basis. Accordingly, the Accounting Operations Branch performs all 
accounting and payroll functions for the constituent units of the Office of the 
Secretary, the Bureau of lMoreign Commerce, the Office of Business Economics, the 
Business and Defense Services Administration, the Defense Air Transportation 
Administration, and the Office of International Trade Fairs. Similarly, the 
Office of Security Control, the Office of Publications Management, and the Ofiice 
of Administrative Operations service the above-mentioned bureaus and offices. 
The Office of Personnel Management performs personnel operations functions 
only for the Office of the Secretary, its constituent organizations, and the Office cf 
Business Economics. 

ADDITIONAL POSITIONS FOR 1960 


Mr. Preston. Just one last question: I was looking at the appro- 
priation summary that you have provided us entitled “The Commerce 
Budget in Brief, 1960,” and on page 3 you show that this budget calls 
for an additional 841 positions over fiscal 1959; is that correct ? 

Mr. Nietson. That is the figure, Mr. Chairman. 

Mr. Moore. Yes. 

Mr. Preston. 322 in the Weather Bureau; 315 in the National Bu- 
reau of Standards; 130 in the Patent Officee; 26 in the Office of 
Business Economics: 18 in the Bureau of Foreign Commerce; 10 in 
the Business and Defense Services Administration; 71 in the Coast 
and Geodetic Survey; and 58 in the Bureau of the Census. That 
makes up the 841; 1s that correct? 

Mr. Nietson. That is correct. 

Mr. Moore. Yes, sir. 

Mr. Preston. I think we are going to have a lot of fun trying to 
tind out how you justify 841 new employees for this budget. 


INCREASE FOR NATIONAL BUREAU OF STANDARDS 


Mr. Secretary, in a very brief statement, which you can elaborate 
on at the proper time when the Bureau of Standards is before the 
committee, will you explain the request for an additional 315 positions 
in the Bureau of Standards, in the amount of $6,525,000. 

Mr. Moore. Yes, I can elaborate on that in an additional statement, 
Mr. Chairman. 

Mr. Preston. Yes, but can you just give us a brief idea now / 

Mr. Moore. We are trying to strengthen this very important bureau 
in order to produce more precise standards because our technology 
has advanced to a point that we do not have sound, accurate stand: ards 
to keep pace with the advanced technology. It is very important 
that we do have those standards to keep the advancement in this 
age going. 

Industry, research, and scientists generally, turn to the National 
Bureau of Standards for measurement stand: irds of all kinds, and we 
are trying to meet their requirements. We think this is one of the 
most important areas that is under the supervision of the Department 
of Commerce. 

Mr. Preston. I wonder what percentage this increase is over the 
total employment full-time positions; these are full time, are they not? 





esd bs a bo 


or 
~ 
~_— 


ae eee. a 


are 
$6, 
thi 


18° 


me 
hi 
pe 
th 


th 


he 
th 








99 


Mr. Moore. These are full-time positions; yes, sir. 

Mr. Preston. I w onder what percentage increase is there. 

Mr. Moorr. Roughly 25 percent. 

Mr. Preston. In the Bureau of Standards? 

Mr. Moore. In the Bureau of the Standards, yes. That is what 
you were talking about, were you not? 

' Mr. Preston. Yes, but also the percentage increase of the Depart- 
ment in general. 

Mr. Moorr. That is about 2 percent. 

Mr. Crperserc. Will the chairman yield there? 

Mr. Preston. Yes. 

Mr. Cepersera. I notice in your National Bureau of Standards, you 
are asking for 315 people at an increase of $6,525,000. Does that 
$6,525,000 reflect only the pay of these 315? It must reflect some- 
thing other than that. 

Mr. Moors. The “Research and technical services” appropriation 
is where 317 additional people are requested for a $4,910,000 increase. 

Mr. Ceperserc. How much of that is salary ? 

Mr. Moore. I will have to take a look at that. Just a moment. 

Mr. Preston. Any further questions ? 

Mr. Ceperserc. That is all. 

Mr. Horan. I would like to raise a point. 

Mr. Preston. Mr. Horan. 


REDUCTION OF PERSONNEL IN BUREAU OF PUBLIC ROADS 


Mr. Horan. I would like to raise on the record the point I just 
mentioned to the chairman off the record. The Federal aid to the 
highway program, you currently have a reduction of almost 500 
permanent positions. That is something that looks encouraging to 
this subcommittee. 

I just wondered how that was achieved. You can supply that for 
the record. 

Mr. Nretson. Mr. Chairman, that happens to be tied in with Alaska 
statehood which we would be happy to discuss. 

Mr. Horan. I would like to have a discussion on that because I 
have this feeling: that we like coordination between programs, and I 
think perhaps in the Federal aid system, you do have cooperation 
between the Federal and the State Governments that is really helpful. 


SALARY RATES AT BUREAU OF STANDARDS 


Mr. Nierson. Mr. Chairman, on Mr. Cederberg’s question a moment 
ago concerning salary rates at the Bureau of Ste andards, page 121 of 
the committee print shows the average salary for 1958 at $6,040; for 
1959, $6,620; and $6,670 for 1960. 

Mr. Creperserc. I was positive that those salaries were not going 
to average out at that, but anyone looking at this appropriation sum- 
mary, if he looked at the additional positions and the additional 
amount, you have them tied so closely together, it would indicate that 
most of that was in salaries. 

Mr. Preston. Other objects are also included in those figures. 
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AviATION War Risk Insurance ReEvotvine Funp 


Program and financing 





1958 actual 


Program by activities: Administrative expense (total costs 


obligations) - 


Financing: 
Amounts becoming available: 
Fees for issuance of binders- - - 
Unobligated balance brought forward_ 


Revenue and receipts: | 


Total amounts available 
Unobligated balance carried forward 
Financing applied to program __-- 


Sources and mnpneenien of funds 


1958 actual 


Expense _ 
Revenue 


Gross expenditures (funds applied): 
Receipts from operations (funds provided) 
Budget expenditures 


Revenue, expense, 


1958 actual 


Revenue.. 
Expense - -- 


Net income or loss (—) for the year 
Retained earnings beginning of year- 
Retained earnings, end of year 


Financial condition 


1958 actual 


Assets: Cash with Treasury. - 


Government investment: Retained earnings--_-- 


Status of certain ee balances 


1958 actual 
Unexpended balance: Cash- 


Unobligated balance. 


Object classification 


1959 estimate | 1960 estimate 


$4, 300 | 


37, 95 


— 33, 650 —31, 100 


6, 400 


(operations) 


| 1959 estimate | 1960 estimate 


| a 
$4, 300 | $6, 400 
37, 950 | 3, 850 


—33, 650 | 2, 550 


and retained earnings 


| 1959 estimate | 1960 estimate 


$3, 850 
6, 400 


—2, 550 
33, 650 


$37, 950 
4, 300 


33, 6: 50 


| 
1959 estimate | 1960 estimate 


$31, 100 
"81,100 


| 
1959 estimate | 1960 estimate 


wi! 100 


31, 100 


$33, 650 | 








1958 actual 


| 
Pe 


Personal services: Other personal services-_--- 
Printing and reproduction_ - 

Other contractual services 

Supplies and materials_- 


Total obligations_.- 


| | 19% 59 estimate | 1960 estimate 


| 

$1, 000 | 
400 | 

2, 800 

100 | 


4,300 | 
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Mr. Preston. I would like for you to file for the information of 
the committee a statement at this point giving the status of the avia- 
tion war risk insurance revoving fund, and we will insert in the record 
pages 35 and 36 of the justifications. 

(The matter referred to follows :) 

Purpose of interim binder program 

Public Law 47, as amended, approved June 14, 1951 (65 Stat. 65) and re- 
stated in the Federal Aviation Act of 1958, empowers the Secretary of Commerce 
to provide aviation war risk insurance, if it is not available from commercial 
sources on reasonable terms and conditions, in order to prevent the suspension 
or delay of necessary air transportation services beyond the domestic United 
States because of the lack of such insurance. The 1959 appropriations act 
enabled the Department to implement the provisions of the above act, and an 
interim biader program is now underway. 

Basis for language 

The law requires that all money transactions of the aviation war risk insur- 
ance program be within a revolving fund in the Treasury of the United States 
(section 1306). Section 1307(f) further requires that a budget for this revolv- 
ing fund be submitted annually as provided for wholly-owned Government 
corporations by the Government Corporation Control Act as amended (31 U.S.C. 
841). Section 849 of that act requires that the revolving fund budget program 
transmitted by the President to the Congress shall be considered, and legislation 
shall be enacted, authorizing necessary expenditures from the revolving fund 
for operating and administrative expenses. This provision requires that an 
approval must be obtained from Congress before assets in the revolving fund 
may be used to pay administrative expenses, no matter how slight. 

Summary statement 

The 1959 budget estimates contemplated binder coverage for 100 commercial 
aircraft. These aircraft represented that portion of the international trans- 
port service which would be during wartime potentially operating in war hazard 
areas. At the time the original estimates were developed, it was assumed that 
no binders would be issued to cover those international commercial aircraft 
which, at the outbreak of war, would automatically be assigned to the Civil 
Reserve Air Fleet under the military support program. Since that time, how- 
ever, the Air Force has requested the Department to provide coverage for this 
allocation of aircraft whereby the scope of the insurance program has been 
substantially enlarged. 


Estimated receipts of the fund 


The budget year estimate of binders to be issued shows a substantial de- 
crease over the volume anticipated for the current fiscal year. As explained 
above, this is due chiefly to the fact that the current year estimate assumes the 
issuance of binders sufficient to cover the entire civil reserve air fleet which 
currently maintains a base allocation of approximately 300 aircraft in addition 
to a contingency reserve of 25 additional aircraft. 

During 1960 provision is made for the issuance of binders to accommodate 
the replacement of aircraft in the CRAF and nominal additional commercial 
coverage. 


Use of underwriting agents 


The services of underwriting agents will be utilized during fiscal years 1959 
and 1960 to provide legal advice and other guidance in establishing criteria for 
the insurance program, 

The major portion of these expenses are anticipated during the latter half of 
fiscal year 1959 and will be occasioned by the initial impact of the CRAF 
program. At an early point during 1960, it is assumed that the insurance pro- 
gram will be firmly established and the future need for underwriting services 
will seldom arise. 


Other expenses 


During fiscal years 1959 and 1960, provision is also made for reimbursement 
to other funds of the Department for the diversion of clerical and administrative 
time required in the administration of the insurance program. 
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A substantial diversion of time is anticipated during fiscal year 1960 to set 
up the necessary recordings and correspondence following the extension of 
coverage to the civil reserve air fleet. After the workload generated by this 
phase of the program has been eliminated, subsequent expenses in this area 
should drop sharply and be in proportion to the nominal amount of additional 
binders anticipated in subsequent years. 




















Mr. Preston. Immediately following that, give us a statement of 
the status of this fund. 


We will not adjourn until 10 a.m. tomorrow. 
(The statement requested follows :) 
AVIATION Wark RISK REVOLVING FUND 


AUTHORITY 





Public Law 47, as amended, approved June 14, 1951 (65 Stat. 65) and restated 
in the Federal Aviation Act of 1958, empowers the Secretary of Commerce to 
provide aviation war risk insurance, if it is not available from commercial 
sources on reasonable terms and conditions, in order to prevent the suspension 
or delay of necessary air transportation services beyond the domestic United 
States because of the lack of such insurance. The 1959 appropriations act en- 
abled the Department to implement the provisions of the above act, and an 
interim binder program is now underway. 





Summary of financial activity (July 1, 1958, through Mar. 31, 1959) 
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Balance of fund 


The estimate for fiscal year 1959 for binder fees in the sum of $37,950 was 
‘based essentially on anticipated revenue from over 300 aircraft to be insured in 
the civil reserve air fleet (CRAF) program. This program is dependent on 
contracts currently being negotiated between the Department of Defense and 
the civil air carriers involved. Because the negotiations for CRAF contracts 
have taken longer than originally anticipated, the estimated receipts for fiscal 
year 1959 binder fees have lagged. 

The present status of the CRAF negotiation indicates a reasonable possi- 
bility for completion this fiscal year. Should this occur, the yearend receipts 
will approximate the budget estimate. 
















Tuourspay, Aprin 30, 1959. 


ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 
WITNESS 


HON. CARL J. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 








Mr. Preston. The committee will come to order. We have with us 
the able Assistant Secretary for Domestic Affairs, Mr. Carl F. 
Oechsle. Mr. Oechsle, we will be glad to hear you at this time. 





GENERAL STATEMENT 


Mr. Orcnustr. Thank you, Mr. Chairman. Mr. Chairman and gen- 
tlemen of the committee, the Secretary has highlighted for you the 
program changes and fund requirements for the various activities of 
the ‘Department of Commerce. I should like at this time to supple- 
ment his statement with a few observations relating to the programs 
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and budgets for the Bureau of the Census, the Business and Defense 
Services Administration, the Office of Business Economics, the Pat- 
ent Office, and the National Bureau of Standards. 

As to the need for statistical, economic, and business services, the 
Bureau of the Census, the Business and Defense Services Adminis- 
tration, and the Office of Business Economics provide business and 
(yovernment with much-needed statistical, economic, and business in- 
formation and services. 


BUREAU OF THE CENSUS 


The Bureau of the Census is responsible for the national censuses 
which provide the country’s basic statistical information on popula- 
tion, housing, agriculture, manufacturing, and trade. This informa- 
tion is the essential foundation for all analysis of our economic and 
social structure and current operations. In fiscal 1960 the Bureau 
will be completing nearly all of the 1958 Censuses of Manufactures 
and Trade, and will be carrying through their most active phases the 
1959 Census of Agriculture and the 1960 Censuses of Population and 
Housing. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The Business and Defense Services Administration conducts eco- 
nomic and industry studies on production and distribution, prepares 
specific commodity studies for the Congress, the executive branch of 
the Government, and business, and participates in the formulation of 
foreign trade and national economic policies. It acts as the clearing- 
house for foreign and domestic technical information, and assists area 
groups seeking assistance to relieve local area unemployment. 

In addition to its important service in promotion of domestic busi- 
ness and industry, the BDSA performs important mobilization and 
defense functions under delegation from the Office of Civil and De- 
fense Mobilization. In accordance with the wishes of this committee 
the defense and mobilization functions are being funded through the 
OCDM budget. I make mention of this item, however, to round out 
the importance and wealth of data and services which these Bureaus 
provide with direct bearing on our economic growth and well-being. 

While these data and services are used extensively by Government, 
industry, and business, it should be noted that they serve all segments 
of our economy. Information obtained from our field services is 
fruitful to the man and his wife operating a variety store, as well as 
to the textile manufacturer who requests a copy of “Cycles and 
Trends in Textiles” recently published by the BDSA. The many 
special studies and reports produced by BDSA and Census cover most 
major fields of industry and are widely used by businessmen as well as 
by the Government. Examples are the periodic reports dealing with 
construction, apparel, lumber production, newsprint, nickel, steel 
scrap, retail trade, and wholesale trade. 


OFFICE OF BUSINESS ECONOMICS 


The Office of Business Economics provides basic measures of the 
national economy and current analyses of short-run changes in the 
economic situation and business outlook. It develops and analyzes 
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the national income and balance of international payments, and con- 
ducts general research on the functioning of the national economy. 

Over the years, there has been improvement in the statistical, eco- 
nomic and Susie services provided by these bureaus. We are con- 
tinually striving for further improv ement, of course. I feel confident 
that this committee recognizes the value of this work and will give 
these programs its sympathetic consideration. 


PATENT OFFICE 


Now, as to the Patent Office, a review of the Patent Office program 
in the major areas of effort indicates that steady progress is being 
made in each. The backlog of pending patent applications is being 
reduced, the reclassification program is going forward, and the re- 
search and development work shows significant achievements. The 
budget estimate of $22 million for fiscal 1960 will make possible in- 
tensified efforts in each of these areas. 

The necessity for a stabilized examining staff is one of the utmost 
importance in carrying out these efforts. The increased experience 
of the corps of examiners is illustrated by the fact that during fiscal 
1959 about 31 percent of the examiners are estimated to be in ‘the in- 
experienced category, but in 1960 only 19 percent are estimated to be 
in the inexperienced category. This will be the most experienced 
corps since the build-up of staff began in fiscal 1956. A significant 
increase in production and a corresponding acceleration of the rate 
of backlog reduction may be anticipated if the Patent Office is fur- 
nished the resources necessary to retain this staff over a period of 
years. The increased experience of the examiners will also be an aid 
to the reclassification and research and development efforts. 

The importance of getting the work of the Patent Office on a current 
basis and of keeping it there is worthy of emphasis. The American 
patent system was devised to stimulate inventiveness and technologi- 
cal progress. The Patent Office serves as the focal point of this sys- 
tem. To serve the American economy with optimum efficiency the 
Office must reach and maintain a current condition of operation. By 
prompt action on, and early disposition of application the Office best 
serves inventors, industry, business, and the public generally. 


NATIONAL BUREAU OF STANDARDS 


Mr. Chairman, I would like to cover the National Bureau of Stand- 
ards next. The Secretary has already mentioned the very important 
relationship between the programs of the National Bureau of Stand- 
ards and American science and technology. I would like to deal with 
two specific aspects of that relationship: national defense and gov- 
ernment science. 

I recently accompanied the Secretary on a full day’s tour of the 
Bureau's laboratories. I was impressed on this occasion not so much 
by the variety of work which the Bureau undertakes but by the 

rariety of expertness which the Bureau has. I think that is one 
of the essential strengths of the Bureau, that within one facility, 
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in one organization, it has gathered specialists who are capable of 
contribution to a number of different fields and of helping each other 
as specialists. 

And I think that this essential strength accounts for the depend- 
ence which other agencies of the Government have on the Bureau. 
In many areas the National Bureau of Standards exists as the central 
research facility, data processing and building technology as exam- 
ples. The Bureau is in fact the principal scientific facility of the 
Federal Government. 

Now in the area of national defense, the Bureau plays an impor- 
tant, in fact a eritical, role. Not only does it undertake a number of 
special and urgent assignments for defense agencies, it provides the 
basic data and the measurement techniques upon which many vital 
defense research and development activities depend. 

In fact, this undertaking of work for other agencies of the Govern- 
ment sometimes competes against these very essential and primary 
measurement services. This is one of the special problems which the 
present budget discussed and proposes to help solve. 

I think it is the supreme compliment to the value of an agency’s 
work that its services are in such demand that a scientific organiza- 
tion can with confidence look to the Bureau for effective and reliable 
technical service. The Bureau’s service to other agencies of the Gov- 
ernment and to the national defense is notable. 

I hope that you will recognize the urgency of the present budget 
request. 

Mr. Preston. Thank you, Mr. Oechsle. I think we will reserve 
questions until after we have heard Mr. Burgess’ statement on the 
Bureau of the Census. 

Mr. Orcuste. Fine. 


Tuurspay, Aprit 30, 1959. 
BUREAU OF THE CENSUS 
WITNESSES 


ROBERT W. BURGESS, DIRECTOR, BUREAU OF THE CENSUS 

A. ROSS ECKLER, DEPUTY DIRECTOR 

HOWARD C. GRIEVES, ASSISTANT DIRECTOR, ECONOMIC FIELDS 

CONRAD TAEUBER, ASSISTANT DIRECTOR, DEMOGRAPHIC FIELDS 

C. H. ALEXANDER, BUDGET OFFICER 

HON. CARL F. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS, DEPARTMENT OF COMMERCE 

HON. GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRA- 
TION, DEPARTMENT OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. “Lhe next item we will take up will be the budget 
request for the Census Bureau. 

At this point in the record we will insert pages 101 through 108 
of the justifications. 
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(The pages referred to follow :) 


GENERAL STATEMENT 


The major item in the 1960 budget of the Bureau of the Census is the sum of 
$86,500,000 for the Eighteenth Decennial Census. This amount will complete 
the field enumeration and initiate processing of the returns from some 60 million 
households. The 1958 Censuses of Business, Manufacturers, and Mineral In- 
dustries, on which preparatory work started in fiscal 1957, will move nearly 
to completion in 1960 with an appropriation of $6,049,000. The 1957 Census 
of Governments, also started in fiscal 1957, will be completed in the current 
year and will require no appropriation in fiscal 1960. For current statistics 
financed by “Salaries and expenses,” the appropriation of $8,720,000, although 
practically unchanged from 1959, provides for additional expenditures to im- 
prove foreign trade and construction statistics. A comparative table of appro- 
priations for 1959 and 1960 follows: 





Item Difference 





Appropriations and reappropriations (including estimated 
pay raise supplementals): 

Salaries and expenses oigand wh hs 

1958 censuses of business, manufactures, and mineral 


| 


$8,717,000 | $8, 720, 000 | +$3, 000 


7, 461, 304 6, 049, 000 —1, 412, 304 
18th Decennial Census : 7, 408,000 | 86, 500,000 | +79, 092, 000 
Census of governments. - -- gees | 390, 000 |-------------- —390, 000 


| 


New obligational authority - --_--- — | 23, 976, 304 101, 269,000 | +77, 292, 606 
Prior year funds carried forward: | 
Census of governments. -- - -- Sint pees Pees 164, 301 |. — 164, 301 


WO Saistonnsndosessuowns os 24, 140, 605 101, 269, 000 +77, 128, 395 








SALARIES AND EXPENSES 


Additional programs are proposed to bring the statistics in two important 
economic fields, construction and foreign trade, up to reasonable levels of accu- 
racy. This request includes an increase of $471,500 for integrating and improv- 
ing statistics on private and public construction. Work previously conducted on 
this subject by the Bureau of Labor Statistics and the Business and Defense 
Services Administration has been transferred to the Bureau of the Census, and 
the appropriation request includes the necessary amount to carry this work on, 
with some necessary improvements. A new survey is proposed to provide reliable 
quarterly estimates of total expenditures throughout the Nation for alterations, 
repairs, and improvements to existing residential structures. An increase of 
$92,000 is also proposed to improve the quality of our statistics on foreign trade 
by reducing the number of errors by importers and exporters who prepare the 
source documents and by adopting a more reliable sample of small value ship- 
ments. The appropriation increase for new or improved programs is offset by 
decreases in the appropriation resulting from the transfer to the Department 
of Labor of responsibility and financing for statistics on employment and un- 
employment. The Bureau of the Census will continue, however, to collect and 
process the data and will be reimbursed by the Department of Labor. These 
offsets, which leave the Census Bureau’s appropriation total relatively un- 
changed ($8,717,000 to $8,720,000), are explained in detail on the summary of 
requirements (salmon sheet) for this appropriation. 


1958 CENSUSES OF BUSINESS, MANUFACTURES, AND MINERAL INDUSTRIES 


The 1958 censuses are very much similar to the 1954 censuses as to content, 
procedure, and cost (after adjustment for salary changes). The most impor- 
tant gain will be in faster compilation and publication of the data than was 
possible in the 1954 censuses. The estimate of $6,049,000 provides for comple- 
tion of the bulk of the processing and tabulating work following the collection 
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of the data which will be substantially completed in fiscal year 1959. An addi- 
tional amount, possibly up to $900,000, will be required in fiscal year 1961 to 
complete tabulating and printing of the final reports. 


EIGHTEENTH DECENNIAL CENSUS 


The estimate of $86.5 million is the largest part of the total estimated cost of 
$118 million for the population, housing, and agriculture censuses. Sub- 
stantially, the content of the censuses will be comparable to the 1950 content, 
but for many items the basis of enumeration, which was 100 percent in 1950, will 
be reduced in 1960 to a sample basis; for instance, in the case of many popula- 
tion items, a 25-percent sample of households will be used. The timing of the 
release of data, however, will be improved substantially, and for some items the 
figures are expected to be available a year and one-half sooner. After this 
appropriation, an additional amount of $20.8 million will be required in 1961 
and 1962 to complete tabulation and publication of results. 
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Mr. Preston. Mr. Burgess, you may proceed. 
GENERAL STATEMENT 


Mr. Burerss. Thank you, Mr. Chairman. One of the striking 
developments of recent years is the increasing extent to which gov. 
ernment and business decisions require the use of more and more sta- 
tistical facts. Many of these facts present a precise and detailed 
picture of the various facets of our complex economy. In addition, 
these current facts, when compared with those for earlier periods, 
give an indication of the trends in the major sections of our economy 
and suggest what may lie ahead. In a recent speech to a conference 
of users of statistics, the vice president of a large business made the 
following statement: 

i recognize, furthermore, that it is not exactly in character for a businessman 
to be arguing for higher government spending. But there is spending and there 
is spending. Certain kinds of spending are in the nature of investments and 
return far more than their cost. I would classify judicious expenditures on 
a more adequate statistical program as a prudent investment in the American 
system of free economic institutions. 

This statement was made with full knowledge that our Nation’s 
statistical program covers a very broad field. Yet, despite the current 
information made available by Government statistical serv ices, nearly 
every user of statistics compl: tins of lack of information and timel:- 
ness. The fact is that the increasing use of new and powerful tech- 
niques of business analysis calls for more information and a moderate 
expansion of the country’s statistical resources. 

The Bureau of the Census is not the only source of the needed 
statistics, particularly since the administrative programs of other 
agencies yield various types of information. It is a highly important 
source, however, not only for its monthly and annual reports but also 
for the 5- and 10-year censuses which are the only inventories of 
many of our human and economic resources. 

In recent years, with the support of this committee, the Bureau of 
the Census has been taking steps to increase the supply of informa- 
tion between the years covered by the censuses. This intercensal in- 
formation indicates the direction in which important segments of 
the economy are moving between census dates. The opportunities 
for significant gains in ‘the sistabiee of our services are especially 
bright in this area, for the extension of sampling techniques and the 
use of new electronic equipment give the promise of economy and 
speed which are both so important. to statistical programs. 


CURRENT PROGRAM FOR 1960 


Our budget for 1960 is designed to carry out some of these respon- 
sibilities. Under “Salaries and expenses” we are asking for increases 
to bring to reasonable levels of accuracy the statistics in two im- 
portant economic fields, construction and foreign trade. The Gov- 
ernment’s work on construction statistics will ‘be integrated in the 
Bureau of the Census through transfer to the Bureau of funds total- 
ing $452,000 previously appropriated to the Bureau of Labor Statis- 
tics and the Business and Defense Services Administration and will 
be brought to reasonable levels of accuracy by an increase of $471,500 
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in the amounts available overall. As a result of the consolidation of 
funds and responsibilities and the provision of new funds, we will 
plan to (1) introduce substantial improvements into (a) the method 
of locating, identifying, and listing new nonresidential construction 
projects and () the current monthly series on housing starts; (2) 
develop more accurate estimates of the month-to-month rate of con- 
struction expenditures; and (3) initiate a quarterly estimate of ex- 
penditures for alterations, additions, and repairs to residential 
properties. 

An increase of $92,000 in the foreign trade and shipping statistics 
program will eliminate major deficiencies in these statistics. These 
deficiencies occur because individual importers and exporters do not 
adhere to the standard schedules in classifying the commodities, and 
because the sample for items under $500 is too small to provide re- 
liable results for certain commodities. 

On the other hand, in contrast with the increases in appropria- 
tions, in requests in construction and foreign trade, there is a decrease 
in the appropriation resulting from the transfer to the Department 
of Labor of responsibility for statistics on employment and unem- 
ployment. The Bureau of the Census will continue, however, to col- 
lect and process the data which are an integral part of the Current 
Population Survey, and will be reimbursed for these services by the 
Department of Labor. 

These offsetting changes leave the Census Bureau’s appropriation 
for salaries and expenses relatively unchanged—$8,717,000 to $8,- 
720,000—for the fiscal year compared to last year. 


PROGRAMS FOR MAJOR CENSUSES 


Under existing census legislation, a census of population and hous- 
ing is taken every 10 years, and censuses in the fields of agriculture, 
manufacturing, mineral industries, business, and government are 
taken every 5 years. These censuses, in addition to their value as 
sources of comprehensive data for the census years, serve as bases 
for current annual, quarterly, or monthly series. 


ECONOMIC CENSUSES 


The request of $6,049,000 for the 1958 censuses of business, manu- 
factures, and mineral industries provides for completion of the col- 
lection of schedules, processing work, and the large part of the tabu- 
lation work connected with these programs. Inasmuch as these 
censuses will be sharing the computer facility with the decennial 
censuses, it is most urgent that as much tabulating work as possible 
be completed before the tabulating work of the decennial censuses 
starts. Our goal is to accomplish a gain of 3 to 6 months as compared 
to the preceding economic censuses in publishing summaries for our 
manufacturing, mining, and distributing establishments. 


EIGHTEENTH DECENNIAL CENSUSES 


The major census item in our 1960 appropriation request is the 
“Eighteenth Decennial Census” request for $86,500,000 to complete 
the preparatory work and the actual enumeration, and to begin the 
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processing of the returns. The content of the censuses will be com- 
yarable to that of 1950, but sampling will be used more intensively, 
For instance, in the case of many population and housing items such 
as employment, unemployment, and fertility, as well as income, a 2% 
percent sample of households will be used. The timing of the release 
of data will be improved substantially, and for many items the figures 
are expected to be available a year and a half sooner than they were 
in 1950. 

CENSUS OF AGRICULTURE 


The field enumeration for the farm census will begin in some States 
in October 1959. The enumeration in each area will start immediately 
after the completion of a major part of the 1959 harvest and early 
enough to permit the completion of the enumeration before travel 
and working conditions in rural areas are seriously affected by winter 
weather. 

Following enumeration, office processing for the farm census will 
be performed at our temporary office established in Parsons, Kans. 
This will comprise the receipt and assembly of questionnaires, review 
of the apparent correctness of entries, the entering of numerical codes 
as needed, the preparation of punchcards, the tabulation of the cards, 
the examination of tabulations and statistical tables prior to publi- 
cation, and the prepartion of preliminary releases and reports. Ap- 
proximately one-half of the office processing on the agriculture census 
will be completed in 1960. ‘The remainder of the work will be com- 
pleted in 1961 and 1962. 


POPULATION AND HOUSING CENSUSES 


The population and housing census field enumeration will be con- 
ducted in April 1960 by approximately 160,000 temporary enumerators 
and 10,000 crew leaders. Just prior to April 1, information sheets 
with instructions for completing the basic questions and for listing 
temporary residents are to be mailed to all households. Beginning 
April 1, enumerators will call on every household and will enter the 
answers to the basic questions on specially designed forms. For most 
of the country, in every fourth household the enumerator will leave 
a form containing additional questions, and will ask the respondents 
in this sample of households to fill in the answers and mail the com- 
pleted forms to a census field office. 

In these areas, approximately one-third of the enumerators and 
crew leaders who participated in the 100-percent canvass will receive 
additional training and will be assigned to the task of completing the 
enumeration for the sample households. They will accomplish this 
by recording acceptable information from the questionnaires which 
have been mailed in, following up by telephone or personal visit to 
secure items which are incomplete or to enumerate households which 
have failed to respond. 

In areas of low population density—about one-third to one-half 
of the land area and 10 to 15 percent of the population—and in special 
situations such as institutions, the enumerator will collect all the in- 
formation at the time of the initial visit. 

All field enumerators will record their data on a FOSDIC (film 
optical sensing device for input to computers) document, which, after 
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being put on microfilm, makes possible automatic recording of the 
information on magnetic tape ready for tabulating by electronic data- 
processing equipment. This will result in the elimination of manual 
key-punching and verification operations and in substantial savin 
of time and money. The population and housing censuses will be 
tabulated almost entirely on electronic computers. 

During fiscal year 1960, processing of the FOSDIC questionnaires 
and preparation of magnetic computer tapes on FOSDIC will begin. 
Approximately 10 percent of this work will be completed in fiscal 
1960. Tabulation will begin in June 1960 and will be largely com- 
pleted in fiscal 1961. 


SALARIES AND EXPFNSES 


Program and financing 

















1958 actual | 1959 estimate | 1960 estimate 
Program by activities: | 
1. Retail, wholesale, and service trade statistics..........| $1, 147, 736 $1, 321, 446 $1, 324, 096 
2. Manufacturing and industrial statistics__-.-..........-} 1, 182, 127 1, 259, 953 | 1, 263, 353 
3. Agriculture statistics... -.-.-- A Fe ee : 191, 765 210, 213 210, 76 
4. Foreign trade and shipping statisties._-._.......-....- 1, 990, 912 2, 116, 768 2, 214, 768 
5. Population statistics -- -_-- . : wn i 1, 967, 099 2, 044, 008 967, 558 
6. Construction and housing statistics ies : 148, 434 217, 897 1, 098, 697 
7. State and local government statisties-_-_-_._----- coueade 248, 957 276, 168 276, 943 
8. Statistical abstract and special reports.__.--......---- 286, 679 293, 754 294, 444 
9, General administration.__.......--- eusgenesus 1, 003, 956 976, 793 1, 069, 378 
10. 1959 program obligated in 1958 a ee Seaeseee 264 wae Pests. 
Total obligations__--__-- 8, 167, 929 8, 716, 736 8, 720, 000 
Financing: 
1959 appropriation available in 1958 Fiesctsas teeta — 264 eae es 
Unobligated balance no longer available sd 21, 055 | 
New obligational authority - : 8, 188, 720 8, 717, 000 8, 720, 000 
New obligational authority: | 
Appropriation PES : ile 8, 188, 720 8, 050, 000 8, 720, 000 
Proposed supplemental due to pay increases ; ; reo ; 





667, 000 


Object classification 


1958 actual 1959 estimate | 1960 estimate 

















Total number of permanent positions_-.-_...........-----.- 1, 141 1, 157 1, 154 
Full-time equivalent of all other positions____.......-...--.- 315 296 276 
Average number of all employees. --_-.....-------- solctalasseosin ay 1, 320 1,314 1, 203 
Number of employees at end of year_-___-_.........--------- 1, 753 1, 745 1, 654 
oe —<$<——— —$——— — —— 
Average GS grade and salary---.--..---- scald wicca sito mates Maes $5,128 | 6.6 $5, 651 | 6.6 $5, 646 
Average salary, ungraded positions _ -_---_-.-- Miticdaaaae | $4, 609 $5, 080 $5, 08 
01 Personal services: 
Permanent pete aan ‘ eae $5, 280, 927 $5, 792, 422 $5, 759, 816 
Positions other than permanent___- ae 952, 536 924, 680 900, 180 
Other personal services. _--.----- na sbeeaaaaanle 160, 832 169, 600 190, 600 
TREE OPNOIAL DOT TIONE: « . ook ce csccnkcndnnenccauas 6, 394, 295 6, 886, 702 6, 850, 596 
I ce ee a es eee 390, 988 435, 966 450, 255 
or aeemperentions OF Gh006. .. < .<. . oc ccecracccteussudesedas 11, 245 15, 720 15, 248 
oe Cee... | onaauunvadia wikmpanbe 253, 845 257, 900 271, 890 
ee ee =, re eae 201, 836 120, 377 136, 317 
06 Printing and reproduction...............------- ocala 335, 523 | 341, 113 335, 617 
07 Other contractual services. ............-.------------.-- 65, 538 35, 429 36, 691 
Services performed by other agencies__-............- 77, 701 77, 723 78, 491 
08 Supplies and materials_......__- pid ia mb atiedads anand 89, 131 131, 371 134, 163 
Rr cn I ee 2, 389 14, 853 13, 794 
ll Grants, subsidies, and contributions... .............-. =a 302, 890 361, 973 359, 087 
13 Refunds, awards, and indemnities--_..................- 12,114 6,019 6, 097 
15 Taxes and assessments......-..- os eacsiete ah ee dees 30, 170 | 31, 854 31, 754 
1959 program obligated in 1958___........-..-----.---.-..--- 264 UE Tasccncsaasewes 
Te re a a aaa ue cinta 8, 167, 929 8, 716, 736 8, 720, 000 
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Mr. Preston. That is a very interesting statement, Doctor. 

The first item is “Salaries and expenses. 

At this point in the record we will insert pages 109 and 110 of the 
justifications. 

(The pages referred to are as follows:) 


Summary of requirements 


Appropriation 1959 (regular bill) 
Add: 
Proposed supplemental due to pay increase -- .. $667,000 
Construction statistics work to be taken over from Bureau of Labor Statistics___- 352, 000 
Construction statistics work to be taken over from Business and Defense Services 
Administration __- ; : ; 7 - 100,000 
Additional compensable pay over 1959_- 


Total. hee Roe ca cbes cach segakedee ae 
Deduct: 
Adjustment for transfer of employment and unemployment statistics responsibility to 
Bureau of Labor Statistics. ..._..__- itn -- 1,080,000 
Base for 1960-- cain 7 : ; : z ----- 8, 110,00 
Net difference, 1960 over 1959: 


Requirements | Difference, 
ie 
or de- 

1959 1960 | crease (—) 
adjusted estimate 


Retail wholesale and service trade statistics_.__- $1, 324,096 | $1,324, 096 | -- 
Manufacturing and industrial statistics- Dk cs 1, 263,353 | 1, 263, 353 | _--- 
Agriculture statistics. : : : 210, 763 210, 763 |_ , 
Foreign trade and shipping Statistics... 2, 122,768 | 2,214, 768 +$92, 000 
Population statistics. B | 967, 558 967, 558 |_- a 

Construction and housing statistics. ___- | 627, 197 1, 098, 697 +471, 500 
State and local government statistics... . 276, 94 3 | 276, 943 
Statistical abstract and a re cotteiaa boos ame 294, 444 | 294, 444 |__ 
General administration_ -| 1,022,878 | 1,069, 378 | +46, 500 


stiratuiinieatimetiense 
Gross requirements_ -_--_- ‘ wines doarssrarasnal Sibyl eee 8, 720, 000 | +610, 000 
| | | 








Total estimate of appropriation 1960_. : 
' Includes obligations for advance procurement incurred in 1988, 
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Mr. Preston. I think first we had better talk about the increase 
in positions and money. Who would speak to that? 

Mr. Buraess. Mr. Alexander. 
Mr. Preston. Mr. Alexander. 
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NEED FOR ADDITIONAL POSITIONS 


Mr. ALexanper. Salaries and expenses, the first appropriation, has 
increases in two activities; the first being the “Foreign Trade and 
Shipping Statistics,” appearing on page 116 of the justification. In 









this activity are 18 permanent positions, and $92,000 in direct costs, ~ 
Mr. Preston. Explain this increase in positions. me 
ADDITION OF POSITIONS FOR FOREIGN TRADE STATISTICS : 
Mr. ALexanper. This increase is directed to two items, Mr. Chair. | '°™ 
man. The first is to provide a staff of six working in cooperatio | “* 
with the Bureau of Customs largely through educational programs to M 
correct the many errors that are being made by importers and ex } P&! 
porters in their reports to the Bureau of the Customs. We have quite I th 
a complicated system involving many thousands of commodity | 
classifications. at t 
Even a few errors in some of the more important commodities | 2 
make it difficult to evaluate the trade in these commodities. Studies : 
of our statistics have shown that there are large errors, particularly \ 
in import trade, and we believe it is quite significant. \ 
We ask for that work $43,000, and I think six of the positions, Mr. \ 
Chairman. he 
The second item ‘ 
Mr. Bureess. Just a moment. I think Mr. Bow was raising a ques- 1 
tion off the record on machine tools, and our inquiry shows that that 1 
is probably concerned with importation. We know that there are j 
complaints that we were not getting all the machine tools properly we 
classified as such into our imports, and the Bureau has been asked to 1 
investigate. } 
We get complaints they are listed as other machinery rather than r. 
machine tools. } 
Mr. Preston. In what areas will these six people be working? } 
Mr. Avexanper. They will be working here in our Washington 1 
Foreign Trade Division cooperating with the Customs Bureau. 
They will be traveling out through the various customs districts, but 
the headquarters will be here in Washington. They will also be work- 
ing with the individual exporters and importers around the country. 
Mr. Preston. How can six people do much of a job of correcting | (y 
errors all over the United States? in 
Mr. ALexaNnvER. Mainly, it is a matter of reaching the importers 
and exporters, and telling them of the errors they are making. We ’ 
find out through investigations which commodities are most involved } ha 
and which importers are the most error-prone. We have reliable } he 
tests to do the investigations. Most of the correction work can be | 
done through correspondence to acquaint people with the regulations, | en 
when we find that they are making errors in classifying their products. | 
Also, a lot of it can be done by going out in the various areas and } las 
holding meetings with importers and exporters of various commodi- | be 
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ties to teach them the classifications we have, and then have @ followup 
after investigation, making correction of our published statistics. 

Mr. Grieves. I might just add a few words to what Mr. Alexander 
says. We hope to be able to correct the source of the errors, that is, 
to contact the office of the importer who is making the mistake ex- 
plain where the mistake is occurring, and the next importation pre- 
sumably he will more correctly classify. We expect to use a syste- 
matic examination of a small sample of documents every month— 
to compare the entries with the invoices, find the errors, and in the 
course of time as this experience accumulates, we hope to upgrade the 
accuracy of the whole program. 

Mr. Bow. Will the gentleman yield, Mr. Chairman? 

Mr. Preston. Yes. 

Mr. Bow. Why would not this be a proper function for the Cus- 
toms Bureau to handle rather than bringing it in and setting it up 
asa new area in Census? 

Mr. Grieves. To a certain extent it is, and in fact the Customs 
people are very busy on it especially for determination of rate of duty. 
| think it is a fact, and they would not question this, that all errors 
cannot be detected at the time the original entry is made. Later on 
at the time of the liquidation or appraisement, perhaps months later, 
it may be discovered that a mistake has been made. 

Mr. Bow. You say they think this is fine, they have agreed to this? 

Mr. Grieves. Have they agreed? I have not asked them, sir. 

Mr. Rooney. Will the gentleman from Ohio yield? 

Mr. Bow. Yes, I yield. 

Mr. Rooney. Is it not the fact that customs statistics have been in 
the hands of the Department of Commerce for many, many years? 

Mr. Grieves. The statistics have. 

Mr. Rooney. Is that not what we are talking about? 

Mr. Grieves. That is right. 

Mr. Roonry. Is there not a force up in New York in the customs- 
house in connection with the collection of those statistics? 

Mr. Buraess. Yes, sir. 

Mr. Roonry. How many years has that been going on—ever since 
Ican remember ? 

Mr. Grieves. Yes. We have about 20 people there now. 

Mr. Roonry. You used to have almost a hundred people. 

Mr. Buregss. It is not as large as it was. 


JOINT EFFORT WITH CUSTOMS 


_Mr. Avexanper. This really is a joint project. We are working with 
Customs, and they are joining us in the work. We are not working 
independently of them in this work. ; 

Mr. Burgess. Their interest naturally is not in the statistics. 

Mr. Atexanper. This staff of six is to work our end of it, and they 
have their staff that will work their end, to provide a joint effort to 
help the importers understand our classification system. 

Mr. Preston. Is it correct to say this is not a new activity but an 
enlargement of an existing activity ? 

Mr. Grieves. That is correct, sir. I think it is fair to say that in the 
last few years the workload has been so great that this activity has 
been neglected. 
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Mr. Preston. Mr. Grieves, do you have any idea what proportion of 
the errors occur in what commodities ? 

Mr. Grieves. The Tariff Commission says they think as much a 
10 percent of the categories contain errors that may significantly affect 
their judgment. 

Mr. Preston. That is a pretty high percentage, is it not? 

Mr. Grieves. Yes. We have a letter from the Tariff Commission 
to that effect, which I will be glad to produce if the chairman would 
sare to have it in the record. 

Mr. Preston. I think that might be inserted in the record at this 
point. 

(The matter referred to follows:) 

U.S. TarirF COMMISSION, 
OFFICE OF THE SECRETARY, 
Washington, D.C., September 25, 1958. 
Mr. J. Epwarp ELy, 


Chief, Foreign Trade Division, 
Bureau of the Census, Washington, D.C. 


Dear Mr. Ety: As you know, we have on numerous occasions called to your 
attention errors in the statistics of U.S. imports that our commodity specialists 
have discovered in the regular course of their work. Our experience in conduct 
ing investigations under the escape clause and peril-point procedures and under 
the Agricultural Adjustment Act, investigations that require detailed analyses 
of imports, leads us to believe that many other errors in the import statistics 
go undetected by our commodity specialists. This has been of great concem 
to us because we use the import statistics extensively in answering congressional 
correspondence and in connection with much of our other work where the op 
portunity to test the accuracy of the statistics does not exist. Although we 
do not have specific data to prove it, our commodity specialists feel that for 1 in 
each 10 statistical classes in schedule A, the published statistics contain errors 
of significant magnitude. 

We know that you are fully aware of this problem and we trust that you will 
be able to take effective steps soon to provide us with more accurate import 
statistics. If we can be of any assistance to you, please let us know. 

Sincerely yours, 
Donn N. BEN?, Secretary. 

Mr. Grieves. I think, Mr. Chairman, a case in point is the machine 
tool situation where the importers frequently appear to be unable 
to describe with sufficient precision the nature of the device that they 
are bringing in. They are not toolmakers and they are not tool users, 
and they frequently assign classifications or descriptions that ar 
inadequate. It is only much later that you discover, maybe you never 
discover, that this thing was a machine tool and not some other kind 
of equipment. 

This work is in the nature of an attempt to make more accurate 
the many fine distinctions which are needed more and more as time 
goes by. For instance, in our cotton textile program, we need to make 
about 600 commodity distinctions for the cotton textile imports. These 
are very difficult to make. 

Mr. Preston. Let us stick to the positions. The next six are under 
operations. What will they be? 


ADDITIONAL POSITIONS FOR SHIPPING STATISTICS 


Mr. Avexanper. This also is on pages 116 and 117 of the justifica- 
tions, Mr. Chairman. This is the second part of the need for $92, 
000 to eliminate the important deficiencies in the statistics, with six 
positions in operations and six positions in machine tabulation, in 
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order to provide a larger sample of the shipments of exports which 
are valued between $100 and $499. 

At the present time the sample is only 10 percent of those small 
value shipments, and this sample for many of the smaller kinds of 
commodities which are traded in rather small shipments leads to very 
important distortions in the published statistics. The proposed 50 
percent sample of the small value items will provide for most of the 
users a satisfactory level of accuracy in the published reports. 

Some very important things, Mr. Chairman, such as paper and shoe 
products of all kinds, canned goods, textiles, and many other commod- 
ities of this kind are traded in this price range. 

With only a 10 percent sample, the figures sometimes mislead peo- 
ple, Mr. Chairman. We have to break our figures into some 150 coun- 
tries, by almost 3,000 commodities. When the shipments are distrib- 
uted into this many classes, they get quite small, and many times the 
10 percent sample becomes unreliable. This work requires $49,000 
out of the $92,000, The 12 positions are needed to handle the work- 
load because with the larger sample we will handle 5 times as many 
small documents as we do with the 10 percent sample. 


ADDITIONAL POSITIONS FOR CONSTRUCTION STATISTICS 


Mr. Preston. Let us go to the next increase: 23 positions increase 
in construction and housing statistics. Which page will we find that 
on? 

Mr. Bureess. That will be found on page 120 of the justifications, 
Mr. Chairman, this is the one that I think Dr. Eckler can best de- 
scribe, and he will take over. 

Mr. Preston. Dr. Eckler, will you come to the table, please. 

Mr. Ecker. As described in the director’s opening statement, this 
is part of the rearrangement of statistical work between 

Mr. Preston. Off the record. 

(Discussion off the record.) 


REARRANGEMENT OF STATISTICAL WORK BETWEEN LABOR AND COMMERCE 


Mr. Ecker. This represents a part of the rearrangement of sta- 
tistical work between the Department of Labor and the Department 
of Commerce. This arrangement, which was worked out, involved, 
as the director indicated, the shifting of some funds over to the De- 
partment of Labor, which will then use them to reimburse us for carry- 
ing on the employment and unemployment statistics. We will be 
used as their agents for doing that work. 

_ They will publish the statistics, but we continue to do the collect- 
ing, compiling, tabulating, and the preparation of the tables, and so 
on. 

Along with that arrangement on the labor force statistics, there is 
What is very important: a consolidation of the work on the construc- 
tion statistics. That is a field which has been divided among several 
agencies in the past with none of the agencies, in my opinion, having 
sufficient resources to do an adequate job. 

This brings together funds from the Department of Labor’s Bu- 
reau of Labor Statistics, funds from the Business and Defense Serv- 
ices Administration, a small amount of funds which we had last year 
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for this work and additional funds amounting to about $471,000 for 
which we are asking, which we believe will make it possible to get 
started on a coordinated program for construction statistics. 

This is, I believe, generally agreed by users very widely outside the 
Government, as well as in the Government, to be a field in which the 
kind of statistics produced has not been adequate to meet the needs, 

The funds did not permit as good a job as should be done, and the 
division of effort among several agencies made it difficult to get com- 
bined planning which would give the most effective use of the re- 
sources that there were; so as a part of this agreement we will be 
doing the work having to do with the collection of these statistics, the 
tabulating, and the preparation for publication, and the analysis will 
be done by the Business and Defense Services Administration. Thus, 
we shall be preparing statistics, many of which will be published and 
put out in analytical form by the Business and Defense Services 
Administration. 

This additional sum makes possible a start on certain work which 
is very important in our opinion, and I can mention the elements now 
before we go into that. 


FUNDS FOR BUREAU OF LABOR STATISTICS AND BDSA 





Mr. Preston. Let us, now before we go into too much detail, find 
out: is there a corresponding reduction in other appropriations in 
other bills? 

Mr. Ecker. There is a reduction in certain funds that are trans- 
ferred from the Bureau of Labor Statistics. I believe that is $350; 
000. Is that correct, Mr. Alexander? 

Mr. ALEXANDER. $352,000. 

Mr. Preston. $352,000 of the $471,000 ? 

Mr. Ecxter. No, I am sorry. The $471,000 is a net increase after 
transfers. The $471,000 we are requesting would be new money not 
previously appropriated. 

Mr. Preston. To any other agency ? 

Mr. Ecker. That is correct, sir. 

Mr. Preston. So this is a stepped-up program to this extent? 

Mr. Ecxter. It is a coordinated program, and it is also stepped up 
to fill in some of the deficiencies in this field, which I think are very 
generally agreed to be very considerable. 

Mr. Preston. Where is the transfer of money shown in the justifi- 
cations ? 

Mr. Arexanper. On page 109, the salmon sheet, we show in our 
adjustment of 1959 an added item of $352,000 for construction statis- 
tics, work to be taken over from the Bureau of Labor Statistics, and 
$100,000 for work to be taken over from BDSA. These amounts have 
been removed from the budgets of those organizations in 1960. They 
have the money in 1959, and we are taking over the work and the 
money in 1960. 

Mr. Preston. Do you think you need to go into detail about this 
thing? 
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VALUE OF MEASURING RATE OF WORK IN PLACE 


Mr. Ecxurr. I think maybe we should, Mr. Chairman. I would 
like to say a little bit, and perhaps Mr. Grieves might go a: little 
further with it. I will not try to describe all of the phases of the 
work, but one of the most important things is to get a direct meas- 
ure of the rate at which construction takes place. Once you get a 
list of projects, which is a part of the work to be done here, a list 
of the projects where there is construction going on or scheduled to 
start, it is important to get a measure of the rate at which the con- 
struction proceeds. 

That is not a uniform or standard pattern, and yet the statistics in 
the past have been based largely on an assumption of a standard pat- 
tern. This is not a satisfactory measure of economic developments, 
so we are in this program undertaking to get a direct measure of the 
rate at which work is put into place, which calls for field work part- 
ly by mail canvass and partly by direct contact to find out those 
rates. 


Mr. Preston. What is the source of the information? Where do 
you get it? 


Mr. Ecxter. From the contractor, the source in general would be 
the contractor. 

In some cases it may be possible to get the information through 
architects, but the contractor on the project is the one who will know 
best the rate at which the work is being done. 

One of the key problems in the “past is that when you have a 
change in the general business situation, the rates at which con- 
struction projects actually go ahead may vary a good deal from what 
was planned. 

[f the figures assume a standard rate of construction based on some 
old measure of a normal pattern of progress, we may get a very dis- 
torted picture of what is actually taking place in the economy. 

We have had examples of that in the ‘last year or two. We believe 
this program would be a very important contribution. After all, con- 
struction is a very big industry. Perhaps the figures are not’ very 
good but perhaps $50 “billion a year of product, and 4 or 5 million 
people are connected with it. 

Not only is it large, but it is one of the activities which re- 
flect changes quite shi arply. It will indicate changes in other lines 
ae sharply. Since its swings are wide, it is extremely important 
to get measures of it. 

Mr. Burerss. To break in there, just as an instance of what we 
believe happens in some cases, a little over a year ago a big construc- 
tion project required the erection of steel framework—I do not. know 
the dollar value—and the contract was awarded. It was assumed 
thi it the project would go ahead and that the steel framework would 
ve shipped to the place, and the next month it would be put up. 
Actually when business slowed down, the steel did not get put up. 
It was carried on in the statistics, however, as the assumption was 
made that those things were flowing smoothly from the letting of 
the contract right through the various stages, and you can see that 
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one of the parts of the needed improvements is to introduce current 
checks. 

Mr, Presron. What is the significance of knowing the rate? 

Mr. Ecker. That is the most direct measure of economic activity. 
We try to measure what is taking place in the economy. We try to 
kaow the volume of employment and the rate at which construction 
is taking place. AIl these things when put together give us a measure 
of the pulse of the economy. If those measures change, we may need 
to have steps taken of one sort or another, counter -cyclical measures, 
on occasion, so that we do need measures of the rate at which our 
economy is functioning. 


NUMBER OF PERSONNEL 


Mr. Preston. How many people do you have already engaged in 
this function? That is for 1958? 

Mr. Ecxter. As of last November—this employment figure is a 
combination of construction and housing, including also, the 1 measure- 
ment of vacancies and so on—the staff on construction was about 
three. I think maybe we nag something like half dozen or so at 
the present time, but we are g retting this group increased by the 
transfer of the people from the I sureau of Labor Statistics and Busi- 
ness and Defense Services Administration. 

It is a very small group at the moment. 

Mr. Avexanper. We have 29 in our own funds this year on both 
construction and housing. We are expecting, of course, 40 or so 
people transferred in from Labor Statistics. 


SAVINGS THROUGH! USE OF COMPUTERS 


Mr. Presron. With all these wonderful computing machines, have 
you been able to reduce manpower any? It looks lke you would be 
nble to pick up these people by the use of these computers. 

Mr. Ecxuer. Mr. Chairman, the savings through the use of ie 
machines have been taken into account in the budget in other areas 
This is ee in the amount of productivity, which has been in- 
creased a great deal. There is no doubt about it. We are doing 
things we could not possibly do without them, but they are not so 
miraculous that we could not do an operation of this kind without 
having something else removed. We wish we could. 


PERMANENT EMPLOYMENT 


Mr. Preston. What is your total employment figure now, not count- 
ing any temporary employees? I am talking about per manent, em- 
ployees. Could you give me this? Could you tell me what it is 
now, and what it was a year ago? And what it was 5 years ago? 

Mr. Atexanprr. I don’t have it for 5 years ago. I have it now. 
The total permanent employment in March was 1,841. Five years 
ago our permanent employment was not much less than today be- 
cause most of our fluctuations have been in our temporary employ- 
ment. Five years ago our salaries and expenses appropriation was 
$6,770,000 ; that is 1954. Our basic permanent staff has not increased 
ereatly since that time. 
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(Nore.—See p. 135 for clarifying statement on current employ- 
ment. ) 


(The following information was subsequently furnished for the 
record :) 


Bureau of the Census, comparison of permanent employment, 1954 and 1959 


1954 1959 


Employees charged to direct appropriations - - ........-------------------- 1, 483 1, 349 
Employees charged to reimburseable programs . acim 266 499 


Total employMent.... «.acccnasescuenceensapesssqedss is seceding dei 1, 749 1, 848 


Mr. Preston. But you are covering more statistics now than you 
did 5 years ago? 

Mr. ALexANnper. Yes, sir. 

Mr. Ecker. More than would be assumed from the increase, and 
that is a result of the productivity increase due to the machines. It 
is due to more efficient sampling and better production standards and 
a lot of other things we are really proud of. 

Mr. Arexanper. This 1960 request is less than $1,300,000 up since 
1954, and there have been two pay raises. 

Mr. Preston. That is pretty good. You are a pretty rare agency. 
I was just looking at some interesting figures, and not even pertinent 
to this hearing today, about the Weather Bureau. The Weather 
Bureaw’s budget was increased from $6 million in 1940 to $45 million 
in 1959. Their budget has doubled since 1955. So I think you are 
really to be commended for the way you have increased your prod- 
uctivity and have not had a very notable increase in terms of dollars. 

Mr. Ecxirr. Thank you, Mr. Chairman. I think actually that 
the record is even more surprising than can be seen from the figures 
cited. I believe that 10 or 12 years ago our current budget was higher 
than it is today in dollars at that time. 

Mr. Preston. Is that so? 

Mr. Burgess. I think that is literally true. 

Mr. Orcnuste. I think another important factor, Mr. Preston, is 
that the Census Bureau gets this information out to business much 
faster than they used to, which is a real factor. 

Mr. Ecxuer. One other element of this construction program that 
[ did not mention 

Mr. Presron. Let us proceed now. I do not want to take too much 
time on this item because we have a good many things to discuss. 

Mr. Ecxirr. Mr. Chairman, if I might, there is one other new 
element here, which is a part of the work I think you were previously 
interested in finding out what we will be doing with this additional 
money. I did mention this rate at which work is put into place in con- 
struction. That is a very important element. 


MEASURE OF EXPENDITURES FOR ALTERATIONS AND REPAIRS 


Another is the measure of the expenditures that are made for addi- 
tions, alterations, repairs, and maintenance. That is almost a com- 
pletely dark area. I think there is no question at any point that we 
do not have the information on that, and the total amount spent is 
probably quite large. 
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The estimates are quite varied, but it could be $10 billion, and it 
could be much more. A lot of this is for work of all kinds and get- 
ting a direct measure of that is I think very important, a very impor- 
tant element, and that is a part of the program for the next year. 

I might say that as is always the case with Census programs, we 
have worked this out on the basis of advice from the other agencies, 
of course, under the direction of the Bureau of the Budget, so that 
this represents something that is adjusted as fully as we know how to 
the best views as to what is needed under the present circumstances. 
Maybe Mr. Grieves wants to add some details. 


GENERAL 





ADMINISTRATION 


Mr. Preston. I think that has been covered adequately. Let us dis- 
cuss the seven additional positions in general administration. Where 
is that found ? 

Mr. ALEXANDER. Page 126 of the justifications, Mr. Chairman, The 
seven are not necessarily additional positions hired for general ad- 
ministration, since under our system of financing, we divide the gen- 
eral administrative costs among all the appropriations, including 
reimbursable work. If the committee approves the increase of some 
$563,000 of program work under “Salaries and expenses,” we will 
need to assign $46,000 more of general administration to the appro- 
priation. This amount of money will not be assigned to this appro- 
priation, however, unless these programs are approved. 

Mr. Preston. What formula did you use to come up with these 
seven positions ? 

Mr. Atexanper. Well, sir, the formula is shown on page 151 of the 
justifications, where the total of our general administrative costs are 
reflected. 

Mr. Preston. Page 151? 

Mr. Atexanper. Page 151. This shows our total administrative 
costs which in fiscal year 1960 will go from $2,771,000 to $5,241,000. 
Most of this, of course, is assigned to the 18th decennial census, and 
that census accounts for all the increases in the aggregate total. We 
have decreases in some funds assigned for 1960 such as the 1958 census 
of business, manufactures, and mineral industries. You see, it is 
down from $690,936 to $610,000 in 1960. Census of governments is 
assigned $58,000 this year, but will provide no support next year. 
There is no provision for it. 

This is a matter of real concern to our staff to assign costs equi- 
tably between the various appropriations. In total, our administra- 
tive costs will drop in percentage from about 914 percent of the total 
in 1959 to about 4.7 percent of the total in 1960, on appropriation 
funds. 

Mr. Preston. Excluding the decennial census? 

Mr. Atexanpver. No, sir; that includes the decennial census. The 
decennial census would be assigned 3.6 percent of our administration 
costs next year. These proportions are related to the ratio which 
total salaries bears to direct salaries in the various funds. 

The decennial census is so low because the fieldwork will be quite 
separated from our regular administration, and, therefore, it will not 
be assigned so much to general administration. 
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Costs of the various administrative divisions involved are listed 
above the amounts assigned each appropriation. We change this ad- 
ministrative ratio as our program changes, and this is about the best 
way we have found to handle these costs. 

Mr. Preston. Let us insert page 151 of your justifications in the 


record at this point. | 
(The page referred to follows :) 
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Mr. Preston. Reverting back a moment to some previcus testimon ‘ 
why was the compilation “of foreign trade and shipping statistics in- 
terrupted in fiscal 1958? That statement is found on page 117. 

Mr. Grieves. I think that is just because of the recession—speaking 
of the increase in workload ? 

Mr. Preston. Yes. 

Mr. Grieves. There was a more or less worldwide slacking off of 
business activity, and it did affect our foreign trade workload. In 
fact, our exports are still suffering from the effects of the recession 
while our imports are relatively high. 

Mr. Preston. I see. That ‘language is just a little confusing. I 
see what it means now. 

Mr. Grieves. It is not something we did. 
economy did. 

Mr. Preston. Isee. I just misinterpreted it. 

Mr. Burcess. It is just a continuation. 

Mr. Preston. I see. I understand. 
several letters. 


It is something the 









Let us go on here. 


We have 





CORRESPONDENCE FROM NATIONAL FOREIGN TRADE COUNCIL 
The first one is from the president of the National Foreign Trade 
Council, Inc., addressed to the committee, which they wished inserted 
in the record. We will insert that letter at this point in the record 
dealing with the international trade and financial statistics. 


(The letter follows:) 


NATIONAL FOREIGN TRADE COUNCIL, 
New York, N.Y.., 


INC., 
April 27, 1959. 






Hon. Prince H. PRESTON, 
Chairman, Commerce Subcommittee, Committee on 
House of Representatives, Washington, D.C. 


My DEAR CONGRESSMAN PRESTON: In connection with the Department of Com- 
merce budget which is scheduled to come before your subcommittee in the near 
future, I should like to bring to the attention of the subcommittee the resolution 
adopted by the 45th National Foreign Trade Convention last November. This 
resolution has reference to the statistical activities of the Census Bureau, 
the Bureau of Foreign Commerce, and the Office of Business Economies of the 
Department of Commerce. The text of the resolution is as follows: 

“International trade and financial statistics.—A wide range of detailed statis- 
tical information on the international commercial and financial transactions 
of this country is required for the most effective conduct of business and 
Government. It is essential to the measurement of past performance, to the 
evaluation of new trends and conditions, and, especially, to the formulation 
of soundly based policies and programs for the future. Compilation and dis- 
semination of such data is a traditional public function, and beneficial to the 
whole economy. 

“While the convention has been encouraged by the efforts made in the last 
few years to expand and improve the flow of useful statistics, various gaps 
and deficiencies unfortunately still remain. The unreasonably long lag in the 
publication of current trade figures is especially deplored and no further time 
should be lost in shortening the period. Consideration should be given to the 
timely issuance of consolidated summary trade data designed to meet the needs 
of those engaged in the more general analysis of business conditions. It is 
further hoped that more detailed balance-of-payments data may be made avail- 
able, including information on transactions between the United States and 
individual countries. The convention urges, in particular, that there be better 
communication between Government and industry as to specific needs and 
procedures. 

“The convention looks forward to the results of the worldwide census of U.S. 
investments being carried out by the Department of Commerce. It applauds 
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the initiative taken by the Department in bringing out the facts concerning 
the contribution made by U.S. private investment abroad to the economies of 
the host countries and to the American economy; and it believes that a similar 
survey of foreign investments in the United States should next be undertaken.” 

It is respectfully requested that in determining funds to be provided for the 
support and improvement of these statistical activities the foregoing resolution 
be given the most earnest consideration and that this communication be made a 
part of the record of the hearings of your subcommittee. 

Very truly yours, 
WILLIAM §. SWINGLE, President. 


CORRESPONDENCE FROM ELECTRONIC INDUSTRIES ASSOCIATION 


Mr. Preston. We also have a letter from the Electronic Industries 
Association supporting the budgets for foreign trade statistics. We 
will insert that letter at this point in the record. 

(The letter follows :) 


ELECTRONIC INDUSTRIES ASSOCIATION, 
Washington, D.C., April 7, 1959. 
Hon. Prince H. PRESTON, 
Chairman, Subcommittee on Department of Commerce and Related Agencies, 
Committee on Appropriations, House of Representatives, Washington, D.C. 

DEAR Mr. Preston: This letter is submitted on behalf of the international 
department statistical committee of the Electronic Industries Association. It 
sets forth our reasons for requesting that the President’s fiscal year 1960 budget 
proposal be approved for the foreign trade and shipping statistics compiled by 
the Bureau of the Census, U.S. Department of Commerce. 

The Electronic Industries Association is the national trade association for 
American manufacturers of all types of electronic equipment, components, and 
tubes. Its international department represents those companies with an interest 
in international trade. 

For the fiscal year 1960, the President has requested an appropriation of 
$2,214,768 for the compilation of foreign trade and shipping statistics. This 
includes data on both the import and export trade of the United States, which 
during 1958 had a total combined value of $29.1 billion. ‘The fiscal year 1960 
budget request is approximately $98,000 above the budget estimate for the cur- 
rent fiscal year. 

In addition to providing for 1 additional working day in the new fiscal year, 
this budget request is designed to provide for an improvement in the accuracy 
and quality of the foreign trade and shipping statistics. As users of both import 
and export statistical data, our association trusts your subcommittee will, in its 
wisdom, approve the funds necessary for this improvement. 

It is our understanding that the quality of foreign trade statistics are to be 
improved in two ways: through a reduction of the sampling level for export 
trade statistics and through an improvement in the quality of source documents 
used in the compilation of both export and import data. 

A reduction in the sampling level for export trade statistics will benefit not 
only the electronics industry but every other industry which has a large volume 
of low-value shipments. At present, shipments valued at between $100 and $499 
are reported on the basis of a 10 percent sample, Although this may provide a 
teasonably accurate estimate of total shipments, the accuracy of this sampling 
and reporting technique becomes highly questionable when applied to country 
of destination information. For the American company selling in the world 
market, country of destination data is of primary importance. 

The concern of this industry over the questionable accuracy of the sampling 
techniques which the Bureau of the Census has been forced to employ due to a 
lack of funds for a full count of export shipments valued at over $100 is not new. 
When this sampling technique was instituted originally in 1953, this associa- 
tion—which then was known as the Radio-Television Manufacturers Associa- 
tion—called to the attention of this subcommittee the questionable accuracy of 
the resulting statistical data and requested remedial action. When on January 
1, 1956, the Bureau of the Census was again forced to degrade its foreign trade 
statistics in the face of a growing workload without an increase in personnel, 
Mr. William M. Adams, of Sprague Hlectric Co., appeared before this subcom- 
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mittee for our association when the fiscal year 1957 budget was under con- 
sideration. | 

At that time, Mr. Adams pointed out to the subcommittee that “an exporter 
cannot afford to guess at the potential market for his product. One of the 
major tools in determining this potential is accurate and detailed information 
on exports from the United States by specific product and country of destination, 
It is extremely dangerous in this field to deal with generalities and probabilities, 
and misleading statistics are even worse than none at all.” In its wisdom the 
Congress provided an increase in the appropriation and the foreign trade sta- 
tistics were returned at least to an accuracy level which had prevailed prior to 
January 1, 1956. 

The budget request for fiscal year 1958 contained a request for funds with 
which to reduce the sampling on shipments valued between $100 and $499. At 
that time, Mr. Howard C. Grieves, Assistant Director for Economics of the 
Census Bureau, pointed out to the subcommittee that “about half of all (export) 
transactions occur in that denomination.’”’” When your subcommittee disallowed 
all increases over the fiscal year 1957 level, our association wrote to the Senate 
Appropriations Committee setting forth its views on why it felt the budget 
request should be approved. 

No action was taken looking toward improvement, however, nor was it pro- 
posed in the fiscal year 1959 budget. 

As an example of the problems created by the present limited sampling tech- 
nique, we call your attention to the 1957 report on exports of radio-phonograph 
combinations. The Census Bureau reported that total shipments of these units 
were valued at $866,642. Shipments valued between $100 and $499, however, 
were reported to have been worth $213,930, or approximately 25 percent of the 
total shipments. Using the Census Bureau’s tables of probability, two times out 
of three these shipments might actually have been valued at anywhere from 
$186,000 to $243,000. This is a spread of approximately 25 percent of the esti- 
mated value. 

Looking at the even more important country-of-destination information for the 
same commodity for the same year, the Census Bureau estimated that 500 sets 
worth $51,890 were sent to Mexico in shipments valued at under $499. This 
compares with shipments valued at over $500, covering 732 sets worth $36,182. 
Again using the Census Bureau’s probability tables, the value of estimated ship- 
iments two times out of three might actually have been within the range of 
$35,000 to $71,390. This range of possible error, you will note, is approximately 
equal to the value of all shipments to Mexico in 1957 valued at over $500. 

On a monthly basis the possibility of error becomes even greater for both com- 
modity totals and country-of-destination information. For November 1958 the 
Census Bureau reported total shipments of electronic resistors were valued at 
$311,211. This represents the value of nearly 5 million units. Of the total value, 
an estimated $115,880 was in shipments of under $499 or 37 percent of the total. 
Again applying the probable limits of error, these shipments actually might have 
been valued at anywhere between $95,000 and $140,000. 

Of the estimated resistor shipments in November, $58,920 went to Canada, but 
with the present sampling method and factor of probable error it is possible to 
estimate that shipments might really have been valued at anywhere between 
$42,000 and $78,500. 

Although these two examples happen to be in the electronic industry, the prob- 
lem is not exclusive. November exports of laboratory, analytical, and pharmacal 
scales were reported to have been worth $47,547, of which an estimated $32,750 
were valued under $500. This means that total shipments of those products 
might actually have been valued between $36,147 and $61,647. It also means 
that the sampling techniques forced upon the Census Bureau by budget limita- 
tions make sound marketing analysis of our $16.3 billion export market extremely 
difficult in those cases which include a large number of low value shipments. 

As another part of its program to improve U.S. foreign trade statistics, the 
Bureau of the Census plans to make a concerted effort to upgrade the quality of 
the source documents from which both import and export statistical data is com- 
piled. This move should be of benefit to all users of foreign trade statistics as 
it will help to eliminate errors in the classification of products and consequently 
in the various statistical reports. 

Considering the millions of source documents filed with the Census Bureau 
each year, and the thousands of people compiling them for various importers 
and exporters, it appears advantageous to provide funds with which the Census 
Bureau can make a concerted effort to insure their accuracy. 
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With a reduction in the sampling level for exports, and an improvement in 
the source documents from which import and export statistical data is com- 
piled, we feel that the foreign trade statistics can be materially improved for 
the benefit of the large number of companies engaged in some type of foreign 
trade. We feel that the recommended budget increase is indeed small when 
weighed against the benefits which can obtain in our $29.1 billion international 


market. 

It is respectively requested that this letter be considered during your investi- 
gation of the Census Bureau budget covering foreign trade and shipping statis- 
tics. We trust that the subcommittee will see fit to approve this item as 
presented in the proposed budget. 

Sincerely, 
L. C. MEtas, 
Chairman, Statistical Committee, 
EIA International Department. 


PILOT STUDY ON ORIGIN OF EXPORTS 


Mr. Preston. Now we have a letter from Representative Frank M. 
Coffin, of Maine, and he has been joined verbally by Representative 
Hale Boggs, of Louisiana. This letter deals with the proposition of 
creating a “pilot study to show where goods exported from the United 
States are produced from within the country. 

He suggests an appropriation of $10,000 to be added to the budget 
of the Commerce Department and earmarked for such a study ‘by 
the Bureau of the Census. What is your reaction to that sugges- 
tion ? 

Mr. Buroess. I knew that such a request was coming in for budget- 
ing. It was rated by the Census Bureau as something that would 
not have financial priority—that is to say, as compared to other things 
we knew about when we were lining up projects. I think if the 
committee should consider it favorably and not think of it as some- 
thing that could be fitted in by replacing something else in our 
budget, we would regard it as a worthwhile experiment to satisfy 
some people. Some think it would be rather easy to run down where 
goods originate that are exported from this country. 

Our own experts in that line know that when the returns come in to 
the Customs Bureau the information that comes along with them does 
not show where the goods originated. 

There is someone, often a ‘middleman, that actually prepares the 
shipping documents. The effort that is implied in this project would 
be to push such inquiries back to the person who actually sold the 
goods and find out where he got it and where the components that had 
gone into it had come from and try to run it back to the original pro- 
ducers. 

L ogically, it is an interesting exper iment. 

Mr. Preston. We like things that are interesting, but we also want 
them to be extremely useful. What purpose would this sort of study 
serve ? 

Mr. Bureorss. It is true that if there were good information that car- 
ried it back, it would be considered very important. As a matter of 
fact, from the information that could be inferred, the Department of 
Commerce would line up something about the relation between the 
exports of the country and the manufacturing or productive activity 
of different congressional districts. That was considered, and some 
people found it very valuable to visualize just how foreign trade af- 
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fected American manufacturing activity, notably, and American bus- 
iness activity in general. 

Mr. Preston. Your people did that? 

Mr. Oxrcusixr. Last year when the reciprocal trade agreement came 
up and was extended for 4 years in order to determine what the impor. 
tance of it was within the United States, we tried to make a survey of 
the United States and did a fairly reasonable job of trying to locate 
areas throughout the country, geographical areas, as to where these 
exports originated from and how many people were employed in the 
course of making these exports. 

This is what he is talking about having done here. 

Mr. Preston. You have deal done it, have you not? 

Mr. Orcustr. We have done it. There is no question about it, but 
it was done very hurriedly at the time. It was not done in a method- 
ical way by the census. 

Mr. Preston. I remember the details of that incident very well. It 
was a pretty clever way. 

Mr. Orcuste. The figure 414 million employed came up as a result 
of work in connection with the exports. 

Mr. Burerss. It is easier in aggregate. 

, Mr. Oxrcuste. That is basically what Representative Coffin is asking 
or. 

Mr. Bureess. He wants to be able to point to a specific record that 
such and such shipments in a given month came from such and such 
a manufacturing activity, and so many months earlier different places 
contributed . The dollar value developed for each step by these 
studies might not be so demonstrable or so clearcut as some people 
would think. 

Mr. Preston. Are you then supporting this proposition? Are 
you saying it would be money well spent, if the committee saw fit 
to include $10,000 for this particular purpose ? 

Mr. Borcess. I think so, with the limitation that I would not want 
to replace any of the others, but I think on an experimental basis, yes. 

Mr. Orcuste. A pilot study. 

Mr. Bureess. A pilot study, that would be a contribution to the 
advancement of knowledge. We would know better where we were. 

Mr. Preston. Would@you mind a little tax money being spent for 
that purpose ? 

Mr. Burcrss. I would mind our tax money being spent for it. 

Mr. Preston. Your own tax money. 

‘ Mr. Burcrss. Tax money—mine? That would not take us very 
ar. 

Mr. Preston. Dr. Eckler? 

Mr. Ecxier. The question keeps coming up, so I think I person- 
ally would say yes. 

Mr. Preston. Mr. Grieves? 


Mr. Grieves. This question has been with us for decades, and I 
think if we could get an appropriation of $10,000 to try it—it may 
not be possible to do it, but if it could not be done, then we would 
know it, and we would all be better off for that knowledge. 

This issue is so lively that it keeps cropping up, and people are 
constantly trying to do this one way and another and are getting in- 
different results. This would be an effort to try to do it under con- 
trolled conditions and see if it could be done. 
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It is my guess that it cannot be done, but I might be wrong. 

Mr. Ecxurr. A few years ago this question was up in the Boston 
area, and the Federal Reserve people there were after us to help get 
it done, and so it is quite a widespread matter of interest. When you 
get people like the Federal Resrve pushing for it, there must be some 
real need. 

Mr. Grieves. We have gone this far in connection with other 
studies: we know we can find out the place of origin in the United 
States of the finished products that move out of the various ports, 
but what we do not know taking, for instance, a finished product such 
as a television set, is where its component parts came from, where 
their origin was. That is really the thing that is unknown. 

Mr. Preston. Very well. We will consider it. 

Mr. Horan. Mr. Chairman, I was wondering if the Office of Busi- 
ness Economies has any activity in this field presently. 

Mr. Orcustr. Not in this particular field. Dr. Burgess wrote me 
and sent me a copy of this letter from Representative Coffin and I 
brought it with me. I thought it would be a worthwhile job to do 
for the amount of money involved. 

Mr. Horan. I was thinking that the Office of Business Economics 
does a lot of work in the business trends and other things of that sort. 

Mr. Orcuste. But we are trying not to have them conduct census 
negotiations with individuals. We are trying to locate that in Census, 
and this is where Census would have to make the contacts, and it is 
right in their field rather than the OBE. 

Mr. Horan. You would have cooperation between the two divisions, 
though, would you not? 

Mr. Orcustx. They are all under Domestic Affairs, so we cooperate 
together anyway. 

Mr. Horan. That is all. 


PERMANENT EMPLOYMENT 


Mr. Nierson. Mr. Chairman, if I may refer back to one question 
which you asked a moment ago with respect to the total employment 
of the Census Bureau, since we got into a little discussion yesterday 
with respect to employment, I am sure you had reference to perma- 
nent positions on appropriated funds. 

Mr. Preston. Yes, sir; I did. 

Mr. Nretson. Mr. Alexander gave you a figure of 1,841. It should 
be 1,323, because included in the 1,841 are some positions on reimburs- 
able projects, and I wanted to clarify this. 

(Note.—See p. 124 for testimony referred to.) 


REIMBURSABLE PROJECTS 


Mr. Preston. That brings up a question that we ought to have 
some information on: How many reimbursable projects do you have, 
and it comes to how much, and who are they being done for? 

If they are numerous, maybe you had better put it in the record. 

Mr. Arexanper. They are quite numerous, Mr. Chairman. We 
have been doing reimbursable work for a great number of years. 

Mr. Preston. Is it a continuous thing? 
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Mr. Avexanper, Yes, and it is growing from year to year. I will 
give you our current figure [one]. This is our current ye oe just a 
summary table, and it shows work for other Gov ernment agencies, 

More information appears in that committee print where there are 
schedules of the amount of operations for each agency. Page 19 of 
the committee print has a summary, by year and by agency, and, of 
course, we indicate that we do have 226 permanent employees cur- 
rently working on these projects. They range in size from our largest 
project, which is nearly $1 million, down to just a very few dollar 
amounts. 

(The page referred to follows:) 


ADVANCES AND REIMBURSEMENTS 


Program and financing 





958 actual 


1959 estimate | 1960 estimate 





1, Special statistical services for— 
Department of Agriculture $28, 837 
Department of the Air Force : 175, 774 
Department of the Army-. : 109, 822 
Department of Commerce : 21, 347, 846 
Department of Defense cad 545, 870 | 433, 015 
Department of Labor-_--..-.....------..- itedesacepe Lois) i cantne Goan 
. 13, 132 
99, 170 
| 28, 618 29, 061 
Department of Health, Education, and Welfare____-| 902, 1 940, 593 
Department of the Interior__- : 
National Capital Planning Commission 
National Science Foundation 
Department of the Navy--- Soabiees 
Office of Civil and Defense Mobilization. -------- 
Department of State (International Cooperation 
A dministration) Renee = ou aul on aans ganar 
Treasury Department _____- San oe 26, 4 164, 520 5 
Miscellaneous services to other agencies___- ul 31, 897 | 148, 835 292, 590 
Miscellaneous services to non-Federal agencies____-| 7, 354 135, 194 135, 230 
2. General administration- ies = siete lite 318, 292 | 296, 703 | 296, 000 


Program by activities: eee 





Total obligations i aden thah cadetoel 2, 834, 846 | s 010, 000, +s 920, on 





Financing: 
Advances and reimbursements from-— 
2, 670, 941 | 2, oon 000 3, 840, 000 
163, 905 = 150, 000 150, 000 


Total financing._........------.--------------------| 2,834,846 | 3,010,000 3, 990, 000 
| 
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Object classification 


1958 actual | 1959 estimate | 1960 estimate 


























Total number of permanent positions. _.-.............-- asihil 226 226 307 
Full-time equivalent of all other positions...................-- 248 277 379 
Average number of all employees. _....-.--......-.---..--.--- 474 503 684 
Number of employees at end of year_-_......-..--..-..-------. 553 570 966 
Comes TiS Gee Gi MAF oo nt tcc ccccccwcutnenscsaccoce 6.6 $5,128 | 6.6 $5,651 | 6.6 $5, 646 
Average salary of ungraded positions_............-.-...-.---.- $4, 265 $4, 265 $4, 265 
01 Personal services: 
PE SEONG a ca dc ne vesécuncutsamadeatenesud $1, 259, 630 $1, 286, 000 $1, 690, 300 
Positions other than permanent------- i idicniatenelinig alee 944, 999 1, 048, 000 1, 384, 000 
GEr DOCU BEIGE vc w sia centinnnenansinonspanbch 41, 426 50, 000 50, 000 
"LOtal PETSONEL BORWIENG «nooo cccccccceccntssccecuns ace 2, 246, 055 2, 384, 000 3, 124, 300 
Oe OPPAWE . Wnckj namasevcdnnesce>sssbeneneneeniosibaeeeanbinns 184, 789 198, 800 337, 300 
ie. AP ORRIOEE 00 CN iin cen ccnnuscunbviessnucamunba 6, 117 6, 500 8, 450 
Oe. OER CR. a. nds amariepiivintiaia en auiaeimabaminnibe 42, 452 45, 000 63, 600 
OS. Rake Se TC GOR TIONE. .. Wen cetchwdcccacavssccaccucs 72, 870 77, 000 82, 800 
06 Printing and reproduction. ............--..-..---.--- a 71, 938 76, 000 101, 000 
OF Other. COmtractual SOC VIG... xc cecucccpanesessccccsss i 31, 412 34, 000 39, 800 
Services performed by other agencies...............--- 3, 525 3, 700 3, 700 
08 Supplies and materials_........-.......-. b 38, 619 40, 000 44, 650 
OP. MUMIDIRNGONG. oso i odccocdnsckssess<-.-< 18, 836 20, 000 21, 300 
11 Grants, subsidies, and contribution. 105, 869 112, 000 147, 000 
13 Refunds, awards, and indemnities_ . 2, 445 2, 500 2, 500 
eg gt i oe ; 9, 919 10, 500 13, 600 
an Vin eh as acadoueddedenes 2, 834, 846 3, 010, 000 3, 990, 000 





Mr. Preston. $3,990,000 for 1960 is estimated ? 

Mr. ALexanper. That is right. 

Mr. Preston. And that, of course, is a 

Mr. ALtexanper. In 1960 the estimate shows $980,000 under the De- 
partment of Labor, which is our old work on CPS with the arrange- 
ment to be financed by transfer to us from the Department of Labor, 
or rather by reimbursing us. 

Mr. Horan. That transfer is the amount the chairman mentioned 
just now ¢ 

Mr. Atexanper. It is included in the amount, Mr. Horan. The 
$980,000 is included in the $3,990,000 for 1960. 

Mr. Fioop. If the gentleman will yield. 

Mr. Preston. Yes. 





PERMANENT EMPLOYMENT 


Mr. Fioop. But you did get a figure as an exact figure as to the 
increase in the request for the number of employees with reference to 
permanent employees. Is that not the figure you got? 

What was it? Additional $12 million; just the Bureau of the 
Census? You were not speaking just of the Bureau of the Census, 
were you ? 

Mr. Preston. Yes. 

Mr. Nierson. Yes, sir; the Bureau of Census, salaries and expenses. 

Mr. Fioop. But did you provide the answer today to the question of 
late yesterday afternoon ? 

Mr. Nietson. No, sir. 

Mr. Froop. You have not provided it? 

Mr. Nretson. No, sir; we have not. That will be in the record. 

Mr. Fioop. But, of course, this question answers itself, and it is 
obviously rhetorical, the fact remains is if and when you get that 
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figure that despite the urgings of balancing of a budget overall, this 
budget request of this subcommittee is for an increase of 800-plus 
people and a quarter of a billion dollars more, is it not? 

Mr. Nietson. Eight hundred forty-one additional people. 

Mr. Fioop. And what else did I say ? 

Mr. Moors. A quarter of a billion dollars more. 

Mr. Preston. That is something that was discussed yesterday. 

Mr. Fioop. Off the record. 

Mr. Preston. All right. 

(Discussion off the record.) 


1958 Censuses oF Bustness, MANUFACTURES, AND MINERAL INDUSTRIES 


Program and financing 


1958 actual | 1959 estimate 





Program by activities: 
1. Census of business 
An Gn IREROCIIOON oo co enn ccaennoenaneuce 
3. Census of mineral industries_-.-........-....-....-..-- 
. General administration 
5, 1959 program obligated in 1958, 


$4, 460, 034 
1, 868, 575 
441, 759 
690, 936 
—138, 941 


7, 322, 363 
138, 941 


1, 218, 658 


—138, 941 
—47, 137 


Total obligations 
Financing: 
1959 appropriation available in 1958_ 
Unobligated balance brought forward 
Unobligated balance no longer available 


Now onligntional authority ......................s.-...«..- 


7, 461, 304 





New obligational authority: 


Appropriation 
Reappropriation 


7, 000, 000 
10, 304 


Proposed supplemental due to pay increases 451, 000 


6, 049, 000 


Object classification 


1958 actual | 1959 estimate | 1960 estimate 





Total number of permanent positions. ...........- pumas abe 78 93 
Full-time equivalent of all other positions........-.-.........- 83 929 
Average number of all employees. -.....--.........-.---..-.... 150 1, 022 
Number of employees at end of year----.----...------.-----.. 157 1, 600 
$5,128 | 6.6 $5,651 | 6. 
$4, 609 $5, 080 


$416, 850 $586, 830 
440, 853 4, 106, 727 
16, 656 28, 320 
Total personal services or, - 4, Tal, 877 

avel..- E 
= Sa “ 1, 481 24, 125 
04 Communication services--...------------------------------ 13, 084 459, 015 
05 Rents and utility services 15, 630 237, 752 
06 Printing and reproduction 68, 613 415, 535 
07 Other contractual services __---..--.---------- wnat 5, 293 144, 110 
Services performed by other agencies 21, 257 470, 194 
08 Supplies and materials . 12, 124 99, 632 
09 Equipment. ---- : 894 548, 682 
11 Grants, subsidies, and contributions 46, 362 225, 778 
13 Refunds, awards, and indemnities 278 2, 374 
15 Taxes and assessments 2, 679 19, 870 
1959 program obligated in 1958 138, 941 —138, 941 


Total obligations 1, 218, 658 7, 322, 363 
a fissgonigengiainiiustnaicnnsoodapeliosmiasisanits hmcadagiiinadaaie atid en ena 





Average GS grade and salary 
Average salary of ungraded positions 





01 Personal services: 
TUN TINIE in So tects hin ebb anennebas 
Positions other than permanent 
Other personal services 
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Mr. Preston. The next item we take up is the 1958 census of busi- 
ness, manufactures, and mineral industries. 

We will insert in the record at this point pages 131 and 132. 

(The pages referred to follow :) 


Summary of requirements 


Appropriation, 1959 (regular bill) 
Reappropriation of prior year balances 


: . $7, 010, 304 
Add: Proposed supplemental due to pay increase... 451, 000 


Base for 1960 7, 461, 304 
Net difference—1960 over 1959: 


Requirements Difference, 
________|increase (++) 
or de- 
1959 1960 crease (—) 
adjusted estimate 


Clones OF WR an dcAiecenstndonh senescence $4, 460, 034 | $2, 887,135 |—$1, 572, 899 
Census of manufactures 1, 868,575 | 2,054, 598 


Census of mineral industries 441, 759 496, 853 +55, 094 
General administration : 690, 936 610, 414 —80, 522 


Gross requirements 17,461,304 | 6,049,000 |—1, 412, 304 


Total estimate of appropriation, 1960 
1! Includes obligations for advance procurement incurred in 1958. 


40514—59——10 
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Mr. Preston. This represents somewhat of a decrease and you are 
about roughly half way through this census, are you not? 

Mr. ALEXANDER. Just about. 

Mr. Preston. Who would speak to this subject ? 

Mr. Burgess. This is Mr. Grieves’ bailiwick. 

Mr, Grieves. This estimate is in line with the overall estimate we 
furnished the committee previously. In this project we have already 
been provided about one-half the total funds, and we have estimated 
next year we will need $6,049,000, and that will substantially complete 
the job. There will be a small amount of work in the following 
fiscal year, and we think it will be less than a million dollars. 

We have nearly completed collecting the information and are start- 
ing the tabulation of the figures. 

Mr. Preston. Are there any questions on this item from the mem- 
bers of the committee? 

Mr. Horan. Mr. Chairman. 

Mr. Preston. Mr. Horan. 

Mr. Horan. This is important, of course, on the application of 
an escape clause. 

Mr. Grieves. This is the domestic production side of the total prob- 
lem; yes, sir. 

Mr. Preston. If there are no questions, we will move to the next 
item. 

Mr. Froop. You do not have the same trouble that the Depart- 
ment of Labor has statistically ? 

Mr. Grieves. We hope not. 


EIGHTEENTH DECENNIAL CENSUS 


Obdject classification 








Total number of permanent OR Sittin cm manton eater aceaieicadl 92 
Full-time equivalent of all other positions.._.................- 6, 685 
Average number of all employees. ...........-..--...- ek cid 6,77 
Number of employees at end of year. .-_-.-.-------.----------- 3, 900 
Be Ht EO I Es 6 cern onde acawbwerescgeseitsonsces 6.6 6.6 $5, 646 
Average salary of ungraded positions._....--.-.-...--.--.-.--- $5, 080 
01 Personal services: 
Permanent positions Pe ci sani etek anc 2t asiacacarwens $592, 331 $603, 371 
Positions other than permanent----__..-..-..--------- 3, 422, 810 29, 831, 283 
eee 40, 420 36, 656, 211 
Us PORONIA OIFWIOME..... .. 5 2 cs cc csn cee 4, 055, 561 67, 090, 865 
re aaa ee ee cee Wen need pecckawasccdbas , 454 185, 768 6, 448, 580 
OS Dremeportetion of Gigs. ....... 2.5 occ cc cc cccecceccccue 733 18, 144 587, 470 
O4 Oommunionion Orviews...................-:..-......2... 260 44,211 1, 028, 610 
ee eS eee c 32, 827 1, 189, 120 
08: Printing and reproduction.......................<...-...- 382, 097 2, 293, 355 
07 Other contractual services --..........- pBideccccdstcusedd 15, 844 1, 799, 728 
Services performed by other agencies... _.__--_____--- 174, 023 1, 018, 168 
eee ee eS * ee ee eee eee 853, 350 
ee Se eos ee ne Fk, odadeceaenl 2, 014, 445 
11 Grants, subsidies, and contributions. ---.....__...___-___- 703, 568 
13 Refunds, awards, and indemnities_.___________.__- sane 3, 000 
ME IIR ns indo un cwsnceabcecdawonauccul 1, 469, 746 


15 
1959 program obligated in 1958____- eR ee nd re Sey in 
Ch a ee, eee ee Bee 6, 412, 013 86, 500, 000 











fou 
Tec 


App 
Add 


Net 








GR ® etd 
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eee eS See eae ewe Ow tT eS oe 
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Program and financing 


1958 actual | 1959 estimate | 1960 estimate 





Program by activities: 





Census of a a isinilagdicin isa siangteipneiaitticse ceapsddaaiiii $796, 495 $2, 414, 400 $48, 097, 970 
2. OOUSUS OF TIE, cciniininosasutncnonsnnosodnsaassansse 258, 683 1, 016, 489 17, 455, 736 
S, Comes CF Aan ven nsecenadecnncaccasivudséns 330, 302 1, 164, 041 17, 576, 204 
4; TeleCtremhs GUIDES... -annccniiccncsenimencccesscutedeas 1, 671, 447 2, 234, 781 270, 000 
5; Carer Gl GUO sine civieneindenscknecesesiseece 212, 344 578, 289 3, 100, 000 
6. 1959 program obligated in 1958_........-..-----.---.---- 995, 987 i 
URGE COR iias caninganektennckanshshascénepnete 4, 265, 258 6, 412, 013 86, 500, 000 
Financing: 

1959 eppropriation OIE Se Fei ci. cnwetaniccndugignes —995, 987 GRO Eediindexcecnesn 
New O1MIGREIOEAE GIEONIEG ooo is ois einnncteccccecnses 3, 269, 271 7, 408, 000 86, 500, 000 

New obligational authority: 
RN 8 el 3, 269, 271 7, 000, 000 86, 500, 000 
Proposed supplemental due to pay increases. -............-]-.-.---.-.---- GE OO fin cnn atch ae 





Mr. Preston. The next item is the “Decennial census,” and it is 
found on page 14 of the committee print, and we will insert in the 


record at this point page 141 through page 147 of the justifications. 


(The pages referred to follow :) 


Summary of requirements 

















Appropriation, 1959 (regular bill). ......-............. Gishbeioasctaa beatae wivakbetbsakaaceazen 7, 000, 000 
Add proposed supplemental due to pay increase. ...............-.-....-..---.----..---------- 408, 000 
ai el all lee il ca Cush caddindatinhinneaiaesnetann 7, 408, 000 
Net difference—1960 over 1959: 
Requirements Difference, 
increase (+-) 
or de- 
1959 1960 crease (—) 
adjusted estimate 

Census of populet ie a nnd Mba skeaianmenmnmaeiema aes $2, 414, 400 |$48, 097,970 |+-$45,683,570 

RNIN A IE ih ok os ok essen eee 1,016, 489 | 17, 455, 736 |-+-16, 439, 247 

Se Or III, . waccacntnstuacctentoneiennne 1, 164, 041 | 17, 576, 204 |+-16, 412, 258 

In I 2, 234, 781 270,000 | —1, 964, 781 

EE REINS, 3..c:5.d nasnamesnacmiadenceeeapeal 578, 289 3, 100, 000 | +-2, 521, 711 
Gross requirements. ..........-----------+-++ «| 1 7, 408, 000 | 86, 500, 000 +79, 002, 000 79, 092, 000 
Total estimate of appropriation, 1000... nccccccccccsscacccccscccsheccescoecctonsee cine 86, 500, 000 


‘Includes obligations for advance procurement incurred in 1958, 
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GENERAL OBJECTIVES 


The Highteenth Decennial Census (covering population, unemployment, hous- 
ing, agriculture, irrigation, and drainage) which is scheduled by law to be taken 
in fiscal year 1960, will be the largest statistical project ever undertaken in this 
country. Throughout the history of census enumerations a significant recurring 
problem has been that of keeping pace with the ever-increasing mass of data to 
be processed, so that the results of the census may be released on a timely basis. 
Automatie tabulating equipment was first introduced in the 1890 census and has 
been an important factor in speeding results from each succeeding census. 
Despite the use of the most modern equipment then available, much dissatisfac- 
tion was expressed over the lateness of the detailed reports in the 1950 census, 
the bulk of which were released between 2 and 3 years after the enumeration. 
Advanced electronic devices and the greater use of sampling, however, are ex- 
pected to result in the forthcoming census reports being the most timely in 
nearly a century. Although the population and hence the workload will be 
greater, it is planned to complete detailed reports about 1% years earlier than 
in 1950. Also, this will provide economies of operation which will make possible 
(for $118 million at new pay rates) a census of generally similar content and 
coverage at a lower per capita cost (taking into account increases in prices 
and salaries). 

The content planned for the 1960 censuses has been carefully and critically 
reviewed with the Bureau’s census advisory groups over a period of many months. 
Many requests for coverage in the censuses of important kinds of information 
have been rejected in favor of higher priority needs. A substantial reduction 
in the planned content of these censuses would severely handicap important 
users of census statistics and would represent a Serious retrogression in the 
Federal Government’s statistical program. Likewise, any changes reducing the 
Bureau’s ability to get maximum coverage of the population involve compromises 
in quality which would greatly affect the acceptability of the 1960 results. The 
amounts which are being requested for expenditure for the PFighteenth Decennial 
Census are believed to be the minimum required. 


PROGRAM FOR 1960 


The estimate of $86,500,000 provides for the field collection of the data re- 
quired for the Highteenth Decennial Census and for part of the tabulation of 
these data. 

The field enumeration for the farm census will begin in October 1959. The 
enumeration in each area will start immediately after the completion of a major 
part of the 1959 harvest and early enough to permit the completion of the 
enumeration before travel and working conditions in rural areas are seriously 
affected by winter weather. The enumeration will be performed by approxi- 
mately 30,000 temporary enumerators, and 2,000 temporary crew leaders. Nearly 
all the enumerators will be paid on the basis of a fixed amount per place or 
farm enumerated plus an allowance for the use of their automobiles. 

Following enumeration, office processing will be performed at the temporary 
processing office to be established in Parsons, Kans. This will comprise the 
receipt and assembly of the questionnaires by geographic areas, the examination 
of the questionnaires for completeness and correctness of entries, the entering 
of codes to facilitate key punching and tabulation of the results, the examination 
of tabulations and statistical tables prior to publication, and the preparaion of 
preliminary releases and reports. Approximately one-half of the office process- 
ing on the agricultural census will be completed in 1960. The remainder of the 
work will be completed in 1961 and 1962. 

The population and housing censuses field enumeration will be conducted in 
April 1960 by approximately 160,000 temporary enumerators and 10,000 crew 
leaders. Just prior to April 1, information sheets with instructions for com- 
pleting the basic questions and for listing temporary residents, are to be dis- 
tributed to all households by the post office. Beginning April 1, enumerators 
will call on every household and will enter the answers to the basic questions on 
specially designed forms. For most of the country, in every fourth household 
the enumerator will leave a form containing additional questions, and will ask 
the respondents in this sample of households to fill in the answers and mail the 
completed form to a census field office. 

In these areas, approximately one-third of the enumerators and crew leaders 
who participated in the 100 percent enumeration will receive additional training 
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and will be assigned to the task of completing the enumeration for the sample 
households. Enumerators will be given a list of the sample households and will 
be responsible for completing the enumeration of sample households. Using th 
schedules which will have been mailed back in various stages of completion by 
cooperating householders, they will telephone to secure needed information o 
visit the sample households (when there has been no response or when direc 
interview is considered the most practical means for securing acceptable data). 
The information will be recorded on special schedules, as described below. 

In areas of low population density (about one-third to one-half the land are 
and 10 to 15 percent of the population), and in special situations such as inst}. 
tutions, the enumerator will endeavor to collect all the information at the time 
of the initial visit. 

All field enumerators will record their data on a FOSDIC (film optical sensing 
device for input to computers) document which is designed for automatic record. 
ing of the information on magnetic tape ready for tabulating by electronic data 
processing equipment. This will result in the elimination of manual key punet. 
ing and verification operations and in substantial savings of time and money, 
The population and housing censuses will be tabulated entirely on electronic 
computers. 

During fiscal year 1960, processing of the FOSDIC questionnaires and prepars- 
tion of magnetic computer tapes on FOSDIC will begin. Approximately 1) 
percent of this work will be completed in fiscal 1960. Tabulation will begin in 
June 1960. This processing work will be largely completed in fiscal 1961. 

Mr. Bureess. This is the one for which we are asking for a larg 
sum of money next year, $86,500,000, and this is the responsibility of 
Dr. Taeuber. 

Mr. Taruper. Thank you. 

Mr. Preston. We will be glad to hear from you, Doctor. 

Mr. Tarvper. Mr. Chairman, this request for fiscal year 1960 is in 
line with the overall budget figure for the decennial census which has 
been reported to this committee previously, plus the recent pay raise. 
In the next fiscal year we have first the census of agriculture. We plan 
to begin this in October 1959, and the processing, tabulation of that 
work will get underway in the fiscal year. In April 1960 we have the 
big census of population and housing. The size of this particular 
request relates to the fact that the fieldwork for these censuses—agri- 
culture, population, and housing—-will all be done during this fiscal 
year. 

Tabulation work will get underway, but most of the tabulation 
work will be carried over into the next fiscal year. . 

Mr. Preston. What is the estimated total cost of the Eighteenth 
Decennial Census ? 

Mr. Tarvuser. The estimated total cost, including the preparatory 
funds which have already been appropriated, this 1960 request, and 
the request for subsequent years is $118 million. 

Mr. Preston. That compares how with the figure for the last de- 
cennial census ? 

Mr. Taruser. We had about $90.6 million for the same job on the 
last one, but we have had a 20-percent increase in population between 
1950 and 1960. We have had substantial increases in cost all along 
the line also. 

We estimate that to reproduce the census of 1950 for the 1960 popt- 
lation under the cost situation that we have at the present time if 
would cost something on the order of $130 to $135 million, and the 
total that we expect to need for the census is $118 million. 
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We expect that our electronic equipment, the greater use of sam- 
pling, and the more eflicient use of the clerical force that we will have 
makes possible the decrease here. 

Mr. Preston. So it is not much that we can do about this request 
for $86,500,000, is there? Is there anything that we can do to that 
that would not have to be picked up next year $ 

Mr. Taruper. We cannot—we must tabulate the results in order to 
meet the legal requirements. 

Mr. Preston. L suppose this is one of the most important phases of 
government, this decennial census. 

Mr. Buresss. It was mentioned in the Constitution, you know, and 
it was started in 1790, in order to know how many Representatives 
ech State should have, and as it has developed other suggested 
censuses have been added on. It does have an established place in 
our history. 

ELECTRONIC EQUIPMENT 


Mr. Preston. Do you have any additional electronic equipment in 
this budget ? 

Mr. Bureess. Yes. 

Mr. Tanuser. The estimate for electronic equipment is only 
$270,000. 

Mr. ALExANDER. All the main items have been procured this year. 
There is still a list of some auxiliary equipment that has not been 
acquired, and we will have to finish the construction of our FOSDIC 
machines by then. 

Mr. Preston. What is this figure of $2,014,445 under the heading of 
“Equipment” found on page 142 ¢ 

Mr. ALexanper. There is further detail on equipment over on page 
150, Mr. Chairman, in the detail of “Other objects.” Some of this 1s 
related to the use of the electronic equipment, for example, $1 million 
worth of computer and microfilm reels—this is not the basic equip- 
ment, but the tape and the microfilm to be used. The $270,000 which 
is shown there will finish the purchase of our pieces of equipment ; 
$006,000 is for furniture for our field offices. 


FURNITURE 


Mr. Presron. Is it possible to use some of the surplus furniture 
in the Government instead of purchasing new furniture for this 
temporary job? 

Mr. Taruser. That is being exploited, and we work with GSA 
when we want furniture. 

Mr. Atexanper. We have acquired hundreds of thousands of dol- 
lars of surplus equipment. We do have to pay for the transportation 
of it to our offices. Getting it to 400 sites around the country is 
included in there, 

Mr. Preston. Then that is not too bad a figure then. 

Mr. Atexanper. We have some places where we will rent it instead 
of buying it, and at Jeffersonville, Ind., we have spent thousands of 
dollars repairing equipment that GSA sent us which was not fit to 
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be used without repair. We really have saved, I am sure, more tha} Mr 
a million dollars already in our use of surplus. Mi 
leade 
FILM PROJECTORS train 
Mr. Preston. I am glad to hear that. How many film projectors oy 
do you plan to buy ? Mi 
Mr. Atexanper. I think this is about 7,000 of them; is that right! i 
Mr. Taruser. Closer to 10,000. Film projectors are used, Mr , 
Chairman, in training our enumerators; for the census of agriculture, ou 
we will need to employ 32,000 enumerators, and in making sure that M 
the people who are going to train them are themselves trained prop J ; : 
erly, we use film and film projectors and also use recordings. But mn - 
contrast to 1950, we are not proposing to buy any record players. , 
We are assuming that in any community the crew leader, who is hen 
going to train the enumerators, can find a record player and bring at 
that in, but film projectors for these film strips are not so readily } ». 
available, and we feel that the only way to have them when we need Dees 
them—or rather the cheapest way to have them when we need them tbo 
and where we need them is to buy the film projectors. 
These projectors will be used for the census of agriculture and 
will be used again next spring when we are training for the censw } 
of housing and population; but at that time we will have to be run J yop 
ning about 10,000 classes simultaneously or nearly so. In cities we J ygir 
can double up a bit. ua} 
Mr. Preston. What are we going to do with 10,000 film projectors } yo, 
when you get through with them ? S 
Mr. Taruser. A few of them will still be useful, but the rest of sal 
them will be surplus; but this is the most efficient way we have been ] po, 
able to devise to get this training material over to these people. In cs 
the case of next spring, 160,000 people are coming on temporary serv- \ 
ice for a short period of training time. We know we cannot train | 
the trainers in a way that makes this sort of thing unnecessary. the 
Mr. Arexanver. I might add that we have hopes that many of j 
them will end up in schools around the country. These are quite | ;, 
inexpensive projectors. 1 
Mr. Preston. You buy them under special contract and get | 9. 
volume price, do you? "1 


Mr. Atexanver. Yes, if we get 10,000 of them for this price, it is 
$21 apiece. 

Mr. Froop. Off the record. 

(Discussion off the record.) 

Mr. Preston. Back on the record. 

Twenty-one dollars apiece. That is an amazing price. 

Mr. Atexanper. We are not sure we can get that. 

Mr. Preston. Well, what do you propose to do? 

Mr. Atexanver. We have already put bids out, and we got one bid 
in this area, but the equipment was not quite good enough, and it 
looks as if we might have to take the thirty-some-dollars-apiece bid. 
If we do, we will not get 10,000, but it is still an inexpensive pro- 
jector. 

Mr. Tarvser. Mr. Chairman, this is not a movie projector. This 
is for a film strip. You have a frame which is projected. Then you 
move it on to the next frame. 


th 


151 


Mr. Preston. I see. Then the price does not sound so good. 

Mr. Atexanver. The problem is the quantity we need. These crew 
leaders around the country need something to help them with this 
training of 160,000 enumerators, and we will have to train them in 
only 3 or 4 days. 

Mr. Preston. This is aslide projector? 

Mr. Taruser. No, the material is on film. 

Mr. Preston. That is why you do not find those around in the 
communities so readily ? 

Mr. Tarvuser. That is right. 

Mr. Preston. There are plenty of movie projectors and slide pro- 
jectors available. 

Mr. Taruser. They would not be suitable for our purpose, because 
then we would have to go in for sound, and this is something else 
again. 

“Mr. Preston. Is there anything fantastic about this Eighteenth 
Decennial Census that should be in the record that we should know 
about as guardians of the taxpayers’ money ? 


AVAILABILITY OF RESULTS OF CENSUS 


Mr. Taruser. I would not want to call it fantastic, but I think it is 
worth noting that I do expect, as a result of the new procedures we are 
using, and as a result of the electronic equipment, we shall be able to 
make the results of this census available very much more quickly than 
we did in 1950. 

Since we must, of course, report by law the figures for apportion- 
ment by December 1, we expect to be able to report also the total 
populations for many communities and shortly thereafter to complete 
that first round of reports for the entire country. 

Mr. Preston. I see. Is that December 1, 1960? 

Mr. Taruner. By December 1, 1960, we must report to the President 
the figures for use for the apportionment of the States. 

Mr. Froop. What do you mean by “very much quicker’’—2 years, or 
lyear,or2 minutes? What is a good, educated guess? 

Mr. Taruner. That is a difficult question to answer because in some 
cases it, will be different times. 

For the final population figures for individual communities and 
counties, we should be able to make that about 6 months more quickly 
than we did in 1950. 

Mr. Foon. Is that good ? 

Mr. Taruper. That is very good. For the more detailed tabulation, 
the cross tabulation—there we expect to cut off 12 to 18 months. 

Mr. Preston. I think it is right remarkable if you are able to do 
that because your figures are of tremendous significance. The sooner 
the better. 

Mr. Taruser. That is what we are working toward. 


USE OF SURPLUS EQUIPMENT 


_ Mr. Buresss. I would like to make a comment along the general 
issue you mentioned about using surplus equipment. 

Recently, I was out at Jeffersonville where we have an operations 
ofice doing geographic work getting ready for the census, and I saw 
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a good many items of equipment and a group of buildings, which wa 
surplus for the Quartermaster Corps of the Army, ms ide aval able ty 
us. Also, a lot of ae for reproduction and various jobs coul; 
be obtained from the GSA. 

We have located our agriculture work in Parsons, Kans., at a plac 
that was an ordnance shell filling station during the war. The m. 
chinery of the Government is making this available, and the GS\ 
tries to get. us equipment that we need, so the GSA is definitely fune 
tioning. Whatever things we need that the GSA or the Defens 
Dep: .rtment has av: ailable for other uses, we get if available in surphy 
T am really impressed with the way our people around the country 
are familiar with the requirements of a National Census and the ways 
those requirements can be met. 

Mr. Preston. Doctor, I think it should be said here that you ar 
fortunate that you have some very able assistants. 

Mr. Buraess. I appreciate it. 

Mr. Preston. Are there any questions on the 18th Decennial Cen 
sus? Mr. Shelley? 

COST OF TAKING CENSUS 


Mr. Suetiry. On page 142. Doctor, you have the figure $86,500,00) 
as the total amount for the taking of the census in 1960. 

Mr. Taruper. That is right. That is the total amount for that om 
fiscal year. 

Mr. Sueriry. That is the total amount for the Bureau for that on 
fiscal year, or just the total amount required for the taking of the 


decennial census for that fiseal year? 

Mr. Tarvuner. For the census only. 

Mr. Suetriry. Included in this breakdown are there any items it 
there that go into the general continuous operation of the Bureat 
which are not related to just the taking of the censns? 

Mr. Tarvser. No, sir. This $86,500,000 is related entirely to the 
taking of the census. 

Mr. Snerrey. Then what is your general approach to arrive at that 
fioure as being the amount needed ? 

Mr. Tarrerr. The major item in that figure is the field cost. 

Mr. Sreriry. May J interrupt? Looking at the breakdown, whieh 
gives us some idea, what is vour general pattern of arriving at this 
breakdown and coming up with this figure of $86,500,000 ? 

Mr. Tarverr. The largest sinele item in this is the enumeration of 
the ponulation and the housing in April 1960. We hive estimates of 
what the workload will be. and we have estimates of what it will cost 
to recruit and train and nut enumerators into the field, and supervis 
them, and check their work, and receive their work. 

Mr. Sueriry. Then how do vou arrive at that? Do your spot 
checks, that you run from time to time over the years, give you al 
estimate of that ? 

Mr. Tarveer. The cost of that? 

Mr. Srretiry. Yes. 

Mr. Tarvser. Partly it is the experience of the 1950 census and 
nartly it is our experience from surveys since then, and, we have had 
in the past year a number of detailed procedural checks in the field 
to give us a check on what it costs to do these various operations it 
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rms of the conditions today, and in terms of the desire to make it 
if possible for enumerators toearn a fair day’s pay. 

Mr. Suexiey. Is it the practice of the Bureau to take at the request 
of the States, cities, or counties special surveys from time to time, or 
do you do it on your own, from time to time? 

Mr. Tarser. We do it at their expense. 

Mr. Suetiey. At their expense / 

Mr. Taruper. Yes. We have donea great many of them. 

Mr. Suetxey. Does this give you the population trends and shifts 
and changes which m: Ly have a be saring on the figures presented here 4 

Mr. Tanuper. Yes. It is one of the items of e xperience we have used 
inarriving at these figures. 

Mr. Suetiry. This may be a useless question and the information 
may be in the material and I may not have noticed it. If it is, please 

all it to my attention. What is the difference between the amount 
requested here for taking the census in 1960 and the amount required 
for 1950? I say that with the full know ledge that perhaps there is a 
very definite wage differential in that 10-year period, 

Mr. Arexanper. In 1950 we actually spent $48,795,000, 

Mr. Suetiey. For that year only. Were there supplemental sums 
appropriated thereafter to pick up any lag? 

Mr. ALEXANDER. Yes, sir. 

Mr. Suetitey. What was the total of that amount, and over how 
many years is that? 

Mr. Atexanper. The amounts spent in the 3 succeeding years— 
fiscal 1951, fiscal 1952, and fiscal 1953—were respectively $26,749,000 
and $10,005,000, and $3,754,000 in the final year. That is about $301/, 
million in those 3 fiscal years. 

Mr. Suevitey. Thank you very much. As Mr. Flood said previously, 
he and I were not always good at some figures. That would be $48 
million plus $3014 million over the 3 following years, which would 
give you a total of about $7814 million, or $79 million actually. 

Mr. Burerss. The total figure was nearly $91 million. 

Mr. Arexanper. Whe had previously spent several million before 
1950. 

Mr. Suettey. What is your estimate of the total overall that has 
heretofore been appropriated by the Congress in the preparation for 
the 1960 census, that is, what you are asking for in this year’s appro- 
priation for taking it in 1960, and your estimate at this time of the 
probable lag that will have to be picked up over the next several years? 

Mr. Arexanper. Yes, sir. If I may first correct the earlier figure ¢ 
My addition was poor. It was over $40 million, instead of $30 mil- 
lion after 1950. It is 26.7 plus 10 plus 3.7 in the 3 years following 
1950, 

Mr. Sueniey. Then that would make the total amount—— 

Mr. Avexanper. That was in 1951, 1952, and 1953. This time by 
hoving ahead faster weethink we will need only about $21 million 
tofinish this census after 1960. 

Mr. Sueniry. Will you give us that figure again / 

Mr. Arexannper. $21 million ad litional. 

Mr. Burerss. This is in the total of $118 million. This is the figure 
Dr. Taeuber was giving before. 
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Mr. ALExANnDER. In the one we had before it was $40.5 million that 
was spent in the years following 1950. 

Mr. Suetiey. This improvement of this differential is attributable 
to new methods and new machine processes and new tabulating 
methods, Is that it? 

Mr. Taruser. The speedup comes in large measure from that, but 
there is one other very important element. In 1950 most of the in- 
formation in the census of the population and also in housing was 
collected for every household and every person. In 1960 most of the 
information is collected from one household in every four. The 
amount of information we are collecting from every person in every 
household has been sharply reduced, and this will speed up our field 
work, and it will substantially speed up our ability to move this 
material into tabulation and then we have more rapid tabulating 
equipment. 

Mr. Suetiey. Am I to gather, by that, that the effort will not be 
made to contact every householder ? 

Mr. Taruser. We will contact every household as heretofore. We 
will collect only a small amount of information from every house- 
hold, and for one household in four we will collect the remaining 
information. 

Mr. Suetiey. And strike a mean average on the results? 

Mr. Taruner. And get estimates of the results based on that survey. 

Mr. Suetiry. That is all, Mr. Chairman. 


QUALITY AND ACCEPTABILITY OF FINAL FIGURES 


Mr. Froop. Following that up, what is your opinion about the 
quality and acceptability of the final figure in view of this new 
method? Is this spot-checking type of thing vis-a-vis quality and 
vis-a-vis acceptability of the final total and the overall, as desirable, or 
are you sacrificing quality and acceptability for time, or how do you 
equate the whole problem ? 

Mr. Taruper. Yes. When you take or collect information ona 
sample basis you introduce a sampling error. We believe that the re- 
sult overall will be better, however, because this sampling procedure 
and the enumeration procedure which we are using will permit us to 
put more effort on getting better information. 

Let me go back a bit on that. In 1950 the enumerator was hired 
and then brought in and trained for a total of 16 hours. If this 
enumerator was in a rural area he received about 8 hours more. At 
that time he had to learn how to enumerate and had to learn what 
our particular definitions are, and how to handle our enumerations, 
and all of the other functions which are a necessary part of this 
And if he were in a rural area he had to learn all about the census 
of agriculture as well. The census of agriculture is being taken com- 
pletely separate so that the enumerator trained for agriculture learns 
only agriculture at this time, and therefore ought to be able to do a bet- 
ter job there. In the spring of 1960 the 160, 000 

Mr. Fioop. May I interrupt you? That is very clear, but is the 
enumerator, as well trained as he is, and as limited as he i is to agri- 
culture, going to touch one out of four farms? 

Mr. Taruser. No. Jn the farm census we deal with every farm. 

Mr. Fioop. Then your analogy is not complete. 
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Mr. Tarnuser. May I finish? 

Mr. Fioop. Oh, sure. But have you finished with agriculture? 
Mr. Taruser. Yes. I disposed of the agriculture because this by 
itself means the enumerator in rural areas in the spring does not have 
this distraction. 

Mr. Fioop. Then as far as agriculture is concerned, we are going to 
touch every farm and therefore with the limited scope of the activ- 
ity, plus the additional training, and limited to agriculture, it will 
follow, q.e.d., that the agricultural census for those reasons should 
be even better than the other; without any reasonable doubt that 
should follow. 

Mr. Tarnuper. Yes. 

Mr. Fioop. Now let us get to the other one. 

Mr. Taruser. I think the other source was that the enumerator in 
the spring now in rural areas can concentrate on population and 
housing. Here we propose to use a new system. 

Mr. Froop. Is your agricultural enumerator in his questionnaire 
going to include population and housing ? 

Mr. Taruser. No, sir. 

Mr. Froop. Then how does that part of your answer apply to my 
question? Are you going to hire him to do that job too, and are you 
going to take your agricultural men who covered your area on the 
agricultural job in October and November—are you going to hire 
those same fellows in February and March to do the population and 
housing census ? 

Mr. Tarver. If they are available in February and March. 

Mr. Fioop. I certainly hope you would. Don’t you? 

Mr. Taruner. Yes. I certainly hope we can. 

Mr. Fioop. But that is still only half the answer vis-a-vis agricul- 
ture. What about the big housing and population thing in the spring? 

Mr. Taruper. These 160,000 enumerators will be given 8 hours of 
training. They will then be sent out to do this contacting of every 
household and collecting the information for every individual. 

Mr. Fioop. In the spring? 

Mr. Taruner. In the spring. 

Mr. Fioop. Every one? 

Mr. Taruper. They must contact every household and collect a 
limited amount of information for every person in that household. 
By a limited amount of information I mean they get the name, the 
age, the sex, the color; whether the individual is married, single, 
widowed, or divorced: what his relationship is to the head of the 
household. That is all they collect about individuals. They also 
collect some information about the dwelling unit. 





EMPLOYMENT STATISTICS 


Mr. Froop. What about employment ? 

Mr. Taruser. Employment is collected from one in four. Having 
collected 

Mr. Fioop. Or, rather, unemployment. Either one. 

Mr. Taruper. These enumerators essentially have three jobs to do. 
One job is to find every household and every individual. ‘The second 
Job is to record this limited amount of information. The third job 
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is to determine in accordance with the procedures we laid down for 
them which is the one household in four. 

Mr. Froop. That determination is left to the discretion of the 
individual enumerators ¢ 

Mr. Taruser. No, sir. It is not in the discretion of the enumerator, 

Mr. Fioop. How is it determined ? 

Mr. Taruper. He is given « fixed procedure and in that procedure 
he is told exactly in what order he is to enumerate in his district, and 
how he is to go wp one block and down the next, and he is to assign— 
we are using the letters A, B, C, and D—and he is to assign these in 
order. In the last test we did, whenever he hit a B household, this 
was the one in four. At this point he leaves a questionnaire with 
the household and asks them to fill it in and mail it in. 

Having completed this assignment, then we select about one-third 
of the enumerators for the next round. We bring them back and 
have some additional training. At this point we can tell them what 
we mean by employment, what we mean by occupation and industry, 
what we mean by education and by migration, and what we mean by 
place of work and income. So that these enumerators when they go 
back now to clean up on this one household in four parts of the enumer- 
ation—— 

Mr. Fioop. When they go back the second time they only go back 
to the No. 4 house, if at all ? 

Mr. Taruper. If they have to go back at all. If the household filled 
in the questionnaire acceptably and mailed it in, they do not have to 
goback. If they have to go back—— 

Mr. Froop. They go back to mop up ? 

Mr. Tarvser. To! mop up. At this point they have had the experi- 
ence of the first round and have been specially trained in the concepts 
and procedures for the second round. In this sense we ought to get 
better quality than we could have had had we tried to pump all of this 
into these people at one time. 

Mr. Fioop. A very good answer. 

Mr. 'Tarcuser. Thank you. 


UNEMPLOYMEN'T AND UNDEREMPLOYMENT 


Mr. Froop. All right. Now, I am concerned about unemployment, 
and that is an understatement. However, with reference to its being 
included in your census, I have no objection to that. Of course, it is 
an excellent idea but I am concerned about certain things. I know that 
there were many suggestions and many ideas for enumerating that you 
could not meet and therefore you had to throw out. This is what you 
wound up with. 

Did you, with all of the proposals you were asked to include, come 
up against this? Did anybody ever ask you to make a sur vey of un- 
deremployment? I am not sure what under employment means, but 
there is such a thing as underemployment, which is of extreme value 
and importance to any of us who are trying to solve an economic prob- 
lem nationwide. We all know if you are not working you are unem- 
ployed, but there is a fantastic problem not only in the industrial and 
commercial w orld, but even more particularly in the rural areas as to 


what is known as underemployment. In the great farm areas, for 
example. 
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Now, you are going to have a special agricultural census, and while 
you do not know, some of your people should know that in the agri- 
cultural part of our economy there is a fantastic problem of under- 
employment. I have proposed legislation to try to meet that prob- 
lem—the so-called Flood-Douglas bill, which passed the Senate and 
is waiting here in the House for action. 

In the industrial area, and in my mining area, as an example, they 
say to me, “What are you complaining about, Flood? Your miners 
get $24a day.” That’s right, but they work 1 day a week. 

Now, that is underemployment. 

As well as the acute unemployment in such industrial areas and in 
agricultural areas, there is underemployment of equal seriousness. 
Certainly statisticians and experts in labor, in the Department of 
Labor, the Department of Commerce, and in your office, should be able 
to give birth to some kind of a yardstick which for your census taking 
would constitute a definition of underemployment. 

Has that question ever been before you? 

Mr. Taruper. That question has been given very serious considera- 
tion. We are collecting a variety of information that I believe will 
provide the kind of information that the analysts need in this field. 
For instance, for every person 14 years of age and over we will deter- 
mine whether he worked or did not work last week, and if not working, 
was he looking for a job. 

But, more importantly, how many hours did he work last week. 
We will also find how many weeks he worked last year. We will also 
get his earnings in terms of wages, salaries, commissions, and so forth. 

Mr. Froop. Could I ask this: Will you supply me, or do this for 
the record at this point? At your leisure, will you supply a compre- 
hensive and detailed answer to my question on this question of under- 
employment ? 

Mr. Taruser. I will be glad to. 

(The material requested follows :) 


INFORMATION CONCERNING UNDEREMPLOYMENT 


In recent years the Bureau of the Census has given increasing attention to 
“partial” employment and underemployment in its current reports and has 
shown the numbers and characteristics of workers who worked part time and 
those who worked only part of the year. As a matter of fact, part of the in- 
crease in “Salaries and expenses” for fiscal year 1956 was directed specifically 
to this matter. As stated in the justification to the Senate: “The budget request 
includes funds for special studies of problem groups for which information is 
not regularly collected. These include people who have jobs but are getting in- 
sufficient hours of work per week, or weeks of work per year, people who are 
not.reported as actively in the labor market but are available for work, and 
the employment history of workers in families with low incomes.” It has also 
reported on a national basis those part-time workers who would like to have 
full-time jobs. The decennial census reports have regularly provided a sub- 
stantial amount of information which may be used to identify underemployment. 
The census questions include the number of hours worked during the preceding 
week and the number of weeks worked in 1959. They also include the kind 
of work done and the amount earned in wages or salary. All of this informa- 
tion will be available separately for men and women, heads of families, and 
others, and by age, as well as by color or race. 

In addition, the census of agriculture provides information concerning farms 
on which there may be more or les underemployment. All farms are classified 
by economic class. These classes are based on the value of farm products sold 
and for those farms with a low value of product sold by the amount of off-farm 
work. The following table gives the number of farms in each of the classes 
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and the definitions used in 1950 and 1954. It may be assumed that in classes 
V, VI and on residential farms there is substantial underemployment. 

Similar figures will be available from the 1959 Census of Agriculture by 
county. 


Number of farms Criteria 


1954 1950 Value of farm Other 
products sold 







United States, total....| 4, 783, 021 5, 379, 250 |... 








Commercial, total... .-- 3, 327, 617 3, 706, 412 

















Ss Sodas aeaeon. 134, 003 103, 231 | $25,000 or more_...| None. 

Class IT__- cecil 448, 945 381,151 | $10,000 to $24,999__ Do. 

ar 706, 929 721, 211 | $5,000 to $9,999. __ Do. 

Class IV... nie 811, 965 882, 302 | $2,500 to $4,999___ Do. 

SO inc co ccnsiniieee 763, 348 901,316 | $1,200 to $2,499____ Do. 

Class VI..-... pi 462, 427 717, 201 | $250 to $1,199______| Less than 100 days of off-farm work 


by operator, and income of oper. 
ator and members of his family 
from nonfarm sources less than 
value of all farm products sold. 


— 


Other farms, total_-- , 455, 404 RAEN Bice anetee mcr ects eines 









Part-time... .......-. 574, 575 639, 230 | $250 to $1,199__....| 100 days or more of off-farm work 
by operator or income of farm 
operator and members of his 
family from nonfarm sources 
greater than value of all farm 
products sold. 

Residential. ____.-_- 878, 136 1, 029, 392 | Less than $250..._. None. 

Abnormal.._------- 2, 693 4,216 | Not acriterion.__.| Institutional farms, experimental 

farms, grazing associations, com- 
munity-project farms, etc. 






























Mr. Fioop. And would you be willing, Doctor—would you be will- 
ing to amend your justifications, and would you be willing to amend 
your publicity, and would you be willing to amend your PI releases 
and your propaganda effort, and all of that vast machiner y you have 
in motion? For instance on page 145 would you, after the word “un- 
employment”, add the word ‘ ‘underemploy ment”, without attempting 
to define what it means? If what you have just told me is true, there 
isno reason why you should not and could not. 

Mr. Burcess. We characteristically have included in employment 
a description of hours worked per week and weeks worked per year. 
The answers given on employment, therefore, dealt with underemploy- 
ment, covering both aspects; that is, fewer than standard number of 
hours worked per day, and fewer than—— 

Mr. Fioop. I know what it means, because I have been working 
with the sociologists who have unearthed this new term, and we use it 
now not intere hange: ibly with unemployment, but it is a ‘distinct socio- 
logical term—underemploy ment. We so use it here on the Hill in 
these hearings and in these laws. We mean exactly what we say. I 
am very anxious, and there are many others, as you can imagine, who 
want to know, whether in your gre: at effort you will recognize such a 
thing. Obviously you are going to § sample it, or your conclusions will 
produce an answer, and we want to know that that i is part of this tre- 
mendous effort of the census people. Because answering the unemploy- 
ment question you have statements of all of the great national leaders, 
and legislators, and members of the executive “branch, Everybody. 
The President, Members of C ongress, and the Secretary of Labor— 
everybody has figures on unemployment. They say their unemploy- 
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ment is so-and-so, and that the unemployment situation is so-and-so— 
it is good and it is bad. There is a great debate about that. But 
everybody is ignoring entirely a problem which might be more seri- 
ous, or at least deserving of equal attention, which is this fantastic 
matter of underemployment. 

Mr. Suettey. Will the gentleman yield there ? 

Mr. Fioop. Yes. 

Mr. Suetiey. Is what you are seeking some information on the man 
who is trying to acquire full-time employment, but for a long period of 
time can only get, through no fault of his own, part-time employment ? 

Mr. Fioop. Yes. Of course, that is what I am seeking. I think 
there will be available raw material and raw intelligence which when 
analyzed and sifted by people who do that, will give us all of the infor- 
mation we need from your census effort. What I want is for you to 
affirmatively identify yourself with and be aware of this problem as 
a part of your effort. Other than merely supplying this, and if you 
will just say so I will be satisfied—other than supplying and entering 
alot of raw material and intelligence and saying, “Well, anybody that 
wants it can get that—here are the figures”—other than that I would 
like to have you be aware of it. Any cowman that wants to analyze it 
can do it. I know that. But when we are on the threshold of this 
great effort, I want more than a beau geste for this great sociological 
and economic problem from the Census people. 

Mr. Burcrss. We have made a note of your interest in this termi- 
nology of underemployment and have recognized it as a phenomenon 
of employment of varying amounts and intensities. 

Mr. Fioop. Your very sentence might suffice for my purposes if you 
would say so. I do not want you to tell me in the hearing now like 
the judge in the trial of a case where a witness says something and the 
defense counsel jumps up and says, “I object,” and asks to have it 
stricken from the record, and then the trial’judge says to the jury, 
“Now I direct you to disregard that testimony.” I have been all 
through that for years. 

Mr. Orcuste. That is correct. May I contribute something here? 

Mr. FLoop. Wonderful. 

Mr. Orcuste. Recently the Office of Business Economics made a 
review of those employed in our work force and came out with some 
very interesting figures percentagewise, as to the number in the work 
force that made $6,000 a year and under, which came to 62 percent— 
27 percent made from $6,000 to $10,000 a year, and 11 percent made 
$10,000 a year and over. 

Mr. Fioop. Good. 

Mr. Orcuste. Of that 62 percent that made the $6,000 a year and 
under, two-thirds of our economy—is that where you want to find out 
about your underemployment? Under $3,000 a year, or under what? 

Mr. Fioop. I do not know what I want to know. 

Mr. Orcuste. Under $2,000 a year? That is what we are talking 
about in the Douglas bill. 

Mr. Fioop. Yes. 

Mr. Orcuste. This low-income farm population. 

Mr. Fioop. Yes; and the industrial too. 

Mr. Orcusie. The small farmer, the fringe man. 

Mr. Fioop. That is it. 
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Mr. Oxrcuste. He works a certain percentage of the time on the 
farm and the rest of the time he is working in a retail store, or gas 
station. 

Mr. Fioop. Lhopeso. If that is possible. 

Mr. Orcusix. Underemployment, but under what? What are you 
setting $3,000 a year? $3,500 a year ? 

Mr. Fioop. Let me tell you of what Dean Pound of Harvard Law 
School would say to that. He would ask me a question and I would 
talk for 20 minutes answering the question and telling him all I know, 
and then he would state, “Mr. Flood, you have stated the question. I 
know that.” What I want is the assurance of the Census people that 
they will affirmatively identify themselves with and recognize this 
as the kind of problem you obviously do. 

Mr. Orcuste. That is right. 

Mr. Fioop. But I wanted you to say more than, “Sure, we will have 
all of the information you want. It is in file A. Just have some- 
body go and look for it and I'll bet you it is there.” I know that too. 
You recognize half of the problem. I want you to recognize the 
other half in farm areas and in industrial areas and nationwide, 
There is no reason why not. This is more than semantics, Dr. 
Burgess. 

Mr. Oxcuste. Don’t forget it is a factor that is constantly changing 
all the time. 

Mr. Fxoop. Isn’t that interesting? You have again stated the ques- 
tion. It goes on, like Tennyson’s brook, forever. ButI know that 
and I need your awareness of it and I hope I get it. 

Mr. Burerss. I hope, Mr. Chairman and Mr. Congressman, that 
the reluctance here to say we will do so-and-so, you will understand, 
is because we do not consider the business of the Census Bureau to 
be one of making a complete analysis of all the data. Our major task 
is data collection. 

Mr. Fxoop. Doctor, you are like my intelligence people in the De- 
fense Department. They collect material, but do not analyze it. My 
trouble with the Department of Defense and our national intelligence 
is I have all of the raw material I want, but the analysis area is 
where the boners come up. That is why we have trouble with Amer- 
ican national intelligence in defense and in international politics. It 
is the analysis and not the raw material. We have all of the raw 
intelligence worldwide that we want, but our analyists are bad. I 
know that. I want you to—I do not want you to analyze anything, 
but I just want you to say and I want you to place the imprimatur 
of the great expert Burgess upon this problem. 

Mr. Burerss. I would not be an expert long if I staked that out 
on all of the jobs I run into. 

Mr. Fxioop. I do not want you to do that. You have come a long 
ways here. We will take one at a time. Unemployment is not the 
answer. That is the classical answer, but it is only a part of the 
answer. 

Mr. Bureerss. I was just reading this morning the remarks made 
by my friend the Commissioner of Labor Statistics, Ewan Clague, 
in the testimony before Senator Douglas’ committee, the Joint Eco- 
nomic Committee of Congress, in which he made an analysis of 
figures on unemployment. ‘This is reflecting the fact that we are 
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dividing differently the responsibility for employment and unem- 
ployment. figures. The Census Bureau will continue to collect and 
tabulate, but the publication and issuance to the public in that area 
will be consolidated under the Labor Department. We still have 
ideas here and there and we have the machinery and the current 
population survey of the joint committee under the auspices of the 
Bureau of the Budget. I still expect to get my oar in on some of 
the interpretation and the analysis, but it is not exactly within our 
function to make an analysis of the employment and unemployment 
figures. 

Mr. Fioop. I have not asked you to do that. 

Mr. Bureess. I am trying to make clear what I think our function 
is. ‘There is another point that I think is neglected, and I hope they 
will get at it. ‘That is, how many of the people classified as unem- 
ployed are actually unemployable. 

Mr. Frioop. Oh, yes. We have a pretty acceptable yardstick on 
that. The soc iologists, whoever they are, have pretty well made it 
clear to us that in any caseload of unemployment i in any given area, 
agricultural or urban, there is pretty much an accepted ‘and recog- 
nized percentage of the so-called unemployables—the “won’t works” 
or the “can’t works.” We are pretty well agreed on that figure and 
we accept a certain figure on it without too much debate. 

Mr. Burerss. If you can get at it that would be the sort of job—— 

Mr. Froop. Yes. We have that. And nearly all of our appropri- 

ations and Federal and State statutes in which we appropriate or 
allocate money for these purposes accept almost nationwide that 
figure as the minimum for the so-called unemployables, who either 
won’t work or can’t work because of illness, or age, and so on. It is 
not exact and it is not precise, but it is workable. 

Mr. Buroess. There is where I say we should get more light, on 
things of that sort. 

Mr. Fioop. Oh, yes. More precision on any of these things is 
important. 

Mr. Burorss. Yes. 


REAPPORTIONMENT OF CONGRESSIONAL DISTRICTS BASED ON 
POPULATION STATISTICS 


Mr. Fioop. One final question. A number of my colleagues have 
brought this to my attention and asked me to bring this up. I was 
not too aware of it myself, but they seemed to have become so re- 
cently, and I suppose it is because of what will amount to a reap- 
portionment in many areas based on your findings. 

The question is this: You have a certain sampling that you take, 
and you do this sampling by areas, and this is your analysis. You 
make it of Virginia, and Maryland, and the District of Columbia 
area. Now, for the purpose of the census the impression is that you 
are including dozens of thousands of people who are domiciled in 
the Metropolitan Washington area, but who are actually residents 
of congressional districts throughout the United States. The Bu- 
reau of the Census in this process fails to recognize the legal distinc- 
tion between domicile and residence. You have hundreds of thou- 
sands of American citizens who are residents of certain congressional 
districts who actually vote or are entitled to vote and are registered 
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to vote in those congressional districts under the election laws of the 
States and the Nation; but, on the other hand, they have no existence 
for the purpose of determining the population under the census of 
those districts, which is important to the congressional districts when 
reapportionments arise predicated on the census. You have vast 
numbers of males and females, registered voters of district A, who as 
a matter of fact are part of your census sampling for certain areas, 
and therefore you seriously affect the population in the census re 
turns, and therefore seriously affect reapportionment of congres- 
sional districts based on your findings, which up to that point are 
erroneous. 

Mr. Bureess. Well, you have a point there. And, incidentally, I 
say myself that I have two residences, a voting residence in—— 

Mr. Froop. You cannot have two residences. You are a resident of 
one place and you are domiciled some place else. 

Mr. Burcerss. This is your legal distinction. 

Mr. Fioop. That is the law. 

Mr. Burerss. It is not a distinction that we have in the Census 
Bureau. 

Mr. Foon. It is a distinction and a difference. 

Mr. Sueniey. You have several residences, but you have only one 
domicile. 

Mr. Froop. You cannot have several residences for the purpose of 
voting. 

Mr. Suetuey. No. That is right. 

Mr. Froop. And that is the problem, 

Mr. Burcess. TI vote in New York State on absentee ballot. 

Mr. Fioop. There are cases where people do vote in more than one 
place, Iam advised. There have been occasions in Pennsylvania. 

Mr. Burerss. Although living in the District of Columbia I do not 
have to pay taxes here as a Presidential appointee, but I have a domi- 
cle here and under the census rules I presume I will be recorded in 
the District of Columbia. 

Mr. Fioop. That is correct, and that affects its population. 

Mr. Burcess. But vour statement that this is a vast number I do 
not agree with. I do not think we have any figures which indicate a 
vast number are affected in that way. 

Mr. Fioop, Let us _ parentheses around the word “vast.” Will 
you accept “material”? 

Mr. Burcess. Have you any evidence of how many people will be 
affected 7 

Mr. Fioop. I am advised that certain of my colleagues, who shall 
remain nameless, are concerned with this problem, and i in borderline 
districts, that is, borderline insofar as redistricting is concerned in 
their States, that is determined by the action of their State legislatures, 
and their State legislatures act based upon your findings. “Based on 
your findings those State legislatures will redistrict that State, and 
they are acting upon findings which for that purpose are not bona 
fide. 

Now, are they material ? 


Mr. Taruprr. I believe there are two aspects of this. Under title 
9 


13, which is our basic law, the enumeration as it relates to apportion- 
ment must be on a 100-percent basis. The sampling procedure is not 
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used for that portion of the total count. The whole number of per- 
sons is established by going to every household and counting every 
individual in that household. We are not concerned with legal resi- 
dence; we are not concerned with domicle; we are concerned only 
with something called usual residence. The entire census count in 
1960 as in 1950 and as in preceding censuses deals with counting peo- 
ple at their place of usual residence. ‘This means in the end there are 
certain figures for certain groups of people for whom there might be 
some doubt. A person is counted at the place at which he lives. 

Mr. Fioop. “Lives.” ‘Thereby hangs a tale, Doctor, 

Mr. Taruper. Not in a legal sense. The place at which he physi- 
ally is present. 

Mr. Froop. At which he is present and domiciled. That is where 
he is in esse. At the moment the enumerator shows up and samples 
him, that point A. It is not his legal residence and the congressional 
district reapportionment is determined on population with legal resi- 
dence in that district. 

Mr. Taruser. No, sir. It is not legal residence. It is usual resi- 
dence. 

Mr. Froop. Usual residence. But do you not understand that my 
friends are concerned because 20,000 of their usual residents are usu- 
ally in the District of Columbia, or the metropolitan area of Wash- 
ington, and not usually in the congressional district that he speaks, 
except on election day. However, they are not contained in the re- 
apportionment and he is out of a job and he is very unhappy; and it 
is your fault. anon 

Now, I never heard of anything like this and I do not know 
whether this fallow knows what he is talking about. He tried to 
explain it to me and he was not very clear to me. Obviously it is 
clear to you so he must know what he is talking about. 

Mr. Taruper. We can only do what the law provides. 

Mr. Fioop. I forget whether there are a number or several of such 
cases. I do not know about that. Did anybody ever come up with 
this one before? I asked him, “Did you ever talk to these people?” 
andhesaid no. I said that is great. 

Mr. Taruser. I am not aware that the specific question you are 
raising now has been brought to our attention before. 

Mr. Fioop, Apparently he is in trouble next year or the year 
after. Maybe he is in trouble next year anyhow, whether he knows 
it or not, but he does not think so. He thinks you are about to damage 
him by « about 20,000 people. And if you take 20,000 people away from 
him and identify them here then you have knocked the district out 
of his State. 

Mr. Taruper. Tlie rules that will be used in 1960- 

Mr. Froop. The Member comes from the State of N ‘ew York. 

Mr. Taruser. The rules in 1960 are identical to those in 1950. 

Mr. Fioop. That does not make it good. That apparently is what 
he found out. That is bad. 

Mr. Taruper. At least it is uniform, and consistent. 

Mr. Froop. That is no answer. You have again stated the fact. 
U niformity and consistency can be an evil thing. There is no virtue, 
you know, in merely being uniform. The Communists and Fascists 
are a typic al example of ‘that. It does not follow that uniformity 
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and consistency is a shining virtue. What are you going to tell him! 
Let us not debate it now, but figure out an answer for this man, or] 
will send him down to you. 

Mr. Taruser. We will be glad to talk to him. 

Mr. Froop. But there may be some other fellows here, and you have 
a bear by the tail. If it is true you are guilty of a serious charge, 
Maybe you are not at all, but say something about it, will you? And 
don’t do it off the top of your head. 

Mr. Taruser. No. The rules that are followed are quite clear, and 
they do not take legal residence into account. 

Mr. Froop. You missed the point, my friend. I understand that. 
I understand that. But it does not follow it is correct in this man’s 
district. Now in what way can you identify and credit him with 
this usual resident who is merely domiciled here so that when you tote 
up this man’s congressional district he is entitled to have 20,000 more 
people in it asa matter of law? Not asa matter of the machinations 
of the Bureau of the Census which may or may not be a necessary evil 
constitutionally. 

The mountain labors and it brings forth a mouse, but that mouse 
to him is a raging lion. He has lost 20,000 people and still he has 
not really lost them at all. T hey are home at the right time, but the 
State legislature cannot take cognizance of it because they are not 
there you say, and that is because you knock that district out of his 
State—his district. He isa dead pigeon because of some statistics. It 
is like the Irishman who takes a look at the ostrich and walks over and 
takes a look at the camel—and he has had a couple of drinks, and he 
never saw a camel before—and then he takes a look at the giraffe and 
by that time he says to his friend, “There ain’t no such animal.” Now 
there is. 

Mr. Ecxirr. I wonder if I might comment on this problem a little. 
One of the problems here is to have a measure which you can get 
with some reliability. If you are going to inquire of people about 
their legal residence and where they might have a chance to vote, 
I would fear that the reliability of ‘the response would be very un- 
certain. The wife would not know, perhaps, or the person would not 
know, so you would have a great many more problems in getting the 
information. 

Mr. Froop. May I interrupt and then you finish your answer. I 
interrupt for the purpose of saying I do not concur. 

Mr. Ecxirr. Many, many people will, on a wishful thinking basis, 
perhaps give themselves a legal residence back where they used to be 
many years ago. The reliability of this kind of information I think 
would be far lower than the standards that apply to other census 
information. The result would be to get figures which do not repre- 
sent reality. They represent something far below the standards of 
reporting which we want to have. 

Mr. Froop. I do not think you have any right, even as an expert, to 
reach such a conclusion that the reliability of the aver age American 
citizen—and we are talking about the average as a yardstick for 
your efforts—can be questioned. When you say that the average U.S. 








citizen, male or female, does not know where he or she votes by State, 
under no circumstances could I believe that. And when you say that 
the average American citizen does not know whether or not he or she 
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even has the right to vote, regardless of State then, of course, I can- 
not believe that. 

Mr. Preston. You will find plenty of them that do not know, Mr. 
Flood. 

Mr. Fioop. There are plenty of them that do not know the name 
of the precinct, or the name of the district, or the ward, but not any 
appreciable number, Mr. Chairman, who are not aware of the State. 
Many, many people did not vote, and many, many, many people who 
do not vote know precisely why they do not vote. 

Mr. Preston. A lot of them I find do not know where they are 
registered and whether they qualify, or whether they are still on the 
list or have been knocked off. You have so many different election 
laws. If you cannot vote in two consecutive elections you may be 
cut off in some cases. 

Mr. Fioop. I have no quarrel with that. I donot mean that. And 
unless you want to adopt it, I do not think you meant that. 

Mr. Ecker. That-.is part of it. 

Mr. Fioop. I meant by State. That would not be the Congress- 
man’s problem. Here you have a constitutional entity functioning 
as provided by the Constitution. It is a high duty. The Bureau of 
the Census is a constitutional office of which there is none higher. 
That being the case they must function, but we must not let their 
enthusiasm and their modernity so to act that they defeat and destroy 
and frustrate an equally dignified section of the Constitution—namely 
congressional reapportionment predicated on that very action of an- 
other constitutional right, the Bureau of the Census. It isa dangerous 
thing, and the fact that it costs money, and the fact that it is a practice 
and the fact that it is serious is no excuse for not doing it properly, 
if it isa problem. 

Mr. Taruser. Mr. Chairman, may I point out that the Apportion- 
ment Act of 1941, which is the basis on which the apportionment is 
computed, makes no reference to legal residence or voting rights, but 
refers simply to the whole number of persons who are in each State. 

Mr. Fioop. I understand that. 

Mr. Taruper. And that is what we attempt to cover. 

Mr. Fioop. Yes. I understand that, but there has developed for 
your information a serious question raised by one of my colleagues 
from the State of New York. He is no amateur. I told him I will 
see the chairman and ask for you to have the right that I never heard 
of anybody having before, of coming here and presenting his question 
to you himself. He said he did not want to do that and he tried to 
explain it tome. I think I understood what he meant, but I am not 
even sure at this minute. But the fact that you never heard it before 
does not permit you to say it is not as serious as I indicate it is. And 
the fact that you think you have given me an answer is not to me an 
answer, 

IT want you as a matter of the highest policy—and of your policy 
now and beyond—in the Bureau of the Census to examine this 
presentation and to present your position on it. And I want it done 
not by the statisticians and not by the technical managers, but I want 
you to include if necessary the Attorney General of the United States 
by written opinion. 

Mr. Preston. Will you yield for a question on that point ? 
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Mr. Froop. Yes. 


Mr. Preston. When your enumerators are taking the census, if a 
person says to the enumerator in the District of Columbia, let us 
say, “I am a legal resident of Pennsylvania”; if he volunteers that 
information, would the enumerator use that information? Eventu- 
ally, would that paper or form showing this man saying he is a legal 
resident of the State of Pennsylvania—would it ever be credited to 
Pennsylvania ? 

Mr. Taruser. No; it would only be in one circumstance. If this 
man says, “I am simply a visitor here and I live in Pennsylvania,” 
then we ask him, “Is there anyone at that address who would nor- 
mally report you to the census taker there?” If he says “No,” then we 
take the record and send it back and credit it to Pennsylvania and 
not to the place where we saw him as a visitor. But if he is living and 
working in Washington and has his home here, and says, “I am a 
legal resident of Pennsylvania,” then we would not. 

Mr. Fioop. Why not ? 

Mr. Preston. Mr. Flood, by trying to cure one situation you create 
another. 

Mr. Fioop. What is that ? 

Mr. Preston. He would have false information about the District 
of Columbia. If you credit people who are able to go back to New 
Jersey and Pennsylvania and Delaware to vote, then you will have 
very false information about the District of Columbia. 

Mr. Fioop. No. You have double figures. You have this man 
being in esse in the District, which is what they do now under their 
traditional practice; and he is here. 

Mr. Preston. But you cannot carry him in two places. 

Mr. Fioop. He is at 14 South Main Street in the District of Co- 
lumbia. There is no question about that. They look at him and 
they so report. And they have been doing it for 100 years, but there 
is no reason why on the next line they do not list the next figure for 
the State of Pennsylvania or State of Georgia as a mere detail. It is 
a very serious and important one, apparently, to some of my col- 
leagues. Serious. Important. And I see no reason why it is nota 
condition precedent almost. The fact that nobody thought about it 
before has nothing to do with the case at trial at all, if it 1s a fact and 
a material one. 

I would like this decided as a matter of policy and as a matter of 
law because it affects the reapportionment of congressional districts 
based upon census figures which are misapplied. 

Mr. Preston. It strikes me while this is not a lightweight matter 
and one for 

Mr. Fioop. I have no opinion about it myself because I do not know. 

Mr. Preston. I realize it deserves to be considered but it seems to 
me that it would be somewhat beyond the scope of the Census Bu- 
reau to undertake to establish a legal residence for an individual. 

Mr. Fioop. I would not want that done and I would agree with 
that. They are not a fact-finding agency but a reportorial agency. 

Mr. Preston. But in order to credit a person to a State, as you are 
suggesting, they would have to be a determining agency in determin- 
ing what this man’s legal residence is. 

Mr. Fioop. No. They would make no more determination in that 
case, Mr. Chairman, than being mere inquisitors. The facts will 
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speak for themselves. They would decide nothing. If there would 
be any legal question about that man being a resident of the State of 
New York that would not be his say-so. That would be a question 
to be determined by the Board of Election Commissioners in that 
election district if the question ever arose. It is not a question for the 
Bureau of the Census and it is not a question for the man who is in 
esse. If the question ever arose it would have to be answered by the 
tribunal responsible for making that decision, which is the local 
registration commissioners and the law of that State. Not these 
people. They are mere enumerators and inquisitors, and not fact 
finders. 

Mr. Preston. May I suggest Dr. Burgess send you a written reply 
to this proposition ? 

Mr. Fioop. Yes. I am not making any statement or answer here, 
but I am merely stating the question. My opinions have no more 
value than anybody else’s. I am rephrasing and repeatedly restat- 
ing the problem. It is an answer I want. I am not giving any. 

Mr. Preston. All right. Mr. Horan. 


EFFECT OF POPULATION INCREASE ON AGRICULTURAL PRODUCTION 


Mr. Horan. First of all I want to join with the chairman in com- 
mending you folks, Dr. Burgess and your helpers, for keeping your 
budget reasonably in line. I think it is commendable and I hope you 
keep it up. I have been interested, of course, in the balance between 
population and our food supply. I have read quite a few things on 
that. I believe it was about 170 years ago that Malthus said we had 
to have famine and pestilence and war in order to balance the food 
supply with world population. Of course, we have had a lot of 
changes since then. 

We have had quite a bit of discussion in our Subcommittee on Ag- 
ricultural Appropriations on whether we might expect to become too 
blocked so to speak with regard to the available tillable acres in the 
United States in comparison to the population. We heard earlier 
that the population as of today was 176,600,000. 

Mr. Burcess. Or thereabouts. 

Mr. Horan. Or thereabouts. I believe it increased about 43 million 
souls since I came to Congress. 

Mr. Preston. How many did you say ? 

Mr. Horan. About 43 million, if my figures are correct. The pop- 
ulation in 1940 was 131 million, according to the World Almanac— 
131,669,275. We are having a tremendous increase in population 
and of course our acres are limited. Of course, there is much specu- 
lation that the acreages that today produce the surpluses that bother 
us, may not be producing surplus for very long in view of our growth 
populationwise. There is speculation as to just when we might 
expect our population to balance that. I wonder just for the record 
if you could supply the 18 census figures winding up with the esti- 
mate of what you have in the United States now. 

Mr. Burcess. Running from the first census right down to now? 

Mr. Horan. Yes. That should not be too much. 

Mr. Orcuste. We can get that. 
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Mr. Horan. It would be of interest to people, especially those con- 
cerned with it. What is the effect of Alaska and Hawaii on the fig- 
ures for the United States? Are they included now? 

Mr. Taruser. They will be included in the census. They were not 
in the figure which was just read but they will be included as States, 
We counted them in 1950 as Territories for population figures but 
they will be counted as States in 1960. 

Mr. Horan. You will make an analysis of all these censuses, it 
includes types of land, or things like that ? 

Mr. Tarvser. I am sorry, I did not understand. 

Mr. Preston. You will make an analysis of the various censuses! 

Mr. Tarver. Surely. 

Mr. Horan. Yes. Coupled with the agricultural census will that 
include types of land, or things like that? 

Mr. Taruper. Not types “of land, but land use. The land and 
farms will all be classified as to whether it is in crops or pasture or 
in woodland pastured and woodland not pastured, and whether con- 
servation practices are being followed on that land, and then the 
wasteland. 

Mr. Horan. In the hands of a proper student that would be quite 
eloquent, would it not? 

Mr. Taruper. Yes, sir. 

Mr. Horan. I suggest, Mr. Chairman, that this would be very in- 
teresting and I w ill be very anxious to see that analysis of the work. 

Mr. Taruser. We could supply you, sir, with some of the analyses 
that were made following the 1954 Census of Agriculture and also 
the 1950 Censuses of Population and Agriculture. 

(The material referred to follows:) 


Population: 1790 to 1960 (Continental United States) 


Census date : Population | Census date—Con. Population 
Ay Ce 2) oe 3, 929, 214 1880 (June 1) -..... 50, 155, 783 
inno (Ager 4)... —. 5, 308, 483 | 1890 (June 1)_-_--- 62, 947, 714 
1810 (Aug. 6)------ 7, 239, 881 1900 (June 1) ...... 75, 994, 575 
nee tage: 7) s.—.5 9, 638, 453 1910 (Apr. 15) ...... 91, 972, 266 
1880: {Jane 1)...... 12, 866, 020 1990. @Jan.- 4) =. 25 105, 710, 620 
1840 (June 1)__---- 17, 069, 453 SOSD CBee 8) a cc 122, 775, 046 
1850 (June 1)_._._._. 23,191, 876 Ipae: {A0r, 1) oo nenn 131, 669, 275 
1960 (June 1)_-__-_ 31, 443, 321 ieee Tae. 2 Sank 150, 697, 361 
1870 (Jane: 1)...... 39, 818, 449 1000 {Agr 17 i22i0: +180, 000, 000 


1 Estimated, including Alaska and Hawaii. 
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The trend in land utilization 


{Continental United States exclusive of Alaska] 














Uses of land | 1900 1910 1920 1930 | 1940 1950 1954 
Million | Million | Million | Million | Million | Million Million 

aeres acres acres | acres | acres acres acres 
Cropland !- 319 347 402 413 399 409 304 
Farm pasture 2. 276 284 328 379 461 485 526 
Grazing land not in farms 3___ 768 739 661 578 504 400 353 
Farm woodland (pastured and not pasture a). 191 191 168 150 157 220 197 
Forest land not in farms (not grazed)¢ : 175 | 162 160 208 203 201 | 238 

Farmsteads, roads, railroads, urban areas, | 

parks, and other land-._--- 174 180 184 | 175 181 | 189 196 
Total | 1,908 m3 ,903 | 1,903} 1,903| 1,905] 1,904| 1,904 








1 Includes soil-improvement crops, summer fallow, and land seeded to crops for harvest the succeeding 
year. Cropland acreages are for the year preceding the date of the census except for 1954. 

2 Open pasture in farms, including cropland used only for pasture and other plowable pasture. 

‘Includes grassland, arid woodland, brushland, and forest land grazed. 

‘Excludes forested areas reserved for parks and related uses and arid woodland, brushland, and forest 


land used for grazing. 


Mr. Horan. The etfect of technology and other research has of 
course disqualified some of the statements made 8 years ago regarding 
the effect of population increase on our food surpluses, but it is gnaw- 
ing away at them. However, it seems to me to be inevitable that at 
some future date we will face that problem. What is your opinion? 

Mr. Taruser. Well, I do not know that I have an opinion on that. 
While you were speaking I just jotted down the rate at which the 
population is growing now. We are growing at 1.7 percent per year 
and I believe our agricultural production has grown somewhat more 
rapidly than that. 

Mr. Horan. It has in the last 10 years. It has created some of our 
consternation. We are attempting to legislate intelligently up here 
and I assume at some future date we will have that problem licked. 
That is all, Mr. Chairman. 

Mr. Preston. Unless we have some further questions that will con- 
clude the hearing on the Bureau of the Census. It has been very 
interesting, gentlemen. We enjoyed it. 
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Fripay, May 1, 1959. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
WITNESSES 





HORACE B. McCOY, ADMINISTRATOR, BUSINESS AND DEFENSE 
SERVICES ADMINISTRATION 

WILLIAM C. TRUPPNER, DIRECTOR, OFFICE OF INDUSTRIAL MOBI. 
LIZATION 

PHILIP G. ASHER, DIRECTOR OF ADMINISTRATION 

JOHN C. GREEN, DIRECTOR, OFFICE OF TECHNICAL SERVICES 

VICTOR ROTERUS, DIRECTOR, OFFICE OF AREA DEVELOPMENT 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 


SALARIES AND EXPENSES 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 





























Program by activities: 
1. Industries and commodities-_-- aan pees $2, 843, 467 $3, 519, 000 $1, 819, 000 
2. Marketing and distribution. _...._....-..._-- wanted 164, 649 261, 000 261, 000 
3. Technical information..----- i Lacaeiieletateenl etmeteceatail 455, 287 1, 001, 000 1, 001, 000 
4. Area development. _-_........--- meennane pecan 395, 393 218, 100 300, 000 
om IN No as acer pianos aoe eaaek wee 2, 193, 741 2, 346, 000 2, 346, 000 
6. Executive direction. .___- aoa ones ; iewecken 247, 454 303, 000 303, 000 
enn OU i ccna ae 6, 299, 991 7, 648, 100 6, 030, 000 
Financing: 
Comparative transfers from (—) other accounts--_-_--.---.-- — 440, 280 —7, 900 |.......<ceee 
Unobligated balance no longer available ; i 29, 795 anissaeiecel eae 
New obligational authority - - ioewmaseioe ee 5, 889, 506 7, 640, 800 6, 030, 000 
New obligational authority: 
Appropriation __ i sis eeeeanskas 5, 889, 506 6, 800, 000 6, 030, 000 
Transferred (64 Stat. 1263) from— 
“Salaries and expenses, genera] administration’’.......]...-...---..-.. 01, O00 leadnaneae 
“Salaries and expenses, Office of Area De velopment”’- Sdosbiea tkumbin 200, 000 |_- acca 
Apnropriation (adjusted) . . ....--....-2...----000--- 5, 889, 506 7, 037, 000 6, 030, 000 
Proposed supplemental due to pay increases__-.........------ j->nemewennetie G05, 600 |.....s.ccan 








Odje ct c een ation 




















13 Refunds, awards, and indemnities__....._........__-__- 6, 815 5, 000 
15 Taxes and assessments._............-.- ca ae 2,416 2, 500 





DE NII ice oc eee 2 a ockcacke man wodabaen ; 6, 299, 991 7, 648, 100 


1958 actual 1959 estimate | 1960 estimate 
Total number of permanent positions : ath 739 845 
Full-time equivalent of all other positions m= - ; 3 , 4 
Average number of all employees a. : ae = 660 
Number of employees at end of year ; 72 22 809 
Average GS grade and salary ; 8 - _%, co $7, 411 
01 Personal services: 
Permanent positions ss $5, 240, 57 $5, 958, 400 $4, 719, 300 
Positions other than permanent , 33, 788 31, 000 42, 000 
Other personal services : 23, 972 25, 600 22, 000 
‘Total personal services , : 5, 298, 334 6,015, 000 4, 783, 300 
Be ARNE one a cies onesies ; sate ieearaiareasse aca 123, 677 179, 500 121, 600 
03 ‘Transportation OTS SSE ie REISE a, 19 27S 5, 515 8, 800 8, 800 
04 Communication services............-- 5 dota dindinnis 146, 830 166, 000 136, 200 
05 Rents and utility services_____- ms: sentra Rtebaanbn a BIS F. ccvunnccunuscttaaasemeae 
06 Printing and reproduction A ; ate 127, 667 322, 400 298, 500 
07 Other contractual services Sh Se eae 37, 827 71, 700 51, 100 
Services performed by other agenc ies Ge eee 156, 996 392, 200 233, 700 
08 Supplies and materials re eh eka tebe veitie wita 47,810 54, 000 45, 100 
09 Equipment dmeae eis ‘3 ane 30, 369 45, 000 39, 500 
11 Grants, subsidies, and contributions Sad : : 315, 362 386, 000 304, 700 
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Mr. Preston. The committee will come to order. The next item we 
will take up is the Business and Defense Services Administration, 
found on page 30 of the committee print. We will insert in the 
record at this point pages 301 through 313 of the justifications. 

(The pages referred to follow :) 


GENERAL STATEMENT 


The appropriation request for the Business and Defense Services Adminis- 
tration for fiscal year 1960 is $6,030,000. This compares with the $7,648,100 
estimated available for fiscal year 1959. However, when adjustment is made 
for the method of funding the activities directly related to the agency’s defense 
mobilization program, the amount being reqeusted for fiscal year 1960 from all 
sources would permit carrying on the agency activities at approximately the 
fiscal year 1959 levels. The mechanics of the adjustment are described below. 

For purposes of preparing the budget request of the Business and Defense 
Service Administration for fiscal year 1960, the agency’s activities have been 
divided into two broad groupings. ‘The first of these consists of those programs 
designed to promote and develop the commerce and industry of the United 
States. Carrying out this statutory responsibility of the Secretary of Com- 
merce for contributing to the economic growth of the Nation has become in 
recent years a major element in the total effort to insure national security. A 
more detailed description of these activities is provided under the activity 
heading “Industries and commodities.” The second group of activities are those 
directly related to the nonmilitary industrial mobilization program of the Gov- 
ernment. In recommending the appropriation of funds for fiscal year 1959, the 
Appropriations Committee of the House of Representatives indicated that it 
would be expected that mobilization functions delegated to the Business and 
Defense Services Administration by the Office of Civil and Defense Mobilization 
would be funded under the budget for the latter agency and would not appear 
in the Commerce appropriation request. This has been done. 

The division of the BDSA budget in accordance with the committee’s request 
applies solely to the program activity termed “Industries and commodities.” It 
is in this activity in which both defense mobilization and essential nondefense 
programs are carried on. With the exception of a few positions, the time of 
each person included in this budget item is devoted partly to defense and partly 
to nondefense activities. An analysis has been made of the time devoted to each 
of these programs by each person. On the basis of these time records, the sum 
of $1,700,000 is estimated to have been spent during 1959 on activities directly 
related to defense mobilization and delegated by the Office of Civil and Defense 
Mobilization. Accordingly, of the total estimate for “Industries and commodi- 
ties” ($3,519,000), $1,700,000 has been included in the OCDM budget. The re- 
maining $1,819,000 is included under the activity “Industries and commodities” 
in this appropriation request. 

In order to round out the picture of the total activities of the Business and 
Defense Services Administration, a brief statement of the defense mobilization 
activities carried on and for which funds are being requested by the OCDM is 
attached to this statement as appendix A. The remainder of this budget state- 
ment will be limited to a description of the activities for which funds are re- 
quested through this committee. 

The “Industries and commodities” activity consists of the Office of Industrial 
Mobilization and 25 industry divisions, each specialized in a particular manu- 
facturing industry or industries. The programs carried on under this activity 
consist of projects directly related to the industrial mobilization programs of 
the Government, basic economic projects and studies designed to support and 
strengthen national security, and actions to meet special requests of the business 
community, the Congress, other executive branches of the Government, and the 
public. 

As has been pointed out, funds for the “Industries and commodities” activity 
would remain at the same level for nondefense activities, $1,819,000. However, 
this amount includes an adjustment which contemplates reducing the funds 
available for the Construction Industry Division by $100,000 and the use of a 
like amount to conduct the study required of the Secretary of Commerce by the 
Postal Policy Act of 1958 (Public Law 85-426, May 27, 1958). This law directed 
the Secretary of Commerce and the Administrator of the Small Business Ad- 
ministration to conduct separate studies of the effect of the graduated increases 
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in postage rates of third-class bulk mail made and to submit separate reports 
with appropriate recommendations. 

The “Marketing and distribution” activity consists of the Office of Distribu- 
tion, which develops and coordinates the Department’s program of distribution 
and marketing research for those businesses engaged in the distribution of goods, 
and disseminates market facts and distribution information to Government, in- 
dustry, and business. The sum of $261,000 is requested for this activity for 
fiscal year 1960. This is the same as the level for the current year. 

The “Technical information” activity consists of the Office of Technical Sery- 
ices, Which serves as a clearinghouse for Government technological information 
and translations of foreign technical material of interest to Government agen- 
cies, business, industry, and the general public. This is accomplished through 
(a) compiling and disseminating scientific and technical data primarily from 
Government research, ()) assisting industry to develop simplified practice recom- 
mendations and commercial standards, (¢c) serving as a center of information on 
mutual aid organizations of businessmen as well as professional associations 
and engineering and technical societies, and (@) integrating through a National 
Inventor’s Council the creative ideas of the American people into the Govern- 
ment’s research and development programs. The sum of $1,001,000 is requested 
for this activity for fiscal vear 1960. This is the same as the level for the 
current year. 

The area development activity consists of the Office of Area Development 
which provides technical assistance and field consultation to State and local 
groups who request guidance in organizing and carrying out economic develop- 
ment programs. It conducts research on the various possible uses for the 
resources of areas, industrial location advantages of areas, industrial growth 
trends, successful community experiences, and other resource and development 
matters useful to area development. It plans, develops, and administers pro- 
grams of assistance to States, communities, and private area development organ- 
izations by stimulating research in, and the use of, the latest technology on new 
products and methods especially suitable for helping to strengthen or establish 
local industries in areas of labor surplus, one-industry communities, and other 
areas needing diversification. It provides a clearinghouse of technical and 
advisory services on industrial location problems for local groups, manufac- 
turers, and others. The sum of $300,000 is requested for this activity for fiscal 
year 1960. This is an increase of $80,900 over the current year. 

The field offices, directed by the Office of Field Services, carry out the field 
programs of the BDSA, the Bureau of Foreign Commerce, and the Office of 
Business Economics. The sum of $2,346,000 is requested for this activity for 
fiscal year 1960. This is the same as the level for the current year. 

The executive direction activity consists of the immediate office of the Admin- 
istrator and a small administrative staff which provides central personnel, 
budget, and administrative services for the Agency. The sum of $303,000 is 
requested for this activity for fiscal year 1960. This is the same as the level for 
the current year. 


Appenprx A. DEFENSE MOBILIZATION RESPONSIBILITIES OF BDSA 
GENERAL 


BDSA acts as the delegate agency of the Office of Civil and Defense Mobiliza- 
tion with responsibility for achieving maximum utilization of the production 
resources of the Nation to meet any type of national emergency. Administra- 
tion of priority powers assists in assuring completion of current military and 
atomie energy programs of production and construction. Authority for BDSA 
to allocate materials in the civilian economy is currently included in the Defense 
Production Act when certain conditions exist. A series of programs are con- 
ducted with the objective of developing maximum readiness to meet the demands 
on industry resulting from either a limited war or a general war with a nuclear 
attack on the United States. 


I. ADMINISTRATION OF TITLE I OF THE DEFENSE PRODUCTION ACT (AS AMENDED) 


Title I of the Defense Production Act of 1950, as amended, authorizes the 
President to compel the acceptance and performance of defense contracts (DOD 
and AEC programs) by the use of priority powers. By delegation, BDSA ad- 
ministers this authority through a series of orders and regulations titled the 
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Defense Materials System. Programs such as IRBM, ICBM, or satellite, as des- 
ignated by the President are accorded superpriority treatment to insure their 
taking precedence over other defense programs. In addition to insuring that 
current defense production and construction remain on schedule, the DMS pro- 
vides a working system for use in promptly and effectively controlling the Na- 
tion’s economic resources in the event of war. 


Il. RECOMMENDATIONS CONCERNING THE NATIONAL STOCKPILE OF STRATEGIC AND 
CRITICAL MATERIALS 


BDSA reviews the complete supply-demand picture on stockpiled materials, 
programs for upgrading and disposition, purchase specifications, storage prac- 
tices, diversion of shipments and the results on the stockpile of technological 
obsolescence. This year all (75) stockpiled materials are being reviewed and 
analyzed in the light of revised mobilization goals. Current holdings and pur- 
chase commitments for stockpile come to $7.5 billion. 


III. SURVIVAL ITEMS PROGRAM SUPPLY STUDIES 


Comprehensive national studies of the availability of survival items (175 out 
of the total 225 are under BDSA jurisdiction) are being undertaken through a 
series of surveys at the manufacturers, wholesale and retail levels. These studies 
of supply form an indispensable basis for the OCDM recommendations on the 
national survival items stockpile procurement program, 


IV. PROTECTION AND CONTINUITY OF THE NATIONAL INDUSTRIAL PLANT 


This program is designed to afford American industry with information on 
the effects of nuclear weapons and to assist industry in planning so as to mini- 
mize weapons effects on postattack production capability. Emphasis of the pro- 
gram must now be concentrated in the field of producers of survival items. 


VY. IDENTIFICATION AND RATING OF INDUSTRIAL FACILITIES OF PRIME IMPORTANCE 
TO THE NATIONAL DEFENSE 


The Secretary of Commerce has the responsibility for establishing security 
ratings for industrial facilities based upon their relative importance to national 
defense. This responsibility is carried out by an Industry Evaluation Board 
in BDSA through the review and analytical efforts of the industry divisions. 
The results of these identifications form the basis for many non-military-defense 
activities including industrial defense, reduction of vulnerability, counter sub- 
version, physical plant protection, and the like. 


VI. ASSESSMENT OF POST ATTACK PROTECTION CAPABILITY 


In cooperation with other agencies (AEC, DOD, AFSMT, HEW) and selected 
industries, BDSA is studying the effects of enemy attack on end-item producers 
(containers, antibiotics, ete.), their chain of suppliers of materials and com- 
ponents. The studies of the vertical chain in the production process will afford 
a more realistic picture of the results of an attack on production capability 
and illustrate the difference between surviving potential capacity and actual 
capability of production. 


VII. EXPANSION GOALS AND RAPID TAX AMORTIZATION 


While the rapid amortization program is now restricted to defense items and 
research, a number of new cases on which BDSA comments is requested (con- 
cerning the adequacy or availability of existing facilities) continues. Post- 
certification requests, such as time extensions and amendments, continue as well. 
Our industry divisions receive semiannual reports from industry on the progress 
of certified facilities toward completion and maintain a current record of new 
production capacity obtained through this incentive. 


VUI, SUPPLY-REQUIREMENTS STUDIES, COMPONENTS STUDIES, AND FACTS FOR 
EMERGENCY DECISION 


BDSA has recently completed a revision of a supply-requirements study estab- 
lishing levels of essential civilian and defense-supporting products and materials 
for a wartime economy. These studies in general determine the feasibility of 
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providing the logistics support for the strategic military plan for limited war and 
form the basis for determining strategic stockpile levels. Studies of industrial, 
military, and essential civilian production and construction give us statistical 
facts for the administration of title I of the Defense Production Act during an 
emergency period. Collaterally specific components of a critical production 
and supply nature are studied from time to time at the request of and in collab- 
oration with AEC and DOD. 


Ix. PRODUCTION CONTROL SYSTEM FOR MOBILIZATION INCLUDING THE PREPARATION OF 
STANDBY ORDERS AND REGULATIONS 


As a result of experience and the various studies of supply, stockpile, total 
requirements, and industrial capacity, BDSA is formulating a system of controls, 
regulations, and orders to be appropriately instituted at Presidential direction 
in an emergency. The basic framework of the system is now in existence (De- 
fense Materials System) and the expansion of this system when required can 
be readily undertaken. Collateral orders under study and development will 
be instituted if needed to augment the basic allocation program to cover materials 
and products not available in required quantities during the emergency. 


X. THE EXECUTIVE RESERVE PROGRAM 


At the present time, BDSA as the production agency for an emergency has 
over 900 designated executive reservists and has been authorized to recruit up 
to 1,500. These reservists stand ready to become a part of our staff when 
called and must be kept informed and trained on mobilization plans and in 
current mobilization activities. A program of recruitment is being developed 
to assure a greater degree of dispersion of the reservist force so as to reduce 
losses due to attack. The establishment of regional production oftices, armed 
with adequate records, will permit us to assign centers closer to the reservists 
so that each reservist can report and ready himself to assist in our national 
effort. 
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Summary of requirements 


TOT ISTIO CADP CRORTIAL TIL) oo ov ie coc ckn ccc cesoeeccssencseces se ; Sodthuneed 
Add: 
Proposed supplemental due to pay increase____._--..--- 5 $603, 800 
Additional compensable day over 1959- . -- 2 ebitee on 22, 900 
Transferred from (64 Stat. 1263) from ‘‘Salar ies and e xpe nses,’ ’ general adminis- 


Total_- 
Deduct: 
Portion of 1960 budget being re quested in OCDM budget-. 
Collection of construction statistics data requested in the 1960 Bureau of Census 
Budget sas persis 


Total deducted. _----- 


Base for 1960_____- 
Net difference, 1960 over 1959: 


Requirements Difference, 
jincrease (+-) 
or de- 
1959 1960 crease (— 
adjusted estimate 





Industries and commodities....___-- ..---] $1,729, 200 | $1, 819, 000 +$89, 800 
Marketing and dist ribution..._----- 261, 800 261, 000 —800 
Technical information Nelsen ace? an 1, 001, 000 —2, 400 
Area development- .--.- De teat th ; 219, 100 300, 000 +80, 900 
Field offices_.._- ; ee Tee Ke sa ..| 2,353,500 | 2,346,000 —7, 500 
Executive direction. eee 304, 000 303, 000 = 000 


Gross requirements. ---.----- 5, 871,000 | 6,030,000 





Total estimate of appropriation, 1960 





8961 “0 “AON 
possoiduy 











000 “0€0 ‘9 


008 ‘% 
000 
OOL “HOE 


00 “6E 
OOT ‘Sh 
O0OL “EE% 
OOT ‘Ig 
00S "86Z 
00Z ‘9ET 
008 ‘8 
009 “IZ 


008 “ESL 'F 


000 ‘+9 
008 ‘6I1Z ‘$$ 


yunouly 





| suo{sod 
} JO 2aquIMt 
WSBIOAY 


0961 ‘O7BUITRS 


i 


suorisod 
jo JOqUINNE | 
LNULIXB YY 


000 ‘128 ‘¢ 


00g 
000 ° 
009 


00¢ 
OOT 
00L 
00¢ 
006 


002 
008 
000 
002 ‘682 ° 


OOL ‘69 
00S ‘699 ‘FS 





| 


ju uly jo Joquinu | Jo doquinu JUNOULY juinu | jo Joquinu 
| 
| 


suot}Isod suorjtsod suo]}Isod uorytsod 


asvIoAy | UINUIIXBT OA WINUWIIXB JY 





poysn[pe 6c6T ‘o 1B SCSI ‘TENIOY 





suoipbhygo pajypumysa fo fiunmungy 





~~~" "SmlolzeZT[ GO [BIOL 


S}JUOUISSOSSB PUB SOXB,], 
“-"" "949 ‘SplB ae ‘spunjey 
PUD] JUIIOIT3O1 OF BOTTING 

-]1]U0O :suoTING!II}UOD puB ‘seIpIsqns ‘sjuUBIDH 
; “<> : quswdmby 
s[elieyem pues seyjddng 

sayouese Jay}0 Aq peullojled seolAleg 
; ““S@O] AJOS [BNGOVIZUOD 1BTIO 
uolpNnpoidal puw Zuryad 

Sd Al0s AYI[IIN pus sjuey 

SOOIAIOS UOTJVOJUNUIUIOD 

SZuly} Jo UOTIeIJOdsuB.l LT 

Parts JOABLL 
:sq00[qo 19410 

“--]BIOTL, 


I9qIO 
jusUBULIIg 
AJOS [BUOSIOg 





















178 
Mr. Preston. Mr. Administrator, you may proceed. 


GENERAL STATEMENT 








Mr. McCoy. Thank you, Mr. Chairman. Today I should like to 
discuss with you that part of the 1960 budget request for the Business 
and Defense Services Administration which deals with those activi- 
ties which are not rleated to mobilization activities carried on under 
specific delegation from the Office of Civil and Defense Mobilization. 
Budget support for the mobilization activities is to be requested by 
the OCDM. As you know, BDSA represents a consolidation or a 
combination of what was formerly known as the Office of Domestic 
Commerce of the Department of Commerce and the National Produe- 
tion Authority which was in existence during the Korean emergency. 
Since the support of defense programs and the general mobilization 
activities are not a part of the current request. I am addressing my 
remarks to those areas of activity which can be described as represent- 
ing the focal point in government of virtually all of the industrial 
economic activity of the Nation. It must be observed, however, that 
the same technical knowledge and industrial know-how is required 
to discharge BDSA’s mobilization responsibilities. In terms of nor- 
mal day-to-day operations, the same expert personnel using identical 
information sources handle problems in both areas. 

BDSA is composed of 25 industry divisions, 4 offices, the necessary 
supporting services, and a field organization to serve business and 
the public generally. Division specialists have been assigned eco- 
nomic, statistical, and technical duties rel: ating to the varied “and com- 
plex American industrial operations. BDSA is the only place in 
government with the technical competence and specific as well 
general knowledge regarding industry as a whole and its specialized 
components. It is to BDSA that American industry looks for those 
sources of technical and analytical advice and counsel which will per- 
mit it to carry out its operations more effectively. It is to BDSA 
that other departments and agencies of government, including the 
Congress and its committees, look to ascertain the effects of many 
economic factors and government actions having a bearing on our 
complex national industrial life. BDSA’s activities are divided into 
two areas: First, providing technical and economic information and 
recommendations to other government agencies and the Congress in 
the formulation of national economic polic: y; second, prov iding in for- 
mation and recommendations upon request from industry in further- 
ing participation in the formulation of efforts designed to insure eco- 
nomic progress in an expanding economy. In serving government 
and business, BDSA maintains many and varied programs and 
activities. 

Examples of these activities are numerous and impressive. This 
year we will prepare a total of over 300 careful analyses of and recom- 
mendations regarding proposed legislation for transmission through 
the Secretary to appropriate committees of Congress and the Bureau 
of the Budget. We make continuing rec ommend: ations to the Depart- 
ment of Defense with regard to the economic impact of the planned 
disposals of domestic surplus property by that Department. The 
agency also administers provisions of the Federal Property and Ad- 
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ministrative Services Act which places limitations on the importation 
of nonagricultural U.S. Government-owned excess property sold 
abroad. 

BDSA industry divisions are currently conducting upward of 300 
basic and special industry projects including basic reports and studies 
presenting comprehensive analyses of industrial materials and the 
principal products of major industries. The divisions evaluate domes- 
tic and export demand against industry capacity and production po- 
tential and include projec cts of future industry expansion and produc- 
tion requirements. 

Data on capacity, seep oa consumption, marketing channels, 
imports, and exports are also included. These studies and reports 
are of fundamental vale not only to the major industry covered but 
to other industries using the products and raw materials. In addi- 
tion, they provide the basic information used in our participation in 
policy recommendations and analyses of legislative proposals. 

Special industry studies and reports are made at the request of in- 
dustry, other Government agencies, or congressional committees to 
provide information on a current critical problem in production or 
distribution of given materials or products. For example, special 
studies and reports were made on the following: coffee, cocoa, bagasse 
newsprint, hardwood newsprint, nickel, argon, : and steel scrap. 

BDSA assists Federal agencies to improve Federal specifications, 
to insure the best possible production for Federal use under design 
which can be produced by a wide range of manufacturers at reason- 
able prices and productive or normal profits. BDSA industry divi- 
sions continuously communicate with the Census Bureau for the _pur- 
pose of advising on the makeup of questionnaires and schedules in an 
effort to obtain data most useful to industry through various censuses. 
Indirectly, many BDSA programs and activities have had an influence 
toward minimizing inflationary tendencies. Special activities have 
included recommendations concerning purchase and disposal of major 
stockpile materials; recommend: ations regarding expansion goals and 
expansion programs; recommendations concerning possible impair- 
ment of the national security as a result of foreign imports; recom- 
mendations on the increase or decrease of import duties; recom- 
mendations to appropriate agencies on accelerated tax amortization, 
stockpile of survival items, barter items, disposal of surplus airplanes, 
and many special situations. The bridge between the scientific com- 
munity and industry is provided by the program of the Office of 
Technical Services. Special attention to community problems is 
made possible by the Office of Area Development. The increasing 
attention being given to distribution problems in our economy is 
reflected by the activities of the Office of Distribution. 

It is believed that in considering the programs and activities of 
BDSA designed to strengthen national economic progress and secu- 
rity, we must be continually aware of the extreme inter dependence 
of the many factors contributing to our national strength. The same 
BDSA expert personnel which develops the basic economic studies 
so necessary in policy formulation in many vital economic areas, also 
carry out the numerous mobilization responsibilities delegated to 
BDSA by OCDM. The interdependence of both activities cannot be 


overemphasized. In these days of the total Soviet economic offensive, 
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increased trade competition in foreign markets and continuous tech- 
nological changes, the need for comprehensive reliable information 
on basic economic and industrial subjects is of paramount imterest 
for national survival. 

Now, Mr. Chairman, just to recapitulate, we are submitting to the 
committee an estimate of $6,030,000 for the BDSA for fiscal year 
1960. This is a part of our budget, and I would like to discuss briefly 
first this $6,030,000, and then refer to another part of our budget 
which is in the Office of Civil and Defense Mobilization. 

The $6,030,000 represents an increase of $159,000 over the 1959 base, 
There are two increases requested. The first 1s $89,800 for a survey 
of the users of third-class mail, which has been requested by the 
Congress under Public Law 426. 


STUDY ON EFFECT OF POSTAL RATE INCREASES ON 'THIRD-CLASS MATL USERS 


Mr. Presron. Let us talk about that just a little bit while we are 
right on that subject. 

“Mr. McCoy. Y es, sir. 

Mr. Preston. Was this a mandatory piece of legislation ? 

Mr. McCoy. Yes,sir. It states in section 209(a) as follows: 

The Secretary of Commerce and the Administrator of the Small Business Ad- 
ministration each is authorized and directed to initiate and conduct, through 
the facilities and personnel of his department or agency, as soon as practicable 
after July 1, 1959, a separate study of the increases in the rates of postage in 
third-class bulk mail matter under the amendments made by section 205 (3) (A) 
and (B) of this title, in order to determine the effect of such increases on small 
business enterprises and on the users of the mails and the national economy 
generally. 

Mr. Presron. How much of astudy is this? 

Mr. McCoy. It involves, Mr. Chairman, an examination into the 
fiscal operations of thousands of users of third-class bulk mail. We 
have undertaken to explore the situation this fiscal year to lay the 
groundwork for further survey which will be taken this next fiscal 
year. 

We cannot, of course, cover all the users of mail and it has been 
necessary to establish a sampling process with the help of the Bureau 
of the Census to solicit information from the users of third-class mail. 
We wish to measure the effect upon their operations between January 
1, 1959, and June 30, 1959, of the increases in rates of third-class mail 
which went into effect August 1, 1958, and January 1, 1959. 

There probably are 235,000 holders of permits issued by the Post 
Office Department to users of such mailings. It is anticipated that it 
will be necessary to send questionnaires, at a cost of about $5 each, to 
some 20,000 to 30,000 permit holders. The expenses of this will be 
paid jointly by BDSA, Commerce Department, and the Small Busi- 
ness Administration. We have requested $100,000, which has been re- 
duced to $89,800 by absorption of certain expense, and the Small Busi- 
ness Administration has also r equested funds. 

Mr. Preston. Mr. McCoy, does this involve any additional per- 
sonnel ? 

Mr. McCoy. I think we have only about $5,000 of this that would be 
used for personal services. Most of the request goes to the Bureau 
of the Census for the questionnaire, and we do not intend to add any 
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people to our staff for this Ak He except probably a few temporary 
people during the Eevee of analyzing the results. 

Mr. Preston. How many / 

Mr. McCoy. I have estimated $5,000 for the purpose of securing 
four or five experts in accountancy on a w.a.e. basis for 3 or 4 months 
the latter part of this calendar year to examine into the adequacy of 
the material that we receive. This makes no permanent additions to 
our staff. 

Mr. Preston. I wonder why they put in the legislation the necessity 
for two agencies of the Government making such a study. 

Mr. McCoy. I am sorry, but I cannot answer that, Mr. Chairman, 
except for the assumption that the Congress felt that the impact, or 
rather the results of an increase in third-class mail rates, would have 
a particular or peculiar effect upon small business, and for that reason 
they asked the Small Business Administration to examine into that 
particular phase of it. Both agencies are using or will use the same 
basic data. We are not duplicating in any way each other’s survey. 

Mr. Preston. Yes? 

Mr. McCoy. We will do our overall analysis, and, presumably, the 
Small Business Administration will give special attention to the effects 
of this postal increase on particular types of small business. 

Mr. Preston. Proceed with your testimony. 


AREA DEVELOPMENT 


Mr. McCoy. The other increase of $80,900 is for area development. 
Our Office of Area Development, as you know, Mr. Chairman, had an 
appropriation of $395,000 in fiscal 1958. This was reduced in the 
current fiscal year appropriation to $219,100, and we are asking for 
partial restoration of the 1958 level, or $300,000 for fiscal year 1960. 

Mr. Preston. As I recall, the Senate cut that by $195,000. 

Mr. McCoy. Yes, sir; that is right. This cut resulted in our office 
being unable to effectively function with such a small staff. Particu- 
larly, we were unable to respond to all the requests that we received 
from State development agencies and local organizations which asked 
for technical help in programs to maintain, or increase, or expand 
their economic base. 

Those two increases constitute the increase over our base in this 
particular appropriation by $159,000. 


MOBILIZATION ACTIVITIES 


At the request of the Appropriations Committee last. year, the Office 
of Civil and Defense Mobilization is this year submitting a budget 
to the Congress which includes mobilization activities delegated to 
other agencies. Funds are in the OCDM budget for allocation to 
those agencies. As our budget statement. indicates, $1,700,000 of our 
gong rate of operations this fiscal year is incorporated in the OCDM 
budget. 

Mr. Preston. That is in the independent offices appropriation bill ? 

Mr. McCoy. Yes, sir. The $1.7 million which is in the OCDM 
budget may be slightly increased, depending upon whether or not the 
OCDM receives funds for certain additional activities, which they 
have asked us to do. This is very important to us, Mr. Chairman, 
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because, as you know, our operations are devoted to nonmobilization 
activities and to those functions allocated directly, or delegated. I 
should say, directly to us by the Office of Civil and Defense Mobil- 
ization. 

Mr. Preston. Is OCDM an independent agency now ? 

Mr. McCoy. Yes, sir. 

Mr. Preston. It isnot Commerce at all ? 

Mr. McCoy. No, sir. It is a separate office under the Executive 
Office of the President. In connection with that, I would like to sub- 
mit a list of the activities of a nonmobilization character which are 
carried on in BDSA. The $1.7 million, plus whatever increases may 
be submitted in the OCDM budget, has faea calculated in this way: 
we have conducted a thorough examination of the operations of the 
industry divisions plus our Office of Industrial Mobilization. We 
have endeavored to allocate to the defense mobilization activities such 
costs as can be attributed directly to the delegated functions. This is 
the best we could do in trying to arrive at what the committee wanted, 
which was a division between the nonmobilization and mobilization 
activities. I should point out to you that these two activities are 
supplemental to each other. We have tried to make the allocation as 
the committee suggested, but it is in some respects an arbitrary alloca- 
tion and in some ways you might say it is trying to split people in 
two and say that this part of the person works on this side and the 
other part on the other side. 

Mr. Preston. We will insert that list at this point. 

(The above information follows:) 





Mason PROGRAMS OF BDSA ExcitupIna NONMILITARY MosILIzATION PLANNING 
ACTIVITIES 


1. Major economic and industry studies on a worldwide basis—Production, 
distribution, uses, trends, and outlook. 


Fiscal 1959 program includes 400 such studies 


Market research (distribution) —_—-_ PS ares Be 3a a ee i bo 
aN COCO cS ciciecteantn eg Sips dt dees tame mate ee 2 
UNTER SEMIN MINT LOIIR OIDs See aetna abebawemees 102 
IA a a lle 12 
I i a a eae ee alae 25 
IPOS 2s ets See Oy ae Se ae 67 
Other areas... Pee ad ones ee eS en eS a ee 


(Communications, construction, scientific and motion picture, printing and 
publishing, containers, water and sewerage, building materials. ) 


Included are 97 outlook studies: 


1958 review and 1959 outlook studies 
Midyear outlook studies__ 


77 
20 
2. Special studies for the Congress: Reports and recommendations to the 
Secretary of Commerce with respect to congressional requests for comments on 
proposed economic legislation, including 3d class postage rate study. 

3. Dissemination of commodity information: To business and Government. 
This is done through press releases, Government publications, Government 
periodicals, articles in trade journals, and individual and group conferences 
and discussions. 

BDSA periodicals include: 

Monthly: Chemical and Rubber Report, Construction Review (jointly with 
BLS), Distribution Data Guide, Motor Truck Production Report, Economic 
Summary (printing and publishing industries), Technical Report Newsletter, 
U.S. Government Research Reports. 
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Bimonthly: Area Development Bulletin. 
Quarterly: Pulp, Paper, and Board, Report; Copper Industry Report; Con- 
tainers and Packaging Industry Report. 


Issuances to Mar. 31, 1959 


BSDA formal publications (other than periodicals) _._.__.________________-_- 37 
means SS cas labora ch atch tas aaa eas cere a ten ae ate ag loca 450 
ERP SUB) CURCIOS ‘POULTON EARN OUN IR aso Sia costs sn sus ste es pom stdie ini died aegis ada onload gana 217 


lod 


CNN SCN icc acti osciseel ee isc Siinenaras nhsaans ahs pl ee ena aia 7 
Total 
Norr.—11 periodicals will account for 102 issuances in fiscal 1959. 
4. Foreign activities: 
(a) BDSA is the source of commodity and industry data on worldwide 
basis ; 
(b) Supplies commodity information for trade mission industry and Gov- 
ernment members; 
(c) Answers inquiries received from foreign posts for commodity informa- 
tion; 
(d) Participates in economic intelligence activities (CIA) ; 
(e) Furnishes commodity information to foreign visitors and U.S. business- 
men ; 
(f) Serves as commodity consultants to ICA; 
(7) Particiaptes in international commodity conferences ; 
Collaborates with the Bureau of Foreign Commerce in— 
(a) Trade agreement negotiations ; 
(b) Import impact studies; 
(c) Comments to NAC regarding proposed Bxport-Import Bank, Inter- 
national Finance Corporation, and World Bank loans; 
(d) Training Foreign Service officers destined for overseas commercial 
posts ; 
(e) Export control programs on short supply and strategic considerations. 
5. Impact studies—Surplus disposal. 
Administration of Foreign Excess Property Act. 
7. Economic information and data requested by OCDM. 


STATUS OF FUNDS AND PERSONNEL STRENGTH 


Mr. Presron. What are your present obligations and your unobli- 
gated balances at the latest reporting date, Mr. McCoy? 

Mr. McCoy. Mr. Asher has that information, Mr. Chairman, and 
Iwill ask him to answer that question. 

Mr. Asuer. $5,845,934. This is for 9 months of this fiscal yea 
That would be subtracted from the total of $7 million appropr istion 
to date to get the unobligated balance figure. I do not have that 
figure in front of me. 

Mr. Preston. Can you put it in the record at this point? 

Mr. Asuer. Yes, sir. 

(The information follows :) 


Unobligated balance as of March 31 is $1,154,066. 


Mr. Preston. How many employees do you have as of the latest 
reporting date and how many vacancies existed as of that date? 

Mr. McCoy. Just a moment, Mr. Chairman, and I will have it for 
you. 

Mr. Asner. As of March 31, we had a total of 789 filled positions 
and 46 vacancies, a total authorization of 835 people. 

Mr. Presron. I do not suppose it makes much difference, but on 
page 313 you show maximum positions 844 for 1959, and when you 
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pick up that figure for 1960 you started out with 845. That dis. 
crepancy is just one position, of course. 

Mr. Asner. The 835 appearing on page 315 are the permanent 
positions, sir, and the 9 positions shown there are not permanent 
positions. These add to the 844. The nine positions are w.a.e. con- 
sultative-type positions which are filled and used as necessary—either 
by temporary or consultant type of workers. 

Mr. Preston. The nine positions appearing under the 1960 col- 
umn—are they the new positions in the area development or in the 
consultant category ¢ 

Mr. Asner. The difference between 835 in 1959 and 845 in 1960 
are the 10 new positions for area development. 


CONSULTANTS 


Mr. Preston. So the nine positions in 1960 would be consultants! 

Mr. Asuer. Yes, sir. We are carrying the same nine positions for 
1959 and 1960. 

Mr. Preston. You must have some lengthy consultations going on. 
Suppose you tell us about this. How many consultants are you en- 
ploying and what are their grades? Do you have a list of them? 

Mr. Asner. Yes, sir; I believe I do. 

Mr. McCoy. This isa list of them, Mr. Chairman. 

Mr. Asuer. Generally speaking, most of those consultants are em- 
ployed at grade 15 or $50 a day level. One or the other. I do not 
have the exact rate of each one of them here. 

Mr. Preston. How long have these people been employed, 
throughout 1959? 

Mr. McCoy. Off and on, they have been employed in 1959 or earlier. 
Mr. Robert Weidenhammer was employed for 4 or 5 days during the 
past year on matters relating to metal scrap, in connection with a 
report we were making. 

Most of these are not employed full time. They are just used oc- 
casionally when we need them. I will find another instance. ‘Thomas 
Wolfe, consultant on aircraft—we are dealing with a problem of the 
disposal of surplus aircraft from Government surpluses as well as 
the market situation on secondhand and used aircraft. 


SALE OF SURPLUS AIRCRAFT 


Mr. Preston. Why are you in that field, Mr. McCoy? I understand 
there has been a new company formed recently here in Washington 
to buy up surplus piston-driven aircraft. That is what you are talk- 
ing about, is it not? 

Mr. McCoy. Yes, sir. 

Mr. Preston. And that a catalog already has been issued by them, 
or a brochure, with 25 DC-—7’s listed, which is a lot of aircraft. How 
do you get into that picture ? 

Mr. McCoy. We got into this through our relationship with the De- 
partment of Defense, which requests from us the effect on the market 
of disposal of surplus property when a large amount of any one type 
of product is to be disposed of. 

We give them a market analysis and an appraisal of the extent 
we think the current market might be affected by the large-scale 
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disposal of certain property. Obviously, the Department of Defense 
makes its own judgment as to how it will dispose of the property. 

Aircraft has become one important item in the surplus disposal. 
The Department of Defense has indicated that hundreds of tr ansport- 
type aircraft would be available for disposal within the next 2 or 38 
years. In addition, the aircraft industry manufacturers and the air 
transport companies asked us if we would look into the whole problem 
of the market for excess aircraft, because they, due to the pressures 
of jet airliners and other more modern aireraft, would have surplus 
piston-ty pe for sale. Our endeavor here was to try to find out what 
the future market for aircraft would be as well as the possibilities 
for sale at home and abroad of used aircraft generally : 

We have one person working on this, and this person is a consultant 
inthe field. We may end up in a few months with an appraisal of the 
entire situation, and that might be the end of that particular project. 

Mr. Froop. Will you yield there, Mr. Chairman ? 

Mr. Preston. Yes. 

Mr. Fioop. By the way, I am glad to see you here. You apparently 
go on in this town like Tennyson’s brook. How long have you been 
here—100 years? 

Mr. McCoy. No, 39. 

Mr. Fioop. You are one of the people in Washington in whom I 
have great faith. Your word carries great weight with me. That 
is why I am interested in this transport aircraft. One of my pet hates 
around here is the Military Air Transportation Service, that part of 
it which is in competition with civil airlines—taxpaying civil air- 
lines—but I admire that part of MATS which is good. I call them 
“sood guys” and “bad guys.” ‘This has been going on for a number 
of years. 

Congress has now provided, should provide also next year, $80 
million to be earmarked in the defense appropriation bill to be utilized 
for civil commercial aircraft to transport persons and things. 

An effort will be made to reinstate that this year or to increase it. 
That remains to be seen. The MATS argument always is in opposi- 
tion to the civil airlines, that they are essential to national defense, 
that they must fly these crates and keep flying them and burning gas 
and paying people—why waste them? Let’s take bodies and things 
along the same routes and disregard the fact that commercial lines are 
flying. That isan old chestnut around here, as you know. 

They justify much of their action on the theory that they are 
necessary and essential to the Strategic Air Command. They say 
they are SAC’s strong right arm. ‘They make quite a story out of it- 
one-half of it is nonsense, but that is their story. They say that there 
isno problem. 

Then the more I get into this the more I see it this way: When Gen. 
Jim Gavin was Chief of R. & D. for the Army 4 or 5 years ago, at an 
Army defense hearing, we were developing the new pentomic divi ne 
as opposed to the old triangular division, and quite accidentally J 
asked him, “Well, how are you going to transport them?” It seemed 
tome to bea very logical question. 

Here we do have the new concept of nuclear warfare, a pentomic 
division. Well, how are you going to transport them. TI was not 
supposed to ask that question because he could not transport them. 
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They cannot transport them yet, so every time we go into this 
transport aircraft business, they say, “Well, do not worry about that 
because we have this great civil air arm, and all we have to do when 
we need transportation is blow a whistle, and we will get all the civil 
aircraft to do what we want to do in transporting troops.” 

Of course, much of that is not true. You tell me—you know, Mr, 
Chairman, that the defense advised your office that they are going 
to have soon available large numbers of transport airct raft for sale to 
anybody that wants them, including foreign countries. Did they 
give that to you in writing / 

Mr. McCoy. Yes, sir; they gave us a statement some months ago of 
the prospective availability of certain aircraft that they probably 
would put on the market. 

Mr. FLoop. On the world market ? 

Mr. McCoy. Onthe market. They did not say “world.” 

Mr. Fioop. Can you provide for the record at this point the type, 
nature, configuration, of the surplus aircraft in the last several years 
that have been sold to foreign countries from any American source, 
civil or military, and for how much? 

Mr. McCoy. I am not sure, Mr. Flood, what I can develop for this 
on the actual sales. I shall try to get what is available. 

Mr. Preston. That is not your shop, the sales, anyway. 

Mr. McCoy. No, sir; it is not. 

Mr. Fioop. Who sells this stuff ? 

Mr. McCoy. The military departments. I suppose the Air Force 
has most of the aircraft for sale. They put them up for sale. 

Mr. Fioop. That is through the military aid operation ? 

Mr. McCoy. Yes. 

Mr. Fxioop. I am talking about that part of the aircraft which goes 
into the market for civil purposes—domestic, of course. That is 
your job. 

Mr. McCoy. That is the sale I am talking about. 

Mr. Fioop. That is one I am talking about now. We are not talk- 
ing about the JUS MAG military sale. I want any record you have 
of the sale of civil aircraft. 

Mr. McCoy. We probably could provide you with a partial record 
of what we know about it. I do not know that we would be the best 
source of actual sales. 

Mr. FLoop. What you do is put in the record all you know; that is 
all you can do. 

(The information requested is as follows :) 


SALEs OF U.S. GOVERNMENT SurPLUS AIRCRAFT (CONVERTIBLE TO CIVILIAN 
USE) 


Practically all sales of U.S. Government surplus aircraft are made by the 
Department of Defense to purchasers in the United States. Official data are 
not available with respect to the number of such aircraft remaining in the 
United States, and the number exported. 

The Federal Property and Administrative Services Act of 1949, as amended, 
authorizes the General Services Administration to supervise and direct the dis- 
position of all U.S. Government surplus property. GSA has delegated the au- 
thority for disposition of surplus aircraft to the Department of Defense, and to 
civil agencies. 

Several U.S. Government departments and agencies have surplus aircraft from 
time to time, however, the number of such aircraft is very small in relation to 
the number declared surplus by the Department of Defense. Among other de- 
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partments and agencies using aircraft are: Treasury (Coast Guard, Immigra- 
tion), Interior (Fish and Wild Life Service), Agriculture (Forest Service), 
Federal Aviation Agency, National Aeronautics and Space Administration, Ten- 
nessee Valley Authority, and the Atomic Energy Commission. 

Department of Defense sales of all surplus property are made available to 
}SA, by quarters, in dollars. At the request of BDSA, GSA made an analysis 
of DOD sales of surplus aircraft, convertible to civilian use, by number, to pur- 
chasers in the United States, for the calendar year 1958, which follows: 








Configuration 
Designation Type Maker (or conversion | Number 
to) number of sold 
| seats 
| | | | 
Air Force: | 
B-25 Bomber 2 North American gaat 7 4 
B-26 I lk Douglas. -- ul ; ai | 7 411 
C45 ...| Utility Sin BORON on ee eau Se a 121 
C465 } Transport . Curtis : vie ; 62 § 
F-51 —_ Fighter _....-| North American. --- a 3 52 
T+ f Trainer POS _.do é ‘ ‘ 2 179 
T-28 shi ae ’ a a a ee oe 2 166 
YC-123 | Cargo | Fairchild ; | () l 
| | eee oneppeneners 
Total dal cexacahkens axitesce date aashakiboe Shs ata csea sa tRen eae ae eee 1,001 
| ! {_. = 2 ee 
Navy: | | 
SNB -------..| Trainer et OEE eet a gaedl 7 1 
OIA. xcs hcieincealesbesed OR oe A Tg ee 2 738 
P4Y pcnwnnmaccal Omer .----| Consolidated. .....- okuout 5 | 1 
R5C ; ; cnnwcl) SEMONONS. .cdcs cae CI «ok Gavia Ga adendgcae wae 62 l 
R6V : sins dea etl sieges ih lice ici RI i i 88 2 
| ad 
Total os Pgs A eS ae 7 se eat a 743 
| | } | 
Cargo. 


Official U.S. export statistics show the number and value of “Commercial and 
civilian aireraft, used and rebuilt, including converted * * *” but official data 
do not show a breakdown of exports of former U.S. Government surplus aircraft. 
In order to present data, with respect to such exports, BDSA requested the 
Office of Munitions Control, Department of State, to compile data on licenses 
ssued for export from the United States of former U.S. Government surplus 
aircraft, convertible to civilian use. The State Department’s records indicate 
that most of these licenses are used. The tabulation which follows shows that 
in 1956, 1957, and 1958, the total aircraft amounted to: 820, 690, and 417, re- 
spectively : 


Aircraft: Licenses issued for export from the United States of former U.S. Government 
surplus, convertible to civilian use, for the calendar years 1956, 1957, and 1958 ! 




















| l 
Number | Number 
Designation | es ibaa IS mer ch, | Designation Tea a ae 
1956 | 1957 1958 | 1956 | 1957 1958 
; i tear ial es ieee base i — — 

AT-6.. 520 | 273 | 47 || FG1D-_- 20 15 
AT-7 Kee Pesoda ‘ 1 || F4U : 10 28 | 
AT-11 100 | 11 | 2 |i For.__.- Zs _| 21 
fee aa 8 | s Sc G-H4 ; . | 19 | 
Det eas } 1 il MOOT os 5 bal -beecteieol 1 
B-18. 4 | Ee 1 || P-38_.... 1 | 
B-24 icc Mi. eee PBM-5...._. 11 9 | 5 
B-25 : 2 || PBY-4-5-6. ll 32 | 10 
B-25 67 | 28 13] PV-2....... 9 
C46... een 26 44 41 || T-28..... cl deal 13 
C-82 18 21 20 || T-33 56 
\-123 Si ebb Oli sal 4 
C-130 | ay RS | 12 |) UF-1 it a ae . 33 
F-15 1 | | Vampires... -. sanal 17 50 
P-5] 10 | 26 || —_—| —___—_ 
as oas 25 | 185 5 || Total aT 820 690 | 417 
ads lI | \ 


‘Compiled by the Office of Munitions Control, Department of State, May 7, 1959. Most of these licenses 


are used 
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Mr. McCoy. Yes, sir. ; 
Mr. Fioop. All right; that is all, Mr. Chairman. 


CONSULTANTS 


Mr. Presron. How many of these consultants are on the payroll as 
of today ? 

Mr. Asner. These are all under current appointment—these 13, sir, 
That would not mean they are actually working as of today. They 
work if and when required, and we call them in for special consulta- 
tion. We could provide a report of those that are actually working 
today, but we would have to get that from the payroll records. 

Mr. Preston. What is the latest figure you have on total money ex- 
pended for consultants and experts “during fiscal year 1959? 

Mr. Asner. Up to date? 

Mr. Presron. Refer to page 313 under fiscal year 1959, and look at 
the figure $69,700. Is that what has been allocated for obligation? 

Mr. Asuer. This current year; yes, sir. 

Mr. Preston. For the current fiscal year? 

Mr. Asner. Yes; that is correct. I might say that might not be all 
spent by these 13 employees. Earlier during the year we may have 
had other consultants on the roll who are now off the roll who spent 
part of that money. I do not know. That I would have to check. 

Mr. Preston. Off the record, gentlemen. 

(Discussion off the record. ) 


DISSEMINATION OF FOREIGN TECHNICAL DOCUMENTS 


Mr. Preston. Back on the record. Tell us something about your 
activity in the Office of Technical Services relating to dissemination of 
foreign technical documents? 

Mr. McCoy. Mr. Chairman, may I ask Mr. Green, the Director of 
that Office, to go into that for you? 

Mr. Preston. Yes. 

Mr. McCoy. — know Mr. Green, do you not? 

Mr. Preston. Yes;I do. How are you, Mr. Green ? 

Mr. Green. Good morning, Mr. C hairman. The committee will be 
interested in the foreign technical project you authorized last year. 
The Office of Technical Services comprises the Trade Association Di- 
vision, the National Inventors Council, the Commodity Standards Di- 
vision, and the Technical Information Division. No increases are 
requested for any of these units. 

The committee may be interested in the foreign technical informa- 
tion project authorized last year. Recognition of the value of foreign 
science and technology to scientists and engineers in this country 
resulted in the enlargement of our program to encompass such mate- 
rials, with emphasis on Russia and the satellites. 

We are happy to report that we have equaled or exceeded every 
estimated goal in the program which your committee approved last 
year. For - example, we are regularly releasing abstracts in the Eng- 
lish language of the leading Soviet scientific and technical journals. 
In addition, .E nglish versions of three important series of the Russian 
abstract journal, “Referativnyi Zhinal,” are distributed. The rate 
for this work is 40,000 abstracts annually. 





189 


We are acquiring, cataloging, announcing, and distributing transla- 
tions made in government, in industry, in universities, plus transla- 
tions obtained on exchange with the British and Canadian Govern- 
ments. We have enlisted the cooperation of the Special Libraries 
Association center in Chicago, Ill., in this operation. ‘These materials 
are abstracted and indexed in our journal, “Technical Translations,” 
which is issued twice a month. The volume of this effort already 
exceeds 10,000 full translations per year. 

We are distributing a publication titled “Information on Soviet 
Bloc International Geophysical Cooperation.” It goes out every week 
and contains up-to-date information on reported Soviet achievements. 

Twice a month we release a report prepared by the Central Intelli- 
gence Agency which covers Communist activity in major scientific and 
technical fields. 

Manuscripts, monographs, and like items, produced for govern- 
mental purposes, are released as acquired. To date several hundred 
have been processed. 

We have instituted a work in progress effort identifying transla- 
tions not yet completed, which has already reduced duplication within 
and without Government. Also, we are developing a catalog of these 
materials from which reference inquiries are answered. 

Last, the cooperation of national scientific societies and the technical 
press has been obtained in making all of these materials known across 
the country. I have samples of these materials mentioned with me if 
the members of the committee wish to examine them. 

You might like to see a few of them, just for information. 

Mr. Horan. Mr. Chairman, off the record. 

Mr. Preston. Yes. 

(Discussion off the record.) 

Mr. Preston. Back on the record. 

Mr. Green. Dr. Van Allen, who is featured in the current issue 
of Time and who did the high altitude work on this new Van Allen 
effect, learned that there had been a story in Pravda on the 12th of 
January on Soviet work in space. He wanted to know about it. We 
were able to give him the material, through the Space Science Board. 
It had been translated in full, duplicated, and distributed here by the 
30th of January. That is the issue you have there, so I think that 
this is a pretty remarkable achievement. We do not deserve any 
credit for this ourselves because it is the agency that did the work 
cooperating with us. 

I cannot say too much for the cooperation we have had from other 
Government agencies in this operation. 

Mr. Preston. Mr. Secretary, are you pleased with operations in 
this area ? 

Mr. Moors. Very much pleased, Mr. Chairman. 

Mr. Froop. If the chairman will yield there. 

Mr. Preston. Yes. 


TECHNICAL TRANSLATION PROGRAM 


Mr. Fioop. I have in my hand one of your publications, a technical 
translation. This just happened to be the one you handed me. How 
current are these documents? From what source do you obtain them ? 
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Why have you translated only the ones in here? What happens to 
the thousands of others that do not get translated, and so on / 

Mr. Green. Sir, we do not have a translation program ourselves, 

Mr. Fioop. What is this document I have in my hand ? 

Mr. Green. These are abstracts of translations made in other Goy- 
ernment agencies, and universities and private industry, in England 
or in C ‘anada, which are deposited with us, and we are cataloging 
them, announcing them, and making them generally available. 

Mr. Froop. So then you are merely a conduit. You do not select 
what Russian documents are to be translated. You have no central 
selection or arrangement at all. What you do, you are a mere de 
pository for whatever some of other governmental or private agency 
selects and translates / 

Mr. Green. That is correct, sir. 

Mr. Fioop. Then your people do some further selection from that 
mass of translated documents / 

Mr. Green. We feel that when a document has been translated, 
it should be made available; and our function, as you say, is to act 
as a conduit, an information service. 

Mr. FiLoop. So then you do no evaluation of any sort / 

Mr. Green. We do make an evaluation in this sense: we try to find 
out how “popular” these materials are before we duplicate them, such 
as that organic silicon compound report there. 

Mr. Firoop, How do you do that 4 

Mr. Green. We go to experts in the field. We ask their advice. 
This was one which was translated by a professor at Princeton, whom 
the American Chemical Society had recommended to us. 

Mr. Froop. This technical translation volume for April 17, 1959, 
I was just running through it—it is an alphabetical arrangement, and 
under that you cover the whole spectrum of science and technology 
here. 

Who in your office—I take for granted that there is a vast library 
of translated documents from various Government sources and from 
various private sources dealing with this whole area of technical in- 
terests; 1s that right? 
Mr. Green. Yes, sir. 


































SELECTION OF REPORTS 








Mr. Fioop. Who in your office, and under what circumstances does 
he or they have to perform that selection from this worldwide store- 
house of information what is contained in here? How do they pick 
those things up? 

Mr. Green. We do not perform any selection. 

Mr. Fioop, Here they are. 

Mr. GREEN. Yes, sir. 

Mr. Fioop. How did they get there? 

Mr. Green. These are the ones that are deposited with us, and each 
and every one of them is announced. There is no selection. We do 
not deny anything. We think this would be presumptuous of us. 

Mr. Froop. Then you are like publishers and nothing else ? 

Mr. Green. And distributors and, more important, I believe, a 
communications device through the network that we have established. 
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Mr. Fuoop. I am just trying to find out why do you exist, how in- 
portant are you, how essenti: al are you. Here all the selection and 
appraisal and analysis is done by those who know all about it. What 
reason is there for your existence / 

Mr. Green. Because they have been denied to the general public 
before, and we are the conduit, as you put it. 

Mr. Fioop. And if anybody wants to find out about some of these 
things in private or Government work, they take for granted that you 
would know and as a result of a series of inquiries over a period of 
time, as we developed last year, you have produced these documents 5 
is that it? 

Mr. Green. Yes, sir. 

Mr. Fioop. But you do not presume to know anything about them ‘ 

Mr. Green. No, sir; we do not. 

Mr. FLoop. You do not pass judgment or opinions on these if any- 
body asks you? 

Mr. GREEN. No, sir. 

Mr. FLoop. And your writers do not analyze or make memorandums 
of these things, do they ? 

Mr. Green. When a report looks as though it would have interest 
in the electronics industry or the chemistry ‘industry, we will write a 
press release. 

Mr. Fioop. Also here is a document here on the method to “syn- 
thesize multiterminal contract circuits,” undoubtedly a fascinating 
subject. Suppose that is translated for you, and it is 10 pages long. 
You print only three paragraphs. Who decides in your Office, who 
is well enough informed down in your Office to pick from 10 pages 4 
paragraphs on a complicated document of that sort? Who pic ks out 
the paragraphs ¢ 

Mr. Green. The trained abstractor. This is an abstract. 

Mr. Fioop. This is an abstract ? 

Mr. GREEN. Yes, sir; it is. 

Mr. Fioop. What is a “trained abstractor”? Trained in abstract- 
ing? “Abstracting’—what is it? 

Mr. Green. Technical materials, usually with a chemical back- 
ground. 

Mr. Fioop. Do you break down your abstractors into chemistry, for 
example, and the various applied sciences ? 

Mr. Green. To the best of our ability, we do, sir; but this is a tight 
market. 

Mr. Froop. What value does the trade, business, and private place 
on these documents? How long have you been presenting it? Have 
you been doing it long enough to get an opinion from anybody? Do 
they think you are any good ? 

Mr. Green. Yes, sir. 

Mr. Froop. What are they squawking about? What do you not do 
tight orenough? Do you not have some letters here ? 

Mr. Green. Yes, sir; I have those letters here. 

Mr. Firoop. What about the bad ones? 
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ACCURACY OF TRANSLATIONS 


Mr. Gren. | would say that the only question that has been raised is 
that some of the material supplied to us was not accurately translated, 

Mr. FLoop. Was not what ¢ 

Mr. GREEN. Was not accurately translated. 

Mr. FLoop, That is not the fault of your Office. 

Mr. GREEN. No, sir. 

Mr. Fioop. What do you do about it ? 

Mr. Green. We go back to the agency that did the work and inform 
them of the situation, and they try to improve in the future. 

Mr. Fioop. Do you get hold of Mr. Horan’s library and squawk to 
them or do you go to private people ? 
Mr. Green. It depends on who made the translation. 





































OTHER TRANSLATED DOCUMENTS 





Mr. Fioop. Would this same series of answers that you gave me in 
connection with the technical documents, and all those questions, be 
equally applicable as to other types of documents, “Scientific Informa. 
tion Report, CLA” and the other series you have shown, “Translation 
of Organic Silicon Compound.” I take for granted that latter is 
specific and limited translation ? 

Mr. Green. Yes, sir. 

Mr. Froop. Requested by somebody ? 

Mr. Green. Yes, requested by somebody. 

Mr. Froop. That document we could discuss by weight, would we 
not, Mr. Green ? 

Mr. Green. Yes, sir. 

Mr. Froop. This is priced $10. Who pays the $10? 

Mr. Green. Men in the chemical] industry who wish this material. 
We announce it. We tell them it is available at that price. 

Mr. Fioop. How about the first document? Does somebody have 
to pay for them ? 

Mr. Green. Everything is for sale. 

Mr. Froop. Do you make a profit for it or do you just do a break- 
even job? 

Mr GREEN. Since we have just started and since the demand is not 
as wide as for domestic material, we are losing a little. 

Mr. Fxioop. But you are going to try to pull your weight on the 
boat ? 

Mr. Green. Yes, sir; we are. 

Mr. Fioop. You are ae a moneymaking organization but a service 
organization ; is that right? 

Mr. Green. Yes sir, that is right. 

Mr. Froop. But these people ‘should pay you for what they want 
within reason ? 

Mr. Green. Yes, sir. 

Mr. Froop. And that is true of any of the other documents in these 
other areas? 

Mr. Green. Yes, sir; it is. 

Mr. Froop. I would like to inquire when you get that from CIA 
what you do with it—all right, that is all. 








RECEIPTS FROM SALES OF DOCUMENTS 


Mr. Presvon. What is the total of receipts you lave taken in from 
this distribution of documents 4 

Mr. Green. About $40,000 to date on the foreign. 

Mr. Presron. How much in the red do you run? 

Mr. Green. For duplicating, we are about $35,000 in the red cur- 
rently. We hope to improve that. 

Mr. Preston. You have an inventory of documents that are available 
for sale in the future to be credited against the outlay ? 

Mr. Green. Exactly, sir. 

Mr. Preston. Do you have any questions, Mr. Horan / 


EXCHANGE OF INFORMATION 


Mr. Horan. No questions, Mr. Chairman, just one observation: I 
was at a dinner last night at which our very esteemed Speaker spoke, 
and he mentioned honey from Sioux C ity. 

It was a steak dinner put on by the Sioux City stockyards, and the 
Speaker mentioned the fact that honey was very good, and it was good 
for people that wanted to arrive at an old age. It so happens ‘that 
through the embassies, I have been able to place one of my constituents 
in contact with a Russian scientist who had been working on pollen 
as a longevity survival food. 

Of course, any food made out of pollen is very closely related to 
honey, and I think there is a value here in exchange of information be- 
tween enterprising people in the United States and others who are of 
a nonpolitical nature who are striving for progress in any place in 
the world, and I think it is fine. 

I do not think it adds to the political fires at all for us to have this 
exchange of information, and I know there is a demand for it, and I 
think it will build up in the sale of documents from the Government. 

In most instances we make a profit, not intentionally, but the de- 
mand, the insatiable nature of our inquiring Americans is such that 
if there is anything available, they would like to read it in the field that 
they are striving, and I just wanted to comment on that. 

I think you are handling it as far as activities in a very intelligent 
way. 

Mr. Green. Thank you, sir. 

Mr. Horan. I am glad that you are cooperators with the other ex- 
penditures we make in the field of translation of these foreign docu- 
ments, and our acquisitions is a factor, of course. We try to exchange 
documents, and in some cases we have to buy them, but in transl: ation 
of some of these, there might be faults, because obviously someone 
would have to be quite a mathematician to translate some of these for- 
eign documents in foreign languages, but I did want to make that 
observation. 

[ think it is valuable, and I want to see it encouraged. I do hope, 
Mr. Chairman, that as we proceed into this sort of thing, it can become 
self-sustaining, because it is a value to certain individuals in specified 
fields. 

That isall, Mr. Chairman. 

Mr. Preston. Mr. Cederberg. 
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Mr. Creperserc. Mr. McCoy, I note from your testimony that there 
is something that I did not realize before, and it proved interesting 
tome. 

You stated that under the Postal Policy Act of 1958, Public Law 
85-426, May 27, 1958, the Secretary of Commerce and the Adminis- 
trator of Small Business Administration each is directed to conduct 
a separate study of the effect of increases in postal rates on third-class 
bulk mail. 

Mr. Presron. Off the record a moment, Mr. Cederberg. 

(Discussion off the record. ) 

Mr. Preston. Back on the record, Mr. Cederberg. 


DEFINITION OF SMALL BUSINESS AS RELATED TO THIIRD-CLASS MAIL 
USER STUDY 


Mr. Ceperserc. Another thing that disturbs me about this is that 
only third-class mail is mentioned in this survey as having an effect 
on small business. Do you know what the definition of small business 
is? 

Mr. McCoy. The Small Business Administration has been defining, 
and in some cases redefining, what a small business is in any particu- 
lar area of the economy. I am not an expert on it, but it seems to me 
that the definitions have been adjusted to mean “is dominant in its 
field,” as one of the measures of being small or large, but I could not 
give you the definition. 

Mr. Ceperserc. The old definition, I understood, was 500 employees 
or less, and I recognize that a study has been going on, and I think it 
has been some time that it has been going on, and I did not realize 
that any conclusions had been reached. 

Mr. McCoy. I should say they are making conclusions now. 

Mr. Creperserc. [ bring it up only for this reason: Having served 
on the Post Office and Civil Service Committee, I recognize that many 
mail order houses that do millions of dollars of mail order business 
every year and have had substantial profits would come under the 
definition of small business as defined by the 500 employee limitation. 

It seems inconceivable to me that we would use that kind of a 
definition determining the survey, and I recognize further that there 
are many small businesses that have a relatively small amount of 
third-class mail, yet these very small businesses are the ones that 
are required to pick up the so-called subsidy which for some of the 
so-called large subsidy mailers is just that. In addition, I would 
think that a survey of this kind would have to include the effect on 
small businesses if the raise had not taken place. In other words, 
the taxpayer has to pick it up one way or the other, and the small 
businessman is going to pick it up either on one side of the ledger or 
on the other. 

I will be very interested, if you have it available, in a copy of the 
questionnaire that you will send out to these third-class mailers. 

Also as I understand this, in reading the justifications, a separate 
analysis on the same questionnaires will be made by two agencies of 
the Government; is that correct ? 

Mr. McCoy. Yes, sir. First, to answer your question, I shall be 
glad to send you a copy of the questionnaire. Second, as you are 
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aware, the postal increases were preceded, of course, by extensive 
congressional hearings. 

I believe that a part, a large part, of the intent of the Congress here 
with respect to small business as reflected in the hearings that the 
postal increase might affect the very small business more than they 
would the others, particularly in the area where they are mail order 
houses, depend largely on third-class mail for their promotional 
material, 

Now, as to the congressional mandate here for the two agencies— 
that they both do the same type of investigation—I can only say that 
obviously I cannot speak for the Congress, but we wish to carry out 
the intent of the Congress. 

We have jointly asked for the funds to do it. Small Business Ad- 
ministration is asking for an equivalent amount to ours. We are 
going to use the same basic questionnaire. ‘There is no point in sub- 
jecting business to two questionnaires or two surveys by two agencies 
for the same purpose. Therefore, we will use the same basic infor- 
mation, and we presume that the Small Business Administration will 
give their special attention to the very small businesses, and we will 
try to do the best we can with the analysis that the Congress wants 
of business as a whole. 

Mr. Ceperserc. Are you going back and take a look at how previous 
increases affected these same businesses ? 

Mr. McCoy. That would be very difficult because many of them 
might be new businesses, and this would involve obtaining fiscal rec- 
ords in the past to make any evaluation on the effect. 

Mr. Creperserc. Mr. Chairman, I do not want to carry this any 
further, but I see here a very interesting demand of the Congress that 
isso often very critical of any duplication, regardless of which politi- 
cal party is running the administration, and here we tell them to 
conduct two separate investigations and have amounts in two agencies 
toconduct two separate investigations of the same subject. 

To me that is ridiculous. 

Mr. Presron. And I think so, too, and it seems to me that Mr. 
McCoy has said they are going to try to avoid a duplication of effort 
that Congress has app: arently directed. 

Mr. Cepersera. Mr. Chairman, you said in a few words what I have 
heen saying in 5 minutes. 

Mr. Truppner. I should like to say that the one large cost compo- 
nent of this investigation will be the outlay for the development of 
the basic data. That is the actual collection or basic data gathering 
operation. The third agency involved in this is the Bureau of the 
Census. The estimate has been made by all three of the agencies 
involved. The collection operation will be centralized in the Census 
Bureau. SBA and BDSA each have requested funds to pay half of 
the actual collection cost. Therefore, at least for the larger portion 
of the budget request, we have worked out a method to avoid 
duplication. 

Mr. Cepersera. IT might say that I have discussed this with many 
of my constituents who are small businessmen, and most of them are 
getting tired of filling out questionnaires. The big businessman may 
not mind because he has people who are trained to do these jobs. I 
can remember when I was in business myself, we had a third-class mail 
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permit. We were a small organization, and had some direct mailing, 
and I might say the increases were insignificant, but by the time you 
put someone on a questionnaire for a half a day, ‘then you have got an 
expense, and these small businesses are geting a little tired of 
questionnaires. 

Many of these, I might say, are very necessary and vital for sta- 
tistical reasons. Tt is sometimes hard though for a Congressman to so 
advise them. 

Mr. Preston. Mr. Michel, do you have a question at this point ? 


LIAISON WITH 





ARMED FORCES INDUSTRIAL CONFERENCE 











Mr. Micuen. Yes, Mr. Chairman. Earlier in the testimony, I be- 
lieve it may have been in Mr. Moore’s testimony, there was something 
said to the effect that there was the utmost of cooperation in the Busi- 
ness and Defense Administration with all facets of the Federal Gov- 
ernment. About 3 or 4 weeks ago I had occasion to open the Armed 
Forces Industrial Conference held in Peoria. Apparently about 12 
of those are held during the course of the year across the country, and 
a number of Reserve Officers are required to attend. Before the con- 
ference actually began I encouraged as many civilians as possible to 
participate in this conference, to become better informed as to what 
defense requirements are and how the private citizen is involved. 

Whether we get in an all-out war effort or even a little periphery 
brush fire type “of war, the general public should be informed. Do 
you folks have any liaison with that Armed Forces Industrial 
Conference ? 

Mr. McCoy. Not officially or formally. We know of their activities 
in this field. 

Mr. Micurr. In a sense you are trying to accomplish the same thing 
only you are the civilian counterpart of the military. 

Mr. McCoy. That is right. Ina part of this partic ular budget be- 
fore you, but another half of the industrial services here pertains to 
industrial mobilization, and this is where we get into direct contact 
with the military in their industrial mobilization. 

Industrial mobilization that the Department of Defense does, of 
course, only relates directly to the procurement of military end items 
and support. We are in the other supporting areas to the military 
service. I think we have encouraged businessmen who have been and 
are military contractors, businessmen who are concerned with the 
capabilities of our industrial system to participate in military activi- 
ties of this sort. 

Mr. Preston. If you would yield for an observation, we held a 
similar meeting in Savannah, Ga., and the local field office of Com- 
merce did play a very major part in the organization and the pro- 
moting of the attendance by industrialists and business people and 
worked very closely with them in setting it up. 

Mr. Micuer. That is very interesting because, and J am quite sure 
there was no direct or indirect representation by the Department of 
Commerce at our conference but it seems to me in view of what I now 
know to be your function, it might very well have been appropriate 
for the Department of Commerce to have gotten their finger in the 
pie in that particular conference. 
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EXECUTIVE RESERVE 


Mr. McCoy. In the other part of our budget which rests with the 
Office of Civil and Defense Mobilization, we have funds for the carry- 
ing out of our national defense executive reserve corps. We now have 
over 1,000 industrial executives that have signed up with us as execu- 
tive reservists to serve the Government in time of emergency. 

These people, of course, are from industry. They are from many 
of the same companies or most of the companies that have relation- 
ships, contractual or otherwise, with the Department of Defense. We 
are then acquiring a larger number of individual executives who are 
familiar with both the Department of Defense’s operation in the field 
of industrial preparedness and our field of industrial mobilization. 


AREEA DEVELOPMENT AND FIELD OFFICES 


Mr. FLoop. Would it be appropriate, Mr. Chairman, to inquire here 
about the Office of Area Development ? 

Mr. Preston. If you would permit me to insert some material in 
the record about that, and then if you have some questions, fine. 

[ wish to insert in the record at this point pages 325 and 326 of the 
justifications, which explain the program for 1959 for area redevelop- 
ment, and also page 327 through page 330, which deals with the field 
offices of the Department of Commerce. 

The committee is rather well informed on the progress in the work 
of area development, and we are also familiar with the work of area 
development, but as to any specific questions on this point, we will be 
glad to have it. 

Mr. Frioop. Area redevelopment and what was the other one? 

Mr. Preston. Field offices. 

Mr. Fioop. Off the record. 

(Discussion off the record. ) 

Mr. Preston. Let us put those pages in the record here and then 
you can do your questioning. 

(The pages referred to follow :) 
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JUSTIFICATION 


The budget request of the Office of Area Development for fiscal year 1960 is 
$300,000 which will restore this activity to a partial operating level experienced 
in 1957 and 1958. The Office of Area Development is operating on a minimum 
basis during 1959 as a result of a reduction in appropriated funds. The budget 
requested for 1960 will enable the Office to provide field consultation on economic 
development problems to labor surplus area and to more adequately meet the 
rising demands from small communities for area development guidance. 

The Office of Area Development is the central point in the Federal Government 
for handling State and community requests for Federal assistance on unemploy- 
ment and economic distress problems. The Office deals with area problems of 
communities and area groups who seek assistance from the Federal Government 
to undertake corrective actions at the local level and to use fully the services 
and resources of State, local, and private agencies who can help them resolve 
their problems. Through its working relationship with State development 
agencies, universities, and industrial development departments of railroads, 
utilities, and banks, the Office puts the community groups in touch with organi- 
gitions in their own areas who will advise and undertake specific parts of the 
community effort to develop more jobs. 

The Office advises community groups on how other communities throughout the 
country have successfully copied with similar problems. In this way, community 
self-help efforts are made more effective. State development agencies are given 
technical support to do a more effective job in their States. Local areas are 
briefed on present Federal programs, such as the Small Business Administration 
loan program, the urban renewal program, and other agencies which can be of 
help on specific phases of their problems. By these means, the basic responsi- 
bility for taking action on local unemployment is placed at the local and State 
levels. The Office of Area Development has four working units—State and 
Community Assistance Division, Industrial Location Division, Resources Anal 
ysis Division, and Products Expansion Division. 

The State and Community Assistance Division advises local groups in setting 
up and carrying out communitywide programs to strengthen local economies. 
Suggestions are also made to community and area groups on getting further 
assistance from State development agencies, railroads, utilities, universities, and 
other organizations interested in area development. The Division also indicates 
which specific Federal programs and data sources can be of help—such as the 
urban renewal, community facilities, small business loan, and procurement 
programs, 

The Industrial Loeation Division will continue to provide a central point in the 
Federal Government where manufacturers seeking locations for new branch 
plants or other facilities can get, in one stop, all available Federal data required 
to make industrial location decisions (such as data on resources, population, 
power rates, tax rates, planned sites, State and local finances, and national 
security criteria). Data is made available on the locational advantages of labor 
surplus areas, including Federal policies adapted to give special consideration 
to firms locating in these areas. Technical and advisory service is rendered to 
community and other local groups on the development of planned sites or parks 
for industry. 
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‘The Resources Analysis Division will prepare information needed by the Office 
of Area Development staff in the field counseling of local community organiza- 
tions, nad other State and local development groups. The Division will also pro- 
vide field counseling services to labor surplus groups on special subject matter 
areas such as industrial and area survey techniques, industrial uses of local 
resources, and methods for industrial development financing. 

To keep communities having or facing economic decline informed of actions 
which can be taken locally to resolve their problems, the Division publishes the 
bimonthly Area Development Bulletin. This bulletin reports on new techniques 
in local and State area development, indicates State and local organizations who 
can help communities to do their jobs, and describes new Federal data and pro- 
grams useful in local self-help efforts. 

The function of the Products Expansion Division is to bring the results of 
Government research and technology on new products and processes to bear on 
the solution of community development problems. This work is done through 
(1) regional exhibits staged in cooperation with other Federal agencies, State 
and local groups, and private industry, and (2) through providing a focal point 
through which State and community groups can get information for new product 
and process developments related to their area’s specific resources and oppor- 
tunities for diversification. 

The requested increase of $80,900 will provide 10 additional positions in the 
amount of $61,600 and other objects costs of $19,300, consisting of travel $7,600, 
communications $4,000, printing and reproduction $1,600, other contractual 
services $2,000, supplies and materials $1,000, and retirement contributions 
$3,100. 
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JUSTIFICATION 


The requirements for this activity in 1960 will continue at the same amount 
as 1959. A reduction of $7,500 under the adjusted 1959 base is to provide for 
the absorption of the extra compensable pay in 1960 over 1959. 

In order to carry out effectively the field programs of the primary units 
represented by the Office of Field Services, the organization consists of the 
Office of the Director in Washington, the central Administrative Service Office 
in Chicago, and 33 offices in the following cities: 


Albuquerque, N. Mex. Detroit, Mich. Philadelphia, Pa. 
Atlanta, Ga. Greensboro, N.C. Phoenix, Ariz. 
Boston, Mass. Houston, Tex. Pittsburgh, Pa. 
Buffalo, N.Y. Jacksonville, Fla. Portland, Oreg. 
Charleston, S.C. Kansas City, Mo. Reno, Nev. 
Cheyenne, Wyo. Los Angeles, Calif. Richmond, Va. 
Chicago, Tl. Memphis, Tenn. St. Louis, Mo. 
Cincinnati, Ohio Miami, Fla. Salt Lake City, Utah 
Cleveland, Ohio Minneapolis, Minn. San Francisco, Calif. 
Dallas, Tex. New Orleans, La. Savannah, Ga. 
Denver, Colo. New York, N.Y. Seattle, Wash. 


The Office of the Director is responsible for the direction and supervision of 
the field offices, carrying out the field programs of the primary units of the 
Department represented in the field by the Office of Field Services. These pro- 
grams are developed by the constituent units of the Department in consultation 
with the Office of the Director as to administrative feasibility and the require- 
ments of the business public to be served by the offices. Constant supervision is 
maintained over the field operations by periodic visits to the offices by the 
Director and his staff, a careful review of the monthly activity reports sub- 
mitted by each office, and meetings held in Washington of the managers and the 
principal foreign and domestic analysts on their staffs. Every effort is made to 
satisfy the requirements of the primary units and the business public by improving 
various phases of the programs as differing needs develop. 

All administrative services for the field offices are handled by the central 
Administrative Service Office in Chicago. That office is responsible for per- 
sonnel actions, disbursements for payrolls and other outlays, and the procure- 
ment of supplies and equipment. It also represents the Office of Field Services 
in negotiations with the Civil Service Commission and the General Services 
Administration on matters coming within the purview of those agencies. The 
Office is responsible for the compilation and publication of the “Synopsis of 
Proposed Procurement, Sales and Contract Awards” and maintains constant 
liaison with the procurement offices to make certain that policies agreed upon 
between the defense and civilian agencies and the Office of Field Services in 
Washington relating to Federal procurement and sales of surplus property are 
met. 

As the representative in the field of the Business and Defense Services Admin- 
istration and its constituent units, the Office of Distribution, Office of Technical 
Services, and Office of Area Development; the Bureau of. Foreign Commerce: 
and the Office of Business Economies; the Office of Field Services makes available 
to the business public the facilities, services, and publications of these units. 
In like manner it utilizes the output of the Bureau of the Census and the National 

sureau of Standards. In addition, the field offices act as the outposts in the 
United States for the International Cooperation Administration on its programs. 
As the official sales agents of the Superintendent of Documents, they accounted 
for $363,500 in sales during the fiscal year 1958. 

The field offices have a dual responsibility. One, to gather information at the 
request of the primary units and the second to deal with the business public 
on all the field programs of these units. Their work is divided into two main 
categories: domestic commerce and foreign trade. 

In the domestic field, the principal demand arises in the field of marketing 
and distribution, economic research, technical services, area development and 
the business service and mobilization functions of the Business and Defense 
Services Administration. 

There is a continuing demand for information on the part of manufacturers, 
publishers, research groups, and advertising agencies in developing new and 
expanded markets. This field has always been an important one in the work 
of the field offices and currently the demands show a steady growth. In like 
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manner there has been a constantly increasing trend in the work being done by 
chambers of commerce and development commissions either in holding or at- 
tracting industries to their communities and States and the services and publica 
tions of the Office of Area Development have been of great value in providing 
guidance to such groups. No single phase of service to domestic commerce has 
grown as has the utilization of the reports of the Office of Technical Services. 
Our field people are in constant consultation with manufacturers in the fields 
of electronics, chemicals, aviation metallurgy, ete., to provide the results of 
research and development already produced by governmental and private in- 
stitutions. During the first 8 months of this year, there was an increase of 
26 percent in the sales of Office of Technical Services material by the field offices. 
The Office of Technical Services activity will be further expanded as a result 
of the new program of dissemination of translations of foreign technical data 
embarked upon by that unit at the beginning of the current fiscal year. 

Recognizing the important part played by the field offices in the trade promotion 
and development responsibilities of the Bureau of Foreign Commerce, increased 
emphasis is being placed upon the Various trade expansion services of the 
Bureau of Foreign Commerce. The expanded programs of the country desks of 
the Office of Economie Affairs will result in a greater flow of basic and timely 
information relating to foreign markets and economic trends, placing American 
traders in a better position to make proper decisions. Likewise, the improvement 
in the various services of the Office of Trade Promotion will result in more 
effective use of them by businessmen through the field offices. A strong field 
force is an essential element in this important work. 

The foreign trade program has always been an integral part of fieldwork and 
currently it accounts for approximately one-half of the demands made upon the 
field offices. Utilizing material provided by the Bureau of Foreign Commerce, 
the Bureau of the Census, and the International Cooperation Administration. 
the offices provide a wide range of specific and businesslike services involving 
day-to-day problems confronting international traders relating to foreign tariff 
schedules; exchange and import controls and licensing procedures; foreign 
economie and trade conditions; the documentation requirements both here and 
abroad on export and import shipments; statistical data on imports and exports 
published both here and in foreign countries; and procurement financed by the 
International Cooperation Administration and other Government agencies. 
There has been an increased demand for assistance on problems involving 
foreign licensing and manufacturing opportunities as well as investment iu 
branch plants, and this work will be further expanded as progress is made on 
the Common Market and free trade areas. 

Another important function performed by the field offices on foreign trade 
is the work they do in connection with administration of the Export Control 
Act. Very close liaison is maintained with the Office of Export Supply and 
field offices are able to give prompt and authoritative advice, guidance, and assist 
ance on problems involving export controls. They also are empowered to take 
action in certain cases on amendments and extensions to valid export licenses 
as well as to assist in clearance of shipments at ports of exit. In this work 
they work very closely with the collectors of customs and handle many problems 
referred to them by the post offices in connection with overseas parcel post 
shipments. 

At the present time our Cooperative Office program consists of assistance 
rendered by approximately 650 chambers of commerce and other organizations 
which are kept currently supplied with the various foreign and domestic publica- 
tions issued by the Department. The Cooperative Offices in turn refer to field 
offices inquiries on which they require further assistance and this program has 
proved to be a very economical way of expanding the facilities of the field offices. 

The “Synopsis of Proposed Procurement, Sales and Contract Awards” pub- 
lished by the Office of Field Services continues to be a very popular publication 
with the business public. The rate of renewals on subscriptions is very satis 
factory and the number of subscribers at the end of December 1958 exceeded 
those on the same date a year ago by 22 percent. The Office of Field Services 
Works closely with the Department of Defense, the Small Business Administra 
tion, and the civilian procurement agencies in improving the coverage provided 
by the synopsis. To further speed up the information contained in the synopsis, 
i new service was provided when airmail subscriptions were instituted in April 
at $25 per year. The publication of the synopsis is an important service and 
it is proposed to continue it on much the same basis as in the past, making im 
provements when possible. 
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Mr. Preston. All right, Mr. Flood. 
[INCREASE REQUESTED FOR AREA DEVELOPMENT 


Mr. Fioop. I see you have increased your request about $80,000, I 
can think of a lot of good reasons, but what are your good reasons for 
S80.000 ? 

Mr. Rorerus. There isa bit of history involved, I think. 

Mr. Fioop. So the record shows what I am talking about, state what 
the request was for last year and what it is this year, and why the 

$80,000 specifically. 

Mr. Rorervs. Our request last year was $395,000, which was exactly 
what it was the previous year for the budget that had been appro- 
priated. We received $219,100 of the $395,000 requested. We are 
now asking for a partial restoration of the amount that we had in 
1958 and 1957. Roughly, three-fourths restoration is what we are 
asking for. 

We are now asking for $300,000. In 1958 we asked for the same 
amount we had in 1957, w hich was $395,000, and we received $219,100, 
and now we are asking for $300, 000. 

Mr. Froop. Are you inferring that the difference is not actually a 
difference, but could be adjusted because of programing for that 
matter ? 

Mr. Rorrrvus. Yes; I think quite frankly in this program we are 
never able to meet the demand, and we have not been able to meet the 
demand, and, hence, we have had to make adjustments. 

Mr. Froop. Will you indicate for the record, either now or at your 
convenience, what is the nature of the demand, what is the percentage 
of increase, from what areas of the country, how many more commt- 
nities have been affected ¢ 

We should have the record show that this is a continuing problem, 
an increasing problem. Is it or isitnot? Inwhat way? You might 
touch on it ina paragraph, and then use the record to develop it. 

Mr. Rorerus. There are a number of indices that might be used 
to indicate the demand. One is the formation of dev elopment groups 
domestically. When we first came into business, about 1947 or some- 
thing like that, we had 32 State development agencies. Now there 
are 48 States that have economic development agencies. The other 
two States are considering legislation to that effect. 

(The additional information supplied for the record follows :) 

Following are several indices of the growth of interest in area development. 
Each is significant in that it describes in concrete terms the steadily increasing 
load on the present facilities of the Office of Area Development. 

In a recent study, the Office of Area Development listed 1,800 local community 
development corporations that are able to invest money in new plants, buildings, 
and facilities. 

Several years ago there were State credit corporations or authorities only in 
the six New England States. Now, 11 States have established statewide credit 
corporations (privately financed), 5 States and Puerto Rico have established 
State industrial authorities (publicly financed). 

The Committee on Economie Development recently estimated that a minimum 
of $200 million is being spent by communities and States in promoting industrial 
growth. This figure does not include money expended by private utilities, rail- 
roads, banks, and many other organizations. 


The American Industrial Development Council (all professionally employed 
industrial developers) has some 700 members. 
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Mr. Fioop. How many States will we have ? 

Mr. Rorerus. 48 of the 50. 

Mr. Foon. 48 of the 50 States, or soon to be 50. 

Mr. Presron. Any State may have State industrial development 
organizations 4 

Mr. Rorrrus. Yes. 

Mr. Fxioop. Set up by State legislation ? 

Mr. Rorerus. That is right, and we work very closely with them. 

Mr. Frioop., Are you prepared to show us the percentage of in- 
crease, the number of communities that are affected by this problem ¢ 

Mr. Rorerus. Yes. As I said, there are a number of indexes. The 
labor surplus areas classified by the Department of Labor for March 
1959, 1 think, gives 267. A year ago it was 191; a year before that in 
1957 there were 178, so in 2 years the number of labor surplus areas 
has been mounting. 

Mr. Froop. How long has this area development office been in 
existence in the Department ? 

Mr. Rorerus. Since 1947. 

Mr. Fioop. In the last 5 years, what has been the number, the actual 
number, of increase in distressed labor surplus areas? From what 
figure to what figure 4 

Mr. Rorerus. At the present time it is 267. 

Mr. FLoop. 267 are labor surplus areas today in the 48 States? 

Mr. Rorerus. Yes. 

Mr. Fioop. Are you indicating that this is a nationwide program, 
Mr. Roterus? ; 

Mr. Rorerus. Yes, I am, Mr. Flood. 

Mr. Froop. But this is not limited geographically except certain 
areas are affected more than others, but this is a national problem; is 
that what you are representing here ? 

Mr. Rorrervs. The area development request and the demands for 
area development is certainly nationwide. 

Mr. Fioop. Are you tying into the urban redevelopment program, 
or are you more or less interested in the distressed labor surplus area 
problems ? 

Mr. Rorerus. We act on requests. Certain of our services we limit 
to the areas of the most urgent need. Our field consultation, which 
has been very badly cut this year, we limit to areas of most urgent 
need. 

Mr. Fioop. This field consultation has been badly cut by whom? 

Mr. Rorervus. By the fact that our budget last year was roughly 
half of what it was the previous year. 

Mr. Fioop. Who cut it? 

Mr. Rorervs. The Congress. 

Mr. Froop. When ? 

Mr. Rorervs. Last year. 

Mr. Fioop. In what way ? 

Mr. Rorrrvus. From $395,000 to $219,100. 

Mr. Fioop. So there has been a cut of how many dollars? 

Mr. Rorerus. $175,000, roughly. 

Mr. Froop. $175,000? 

Mr. Rorrrus. Yes, and percentagewise it is really heavy. 
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Mr. Froop. And yet there is an increasing need for this type of 
service ¢ 

Mr. Rorerus. We feel that, yes. 

Mr. Froop. What is the nature of the service that has been cut? 

Mr. Rorerus. The service of helping domestic areas with their 
economic development problems. 

Mr. Froop. At their request ? 

Mr. Rorervs. At their request, and that includes requests of States, 
cities, towns, local areas, or regions. It is all done on request. What 
we have to offer is entirely on the technical side. 

Mr. Froop. Would you call this an American point 4 program ? 

Mr. Rorrervs. In view of the money involved, I think it would be a 
little brash to say that. 

Mr. Froop, At least for the purposes of the phrase, you see, could 
we hope this would be a non sequitur ? 

Mr. Rorervus. The objec tives are the same, yes. 

Mr. Froop. You are trying to do the same thing as the foreign aid 
point 4 program is trying to do abroad, only you are trying to do it 
for American communities who request it, this aid, of you; is that 
right? Isn’t this an American point 4 program ? 

Mr. Rorerus. Yes, that is right. 

Mr. Froop. And you are not getting very much money to do it, are 
you ¢ 

Mr. Rorrrus. No, sir; we are not. 

Mr. Froop. And whatever you got last year was cut in half? 

Mr. Rorerus. That is true. 

Mr. Froop. That is par for the course. That is great. While we 
are on the same subject, Mr. Chairman, my frie id, Mr. Mic ‘hel, I 
think, wants to ask a question, and I might as well yield to him, T hen 
we will have all the discussion on this subject together, before I go 
on to the next topic. 

Mr. Micnex. I appreciate the gentleman from Pennsylvania yield- 
ing. Was that cut made in the House or in the Senate? Do you re- 
call, Mr. Roterus ? 

Mr. Rorervs. In the Senate. 

Mr. Micuer. On the Senate side? 

Mr. Rorrerus. Yes, and it was sustained in conference. 

Mr. Preston. And sustained in conference—explain that. Off the 
record. 

( Discussion off the record.) 

Mr. Preston. Back on the record. 

Mr. Micuet. I want to say certainly, for the record, I know what 
good work Mr. Roterus has done down there in the Department of 
Commerce. Our Peoria Association of Commerce industrial develop- 
ment committee has been given all kinds of help and assistance in the 
development of our program. We have not waited upon the State. 

We have tried to go ahead on our own and establish several of these 
industrial parks, because we have been pretty much of a one-large- 
industry community, and if it goes bad, the whole economy goes to 
pot, so we are trying to diversify, and I would say certainly our folks 
have had a great deal of benefit from calling on Mr. Roterus and his 
associates for technical service and advice. It seems to me when we 
are talking about it in terms of legislation; for example, Federal aid 
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to distressed areas, that this might be a much, much better way of 
providing aid, to simply give the people in the local communities the 
technical wherewithal to do the j job for themselves that we are trying 
to do here ona much more grandiose and broader scale. 

Mr. Fioop. Will you yield there ¢ 

Mr. Micnen. Yes. 

Mr. Froop. There is considerable merit to what my friend says 
there, but I am sure he would agree that that is not applicable to what 
we call the so-called chronic areas where there is no economic base to 
begin. If they could help themselves, they should; but there are 
certain specified, well-identified, known areas where there just is not 
the structure. There is not the economic basis upon which such action 
should be taken. 

Mr. Micuet. [ appreciate the gentleman’s remarks. When you had 
roughly $400,000 to operate with, and then were cut back to the extent 
that you were, what services did you have to cut out in order to keep 
within that smaller : appropr iation 4 

Mr. Rorerus. The principal impact came on our field consultations. 
Last fiscal year we visited 217 communities in the United States at 
their request; this fiscal year to date we have visited some 50. We 
have deliberately had to refuse some requests. 

Mr. Micuen. So it forces the community to make the trip down 
here, or at least to come down to Washington, to get any of the 
answers to the questions that you normally could provide 1 in a field 
office within driving distance ? 

Mr. Rorrerus. Yes. The big advantage is we use publications, 
various conduits and many media. We have found, however, that if 
you go out. to a community and you meet with a group of people 
who are interested in doing something about their economic develop- 
ment you are then in a much better position to translate all this in 
terms of their specific problems, and you do not have to use the 
general approach. We have found field visits much more effective 
than trying to handle requests by correspondence. 

Mr. Mic HEL. For this additional $80,000 that is in here for this 
year, is that going to give you enough to get the job done / 

Mr. Rorrrvs. It will help, put it that way. 

Mr. Micuen. What was your original request to the Bureau of 
the Budget ? 

Mr. Rorerus. $395,000, plus pay raise. 

Mr. Micnet. The full amount that you had several years ago. 

Mr. Rorervus. Yes; that is right. 

Mr. Micuen. Was it the Bureau of the Budget that cut it back ? 

_ Mr. Rorervs. They approved the amount we are now applying for, 
$300,000. 

Mr. Micnet. That is all, Mr. Flood. I appreciate your yielding 
to me. 

DEFENSE MOBILIZATION FUNCTIONS 


Mr. Froop. Mr. Secretary, on page 306 you refer to article IV. 
You call it protection and continuity of the national industrial plant. 
Then you indicate that you are prepared to supply information to 
the American industrial plant on the effects of nuclear weapons. 
What have you supplied? Is anybody interested? Is there a pro- 
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gram? Does anybody care? What is being done about it? Are you 
suggesting that the modern American industrial plant being con- 
structed having in mind the possibility of nuclear blasts, or are 
architects and builders inquiring of you for information before they 
build the modern and secure American commercial and industrial 
structure / 

Mr. Rorervs. Mr. McCoy will answer that. 

Mr. McCoy. Some 2 years ago we had identified industrial establish- 
ments that produced products of great importance to the country at 
any time, and particularly in time of emergency There were about 
1.000 items which were produced by about 800 firms in the United 
States in that first list of products. We interviewed each one in the 
managements of some 800 corporations. 

Mr. Froop. You are speaking of what we call survival, are you not? 

Mr. McCoy. No; not at the moment. I will get to that in a moment, 
Mr. Flood. 

Mr. Fioop. All right. 

Mr. McCoy. We interviewed the members of these establishments, 
visited in 800 corporations. 

Mr. FLoop. You took the initiative ? 

Mr. McCoy. Yes; we took the initiative, either herein Washington 
or in their home offices, to discuss plans for continuity of their establish- 
ments in the event of a national emergency or other abnormal condi- 
tions, but more particularly under conditions of attack by an enemy. 

Mr. Fioop. What are you talking about? Nuclear bk: asts, radiation, 
fallout? 

Mr. McCoy. All of it. 

Mr. Fioop. Bacteriological warfare ? 

Mr. McCoy. Anything that might be involved under such an attack. 
The purpose of this discussion was to bri ing to their attention the neces- 
sity for taking whatever precautions they could to render their cor- 
porations and their plants in the best position to survive or to resume 
production. 

Mr. FiLoop. What did you do? Just tell them you are liable to get 
hit? Did you have any suggestions ¢ 

Mr. McCoy. We had a number of suggestions for them worked out 
by industrial groups, a whole list of them: Continuity of management 
for preservation of vital records, examination into their sources of 
supply to determine whether they might have greater diversification in 
the supply of materials and components, and some of the industries at 
our suggestion worked out survival plans. ‘The steel industry and the 
chemical industr y got together and put out a manual on what would be 
the kinds of things to do for these industries to survive. 

Mr. Fioop. Is there any interest among industrial design planners 
and organization in the problem? Do they care? Are they paying 
any attention to it? Ts anything being done, or is it just one of those 
things that nobody is paying any attention to? 

Mr. McCoy. They do care. 

Mr. Froop. They do care? 

Mr. McCoy. And quite a lot, I think; not only care about it, but 
have done something about it. 

Mr. Froop. Much? 

Mr. McCoy. Some a great deal, but a lot not every much. 
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Mr. FLoop. But there is then obviously no widespread interest, at- 
tention, or thought being given by American architects, builders, and 
industry, as far as our physical structure, our labor—our national 
physical structure to this whole problem of ABC warfare. That is 
atomic, bacteriological, and enemy warfare; is that so? 

Mr. McCoy. It would be hard to describe it as being of no interest. 

Mr. Fioop. I did not say that. I said “no widespread interest.” 

Mr. McCoy. Probably that might be an accurate definition of it, 
but Mr. Truppner has had an opportunity to work in this more than 
we have, and I think he could add some observations that might add 
to your information. 

Mr. Fioop. I want to know if they are engaged in any hardening 
processes—that is the term we use for underground construction, as 
for instance in Germany and England, especially the areas who are 
interested in this and incident to the national defense the industrial 
and commercial economy, it will be translated into their design or 
planning, there will be a planned hardening. You know what a soft 
indust ry isascompared to a hard industry. What are we doing about 
hardening the American commercial power, the American industrial 
potential as it applies to this Business and Defense Services Admin- 
istration ? 

Mr. McCoy. There is a hardening going on by some firms. We 
have found, for example 

Mr. Froop. Do you know the percentage of hardening? Is it 25 
percent, 50 percent, 100 percent, 200 percent ! d 

Mr. McCoy. I would guess it is several hundred. 

Mr. Fioop. It could not be several hundred. You do not know 
what I am seas about. It could not be above 25 percent. At the 
most it would be 25 percent. 

Mr. McCoy. If you would include those companies that have done 
something, but if you are talking about real hardening, we know of 
companies who have built second command centers underground com- 
munications, and so on. 

Mr. Froop. Is that just a rare bird, or is there any widespread 
interest or American industrial conception of the problem? 

Mr. McCoy. I think you would agree that generally there is not, 
but in some cases there is. It is very specific. 

Mr. Fioop. There is no sense of going any further. It is becom- 
ing a denouement. 

Mr. Preston. That is OCDM? 

Mr. Froop. Yes, but this is their reason. 

Mr. Preston. But these people are in that field. 

Mr. McCoy. We have a delegation. 

Mr. Fioop. This is specifically their job. 

Mr. McCoy. We have a delegation from OCDM. This is dele- 
gated to us. 

Mr. Fioop. On page 306 they set forth that specifically. I do not 
know when the boys are going to wake up. All right, that is the end 
of that. 

Take a look at page 307, No. VIII, and there you say that these 
supply-requirements studies, components studies, and facts for emer 
gency decision, these studies in general determine the feasibility of 
providing logistics support for the strategic military plan for limited 
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war and form the basis for determining strategic stockpile levels, 
What in the world are you talking about 

Mr. McCoy. May I ask Mr. Truppner to explain that? This is his 
bailiwick. 

Mr. enires This is limited, so that is distinguished from all-out 
thermonuclear war. <A lot of people are not going to have to be con- 
cerned with asianae support and strategic milit: ary “support for limited 
war. Youare the only agency in the U.S. Government, including the 
Department of Defense that is going to be doing it, and I am for you, 
but I do not think you know what you are talking about. 

Mr. Truprner. For purposes of our statement, ‘the definition of a 
limited war is a military conflict in which this Nation is involved and 
in which there is no attack on continental United States. 

Mr. Fioop. A war in which this Nation is engaged and in which 
there is no attack made upon the United States—— 

Mr. Truppner. This is one plan and assumption. 

Mr. Fioop. What are the others ¢ 

Mr. Truppner. A second one is a continuation of a cold war with- 
out military conflict, and a third one is a nuclear war in which there 
is an attack on continental United States. 

Mr. Fioop. You have got them in the reverse of what there will be. 

Mr. Truppner. No, sir. 

Mr. Fioop. No? 

Mr. Trurpner. Not from the point of view of our responsibility. 
Our responsibility is to provide supplies and materials, the com- 
ponents and equipment from the American industrial plant to fit 
military needs. 

If the Nation is not attacked, and if they are engaged in a war 
elsewhere, it happens that the productive complex in this country 
would be called upon for a much greater volume of goods and mate- 
rials to meet. both the military needs, Allied needs, and domestic 
needs. 

Mr. Froop. And you are suggesting that in direct ratio to the size 
and scope and length of time of the limited war, so does this problem 
increase ¢ 

Mr. Trurener. It does. Yes, sir. 

Mr. Froop. I am amazed and surprised and delighted, Mr. Chair- 
man, that of all places in this Government, it is the Department of 
Commerce and this bureau, this poor little bureau really is intelli- 
gently approaching the only war we are ever going to fight—“limited 
war.’ 

The truth is there is not going to be any other kind. 

Mr. Orcustr. They get ‘their background from the War Production 
Board and the NPA. 

Mr. Froop. OK; I do not want to state my opinion about these 
agencies at this point. I work with these people 11 months out of the 
year, and I know them inside out. That is why I am impressed with 
that. You people ought to make a little more noise about it because 
you are going to get a medal some morning. 

Mr. Truppner. We do not get funds to do that. 
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CONTROL OF LIQUID AND GASEOUS FUELS 


Mr. Froop. You do not have to have it with Mr. McCoy there. 
[am concerned about No. IX in which you are going to formulate 
a system of controls, regulations, and orders on standby, production 
control. What orders do you have prepared or are you preparing 
standby orders for controls and regulations for domestic consumption 
of liquid and gaseous fuels. 

In case an order is issued, to apply the controls, do you have now, 
and if you do not have, why do you not have, any or ders, regulations, 
or controls for the domestic use in the case of hostilities of liquid and 
gaseous fuels ? 

Mr. McCoy. Let me explain first that we have developed a system 
of industrial materials facilities and controls on the industrial econ- 
omy which would be put into effect if and when necessary. 

Mr. Froop. I am only concerned about that part of it which deals 
with liquid and gaseous fuels. 

Mr. McCoy. Within that structure of production and distribution, 
we have not worked out any specific detailed ones or any specific 
commodities as such. 

Mr. Fioop. You mean you just think it is a good idea, and you have 
done nothing about it ? 

Mr. McCoy. Not gases or chemicals. 

Mr. Fioop. No liquid and gaseous fuels ? 

Mr. McCoy. We do not deal directly with them. Some of our 
orders would affect them, but we would not have anything directly in 
the field that you speak about. 

Mr. Froop. Will you do this for the record: will you talk to who- 
ever you are supposed to talk to on this point 9, “Production control 
system for mobilization, including the preparation of standby orders 
and regulations,” who is now in the area of regulations and controls 
of liquid and gaseous fuels in the case of emergency and I want to 
know what will be specific regulations for the domestic use of liquid 
and gaseous fuels, by the domestic consumer in his home and so on 
and in his business ? 

If so, what do they look like, and if not, why not. Now supply that 
for the record. 

(The information requested is as follows :) 


STATEMENT CONCERNING MOBILIZATION PLANNING BY DEPARTMENT OF THE INTERIOR 
WITH RESPECT TO PETROLEUM AND GAS 


Under delegations and assignments of functions from the Office of Civil and 
Defense Mobilization, the Department of the Interior is responsible for planning 
Federal actions with respect to petroleum and gas under emergency conditions 
of differing magnitude—international tension, limited war, and general war 
With nuclear attack upon the United States. This Department has similar 
responsibilities with respect to electric power, solid fuels and minerals, and by 
delegation from the Secretary of Agriculture, production of fish and fishery 
products, 

In connection with planning for measures which might become necessary for 
purposes of national defense in the event of any of these three types of emer- 
gency, prototype control orders pertaining to the production and distribution of 
petroleum and gas have been developed. These are so designed that they can 
he quickly adjusted to fit the needs of a particular situation; in fact, they are 
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modified periodically to adapt them to particular assumptions of test exercises 
such as the annual Operation Alert exercise. 

It is anticipated that in event of a real emergency, certain orders similar to 
these prototypes, and tailored to the circumstances, would be issued to carry out 
actions then deemed necessary. The selection of orders and the timing of 
issuance would be geared to the nature and degree of the emergency. 

Prototype orders drafted—some of which might be used in the manner indi- 
cated above in event of limited war and some, only in event of general war— 
bear the following titles : 

Order 
No. 
1. Field Organization of the Office of Oil and Gas. 
2. Petroleum and Gas Requirements Committee. 
3. Automotive Tetraethyl Lead Fluid. (Limiting use of TEL in automotive gaso- 
oline. 
4, Aviation Quality Blending Agents and Feed Stocks. (Directing use to maxi- 
mize output of aviation gasoline. ) 
Suspension of Import Controls on Crude Oil, Unfinished Oils, and Petroleum 

Products. 

Limitation on Deliveries of Petroleum Products from Primary Terminals. 
Control of Petroleum Refinery Operations. 
Control of Petroleum and Gas Pipeline Operations. 


| 


-_ 
~ 
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In addition to these prototype orders, there are available orders on oil and gas 
issued by the Petroleum Administration for War during World War II and the 
Petroleum Administration for Defense during the Korean emergency, including 
a limitation order on natural and manufactured gas. These might be utilized in 
shaping any similar orders required in a limited war. 

The mobilization planning responsibilities of the Department of the Interior 
do not include development of systems and orders for rationing of petroleum 
products and gas for consumer use. Present planning contemplates that if such 
controls should be needed in a limited war, they would be administered by a sepa- 
rate economic stabilization agency, and that in the event of an attack, such an 
agency would be established to administer postattack rationing controls. Plan- 
ning in this area is carried on by the Office of Civil and Defense Mobilization. 

Mr. McCoy. I think I can get someone in the Department of the 
Interior to get that information for you. Would that be satisfactory 
to you ¢ 

Mr. Fioop. I have news for you. You are going to have more trou- 
ble than you think. I come from the coalfields. That is all. 

Mr. McCoy. Yes. 


INFORMATION ON SOVIET BLOC INTERNATIONAL GEOPHYSICAL 
COOPERATION 


Mr. Froop. Will you supply for the record, Mr. Green, or tell us 
now and later supply the details of it, to what extent, if any, have 
you in the last year, in your resources or in your libraries, translated 
material available for public ation or what is to be published or pre- 
pared to publish from Soviet Russia on some recently received trans- 
lations on U.S.S.R., eastern Europe, and China with reference to 
the Geophysical Year, which is now concluded ? 

Mr. Green. We have here information on Soviet. bloc international 
geophysical cooperation. 

Mr. Froop. Is there much to it ? 

Mr. Green. The material is—— 

Mr. Froop. What is the opinion of the trade? Are you getting 
anything good or are they holding out on you? What is the scuttle- 
butt ? 


Mr. Green. I have a review on one by Willie Ley and Dr. Singer 


ut Maryland, who praise it very highly. 
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Mr. Fioop. Now, which satellite was that ? 

Mr. Green. This was a summary of work in Soviet space science. 

Mr. Froop. As you are aware, and there is no reason why you 
should be off the top of your head, do you have any Russian geo- 
physical information dealing with ‘the alleged last Soviet sunshot 
or moonshot? There is considerable doubt that there was such an 
animal. What do they say, and what do you have on it? You can 
supply for the record, if you will, at, this point any material you 
have received from any source which is Russian material translated 
which comments in any way upon the last alleged Russian space 
shot, as to its existence, authenticity, and more specifics illy as to any 
translated documents in any language from any place in the world, 
eae saw any hide or hair of that pigeon at any time and under 
what circumstances, in any language, any place. 

Mr. Green. We will supply it for the record. 

(The following cites material available, copies of which have been 
furnished the committee :) 


MATERIAL SUPPLIED COMMITTEE ON SOVIET LUNAR PROBE 


Our weekly journal, “Soviet Bloc IGY Information,” has carried six separate 
stories on this topic. They are listed and identified as follows: 

1. January 23 issue, beginning page 2: “Soviets Launch Rocket Toward 
Moon From Pravda.” 

January 30 issue, lead article, page 1: “Pravda Gives Details on Soviet 
Space Rocket.” 

3. March 6 issue, page 12, Helsinki Hufvudstadsbladet: “Model of Mechta’ 
to be Displayed at Leipzig Spring Fair, March 1-10.” 

April 10 issue: “Soviet Writer* Foresees Habitable Moon With Arti- 
ficial Atmosphere. 

5. April 17 issue: “President of Academy of Sciences U.S.S.R. Nesmeyanov 
Speech on ware Cosmic Research at Annual Meeting of Academy of 
Sciences U.S.S.R.” 

». April 24 issue: “Nesmeyanoy Sees Moon Conquest Under Seven Year 
Plan.” Annual meeting of Academy of Sciences U.S.S.R. 

i addition to the above, the following seven titles are in process: 

1. “Soviet Space Rocket.” 

a “Why ‘the Moon Rocket’ Did Not Reach the Target.” 

} “On Launching of a Cosmic Rocket Toward the Moon.” 


’ 


I 


4. “Soviet Scientists Discuss Space Rockets.’ 

5. “Radioelectronics and Cosmic Flight.” 
“An Outstanding Contribution of the Soviet Scientists to Cosmic Re- 
search.” 

7. “Orbit of Artificial Planet.” 

In addition to these materials prepared in Government and distributed 
through this office, our catalog shows a number of pertinent stories in technical 
magazines, The following three titles are illustrative : 

1. “How U.S.S.R. Guided Lunik,” Electronics, February 6, 1959, volume 32, 
No. 6, pages 22-23. 

2. “Soviet Moon Success Follows Failures” Aviation Week, January 12, 
1959, pages 26-28. 

3. “Lunik Becomes Solar System’s Tenth ‘Planet’” Missiles and Rockets, 
January 12, 1959, page 21. 


Mr. Froop. That is all, Mr. Chairman. 
Mr. Preston. Gentlemen, that concludes the hearing on this ap- 
propriation. Thank you very much. 


—_—_—_——___. 


1 Soviet space rocket. 
*F. Zigel. 
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Fripay, May 1, 1959. 
OFFICK OF BUSINESS ECONOMICS 
WITNESSES 


M. JOSEPH MEEHAN, DIRECTOR, OFFICE OF BUSINESS ECONOMICS 
CHARLES F. SCHWARTZ, ASSISTANT DIRECTOR 

CARL F. OECHSLE, ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 
GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
OSCAR H.NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND IOXpENSES 


Program and financing 


1958 actual 1959 estimate | 1960 estimate 


Program by activities 


1. Preparation of national income and product data : $283, 340 $390, 875 $493, 875 
2. Analysis of business trends 409, 394 443, 740 443, 74) 
3. Computation of the balance of international payments 257, 651 299, 660 349, 660 
4. Executive direction _- 118, 833 117, 725 117, 725 
| 
Total obligations 1, 069, 218 1, 252, 000 1, 405, 000 
Financing: Unobligated balance no longer available 1, 999 
New obligational authority 1,071, 217 1, 252, 000 1, 405, 000 
New obligational authority 
Appropriation _ __- ‘ 1,071, 217 1, 150, 000 1, 405, 000 
Proposed supplemental due to pay increases ‘i ake 102, 000 


Object classification 


1958 actual | 1959 estimate | 1960 estimat 


Total number of permanent positions 141 164 19) 
Average number of all employees 134 156 180 
Number of employees at end of year 143 164 189 
Average GS grade and salary 8.2 $6,180 | 8.2 $6,696 | 8.0 $6, 489 
01 Personal services: 
Permanent positions $875, 002 $1, 044, 948 $1, 159, 722 
Positions other than permanent 324 1, 464 
Other personal services 3, 747 4,813 10, 173 
Total personal services 879, 073 1, 051, 225 1, 169, 895 
02 Travel- 3, 644 2, 500 3, 000 
03 Transportation of things_ - 87 75 75 
04 Communication services---__-- 10, 818 14, 000 15, 000 
06 Printing and reproduction 84, 736 86, 500 107, 200 
07 Other contractual services 10,177 3, 200 3, 430 
Services performed by other agencies... : 22, 062 24, 500 24, 900 
O08 Supplies and materials. - 3, 861 2, 000 2, 500 
09 Equipment 49 3, 000 
11 Grants, subsidies, and contributions 54, 615 68, 000 75, 8% 
Refunds, awards, and indemnities 25 
Taxes and assessments 71 
Total obligations_- 1, 069, 218 1, 252, 000 1, 405, 000 


Mr. Preston. The next item is the Office of Business Economics. It 
is found at page 39 of the committee print. We will insert pages 501 
through 504 of the justifications in the record at this time. 
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(The pages referred to follow :) 
GENERAL STATEMENT 


The output of the Office of Business Economics is published for the use of 
the business community in our monthly Survey of Current Business and the 
family of supplements associated with that magazine. Heavy dependence is 
placed upon the major economic indicators originated by OBE, which include 
the national income, the gross national product, the U.S. balance of international 
payments, and such measures of the changing American market as our series 
on personal income received in each State. 

With the funds provided for the current fiscal year, we have launched the 
survey of U.S. foreign investments and completed the project most pressingly 
needed in the national income field, viz., quarterly estimates of gross national 
product in constant dollars. Thus, we now provide quarterly series in current 
dollars, and in dollars adjusted for changes in the price level. 

The expansion which has been realized with the funds available this year 
represents the initial phase contemplated in the Federal statistical program. To 
continue progress on the long-range recommendations of the National Accounts 
Review Committee, OBE’s current objective is a moderately accelerated rate of 
activity in fiscal 1960. 

The new projects for fiscal 1960 are in the field of national income. They 
involve the extension of work on real net national product by industry, on the 
saving and investment accounts, and on purchases and sales among major indus- 
tries. The additional $48,000 requested for the completion of OBE’s survey of 
American business investments in foreign countries takes into account increases 
in costs since the 1950 survey (which at the time cost $145,000) and makes pro- 
vision for the publication of results. 

To carry on the basic program of the Office we are requesting $1,405,000, an 
increase of $148,000, in fiscal 1960. The areas in which further progress is 
intended are, in general terms, those which have received the endorsement of the 
Department and of the Bureau of the Budget as to essentiality and immediate 
need. They are: 


1. Extension and improvement of the national income accounts_______ $100, 000 
2. Completion of the recently launched survey of U.S. private invest- 
ments abroad, and publication of the results____.__.______._________ 48, 000 
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Appropriation, 1959 (regular bill) 
Total 





Add 
Proposed supplemental due to pay increase 
Additional compensable day over 1959 


Base for 1960 
Net difference—1960 over 1959 


Preparation of national income and product data 
Analysis of business trends 

Computation of the balance of international pay 
ments 

Executive direction 


Ciress requirements 


Total estimate of appropriation, 1960 
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Summary of requirements 


{equirements 


1959 
idjusted 


$393, 
443, 


301, 


117, 


R75 
740 


660 


=F 
(a0 


1960 


estim: 


$493, 
143, 


349, 
Ai7, 


1, 405, 


ite 


875 


740 


bb0 
or 


O00 


$1, 150, 000 


102, OOO 
5, OOO 


Difference, 
increase (+ 
or de- 
crease (—) 


+ $100, OOO 


+48, 000 


+-148, OOO 


$1, 150, 0M 


1 


}- 


107, 000 


, 257, 00 


148, 000 


405, 00 
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Mr. Presvon. We will be glad to hear you, Mr. Meehan. 
GENERAL STATEMENT 


Mr. Mernan. Thank you, Mr. Chairman. The Office of Business st 


Economics is requesting for its operations in the fiscal year 1960 a fc 
total of $1,405,000. Taking into account the $107,000 attributable ‘ 
to the Federal pay increase and an additional compensable day, the fF ™ 
increase requested for expansion of Office of Business Economics actiy- g 
ities amounts to $148,000. Mt 
With the $50,000 provided by the last Congress, Office of Business s 
Economics in the current fiseal year initiated a worldwide survey 
of U.S. private investment abroad. he last previous such survey 
covered the year 1950, and cost $145,000. To complete the present 
9-year project an addition of $48,000 is sought here, to finish our ‘ 
tabulations and publish the results. 
In our work on the national income and gross national produets, i 


Office of Business Economics has in the current fiscal year been able 
to make a start toward carrying out some of the recommendations of ' 
the National Accounts Review Committee, whose report had _ been 
the subject of hearings before the Joint Economie Committee of the 


Congress in late 1957. We have completed and published quarterly : 
data on the gross national product in constant dollars, and are pre- * 
pared to issue such information on a continuing basis. This was the 
top priority project among several which had been frequently and | 
urgently requested of us. 

The national income accounts are generally recognized as essential f 
for appraisal of business trends, economic growth, and basic changes 
in the economy. We need to continue their development, adding to 
the progress that has been made since their inception in 1932 as a 
result of congressional action. In particular, we propose in fiscal 
1960 to accelerate our progress in the directions pointed out by the é 
National Accounts Review Committee. It seems essential that we 
should follow through, at a moderate pace, with our long-range pro- 
gram expansion. 

In March 1959, Office of Business Economics released a 241-page 
volume entitled “U.S. Income and Output,” which effectively makes 
available the information which we have developed to date on the | 





national income accounts. Used in conjunction with our previous, 
1954, edition of National Income, it means that we have now a com- ) 
plete published record extending from 1929 through 1957. The new 
volume introduces a more widely useful set of national income statis- 

tics, along with a comprehensive evaluation of economic developments 

and market expansion. 

In addition to showing how the real national output of goods and 
services since World War II grew by more than two-fifths, and out- | 
put per capita by more than one-fifth, the new report. an: ilyzes the 
distribution of income. Geographically, real disposable income in 
the postwar period showed a broad upsurge in all sections of the coun- 
try: the size distribution of family income has shifted to increase 
the importance of middle-income families in the total consumer market. 

Thus, I am able to report that the purposes for which this sub- 
committee provided funds in fiscal 1951—namely, “permit a balanced 
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expansion of activity and permit continuation of the vital study of 
the U.S. foreign investments”—have been accomplished. 

On pages 505 through 507 of the justifications our proposed next 
steps in the field of national income accounts development are set 
forth. They involve the extension of work to meet the need for 
facts on the dynamic fw ictioning of the economy, ineluding material 
necessary for an appraisal of the expansionary potential. I shall be 
glad to supplement the data already submitted with any additional 
information desired. For the national income work as a whole, we 
seek an increase for fiscal 1960 of $100,000. 


STATUS OF FUNDS AND PERSONNEL STRENGTH 


Mr. Preston. What are your obligations and unobligated balances 
as of the most recent reporting date? 

Mr. Meewan. As of the most recent reporting date, the total ob- 
ligations as of March 31 of this year are $927,531. 

‘Mr. Preston. To get the unobligated balance, you subtract that 
from $1,150,000? 

Mr. Mernan. Yes. We have a balance estimated as of June 30, 
of course, which is a deficit since we are counting on the deficiency 
appropriation for a pay increase. We have allotted for other ob- 
jects in the fourth quarter $46,445. We have available considerably 
less than that? 

Mr. Preston. But the supplemental will provide it? 

Mr. Mrenan. The supplemental will provide an adequate amount 
for us through June 30. 

Mr. Preston. What is your level of employment at the most recent 
reporting date, and how many vacancies existed as of that date? 

Mr. Meenan. The most recent level of employment is 145 as of 
April 17 on salaries and expenses, at an annual rate of $996,785. 

Mr. Preston. Do you have any vacancies? 

Mr. Meenan. We have hired 10 that are in process of coming on 
the roll. 

Mr. Preston. Are you having pretty sharp turnover in your 
agency ? 

Mr. Mrenan. We have a steady rate of turnover. It has been 
unusually high this spring. Ten is an abnormally high number to be 
going through the line. Usually we have four or five. 


UpGrADINGS IN DEPARTMENT OF COMMERCE 


Mr. Preston. Mr. Nielson, has there been any upgrading in the 
Department of Commerce in 1959? 

Mr. Nietson. Overall, Mr. Chairman, I am sure there has been 
some upgrading, but to answer your question categorically, I would 
have to give you a statement. 

Mr. Preston. Give us a statement at this point in the record on 
how much and from what to what and where. 

(The statement referred to follows :) 
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CONSULTANTS 


Mr. Preston. How many consultants do you have on the payroll, 
Mr. Meehan ? 
Mr. MrerHan. We have no consultants on the payroll, Mr. Chair- 
man. 
NATIONAL ACCOUNTS REVIEW COMMITTEE 


Mr. Preston. What is the National Accounts Review Committee 
referred to in both your statement and in the justifications / 

Mr. Mernan. The National Accounts Review Committee was set 
up by the National Bureau of Economic Research, which is a private 
research organization in New York and a very well known profes- 
sional organization. Three years ago it appointed a committee of 
technical individuals to take a look at the the national income ac- 
counts, and to make suggestions and recommendations with regard 
to the next steps in the development of the accounts. They filed a 
report. 

The report was originally filed with the Budget Bureau. Sub- 
sequently a subcommittee of the Joint Commitee on the Economic 
Report of the Congress held hearings in which various individuals 
testified. The hearings were published i in this volume here (indicat- 
ing), and the report was published in an appendix to this volume. 

(Norr.—The National Economic Accounts of the United States 
Hearings before the Subcommittee on Economic Statistics of the 
Joint Economic Committee, Congress of the United States, 85th 
Cong., Ist sess., Oct 29 and 30, 1957.) 

Mr. Mreenan. It recommends the direction of progress of the na- 
tional income accounts. The projects that we have in the justifica- 
tions have to do with certain additional information that the com- 
mittee recommends should be incorporated and are the result of the 
review of that committee. This book that you are looking at at the 
present time, “U.S. Income and Product,” is the one that we have 
recently published. It incorporated the quarterly gross national 
product in terms of constant prices, which is the additional table 
that was provided for in the appropriation for the current fiscal yea1 
We have arranged to carry that tabulation by quarters in the future, 
and we are doing so at the present time. 

Mr. Preston. Are you putting out a similar book in each quarter ? 

Mr. Meenan. No, that is the comprehensive volume in which we 
brought all the data together since the 1954 supplement, of which 
we have sold 24,000 at the present time. 

Mr. Preston. Of this document? 

Mr. Meenan. Of the predecessor 1954 document. This magazine 
here is the December issue of the “Survey of Current Business.” This 
provides the breakdown of the real national output by quarters to 
date. Previously we only had the figures in terms of current prices, 
and here we put out the data in terms of constant prices. 
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ADDITIONAL POSITIONS 





Mr. Presvon. Let us talk about this incerase of 20 positions. You 
have been putting this out all along, and now you want 20 additional 
positions in that same bureau. 
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Mr. Mreenan. Twenty is for the national income work and six posi- 
tions for the census of foreign investments. 

Mr. Preston. Let us try to relate this question to the 20 positions, 
We are concerned about any increase in employment in the Govern- 
ment. Ina sentence or two, reduce down what vou said in your state- 
ment as to why you want 20 additional positions in connection with 
the preparation of national income and product data. 

Mr. Mreenan. The breakdown of those 20 positions has to do pri- 
marily with an extension of the work into 2 fields which are detailed 
in our justifications. This is spelled out in the work that needs to be 
done in the last chapters of that book on “U.S. Income and Output,” 
plus recommendations of the National Bureau Committee which we 
mentioned a short time ago. 

The first thing in the operations which we have detailed here has 
to do with the real net national product by industries. 

Mr. Preston. Mr. Meehan, you are confusing me quite steadily. I 
still do not know what you mean. What are these 20 positions for! 
What will those 20 people do ? 

Mr. Mrenan. The 20 persons will produce additional figures with 
respect to certain detailed operations of the national economy. 

In the real gross national product, we have broken it down into 
consumption, investment, government, and other segments. With 
these additional 20 positions which we are proposing, there are 3 
additional sets of data to be detailed. The first is the real net national 
income by industry. 

Here we are proposing to break it down by major industry to show 
the amount of income in real terms which is produced by the princi- 
pal industries of the country. 

Mr. Preston. You mean that has not been done heretofore in the 
Department of Commerce with all the money we spent ? 

Mr. Mrenan. It has not been done in this form. Tt has been done 
in the form of national income originating in industry. 

Mr. Preston. By industry ? 

Mr. Mrenan. By industry, but we have not produced figures show- 
ing the real—that is adjusted for price changes—output of the major 
industries of the countr vy: 

Mr. Presron. That is an amazing statement to me, Mr. Meehan. I 
thought that this Commerce Department was a pretty competent, 
efficient operation. That comes as a surprise that there is one im- 
portant area that you said it has not been furnished at all. 

Mr. Mrenan. It should not come as a surprise, Mr. Chairman, be- 

cause we have been operating under a limited budget, as you know. 

Mr. Preston. Mr. Meehan, did you spend long hours last night 
thinking that up? 

Mr. Mernan. You have to recognize that when you appropriate a 
certain amount of money, you get a certain result. You cannot expect 
if you are appropriating a certain level for a particular set of data 
that you can do more than is permitted by that amount. 

We were not able to do the gross national product on a deflated 
basis until last year when you and the other members of this committee 
and the Congress provided us with the money to do it. 

We have a volume of data here on the national income which we 
can keep going with the present level of expenditure. We cannot do 
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these additional tabulations and incorporate them in the accounts 
unless we receive an additional appropriation for the purpose. 

Mr. Preston. You have 51 people here working in the area of 
analysis of business trends and it looks like if they are analy ce otic 
ness trends, they would know exactly what your output has been by 
industry. 

Mr. Merenan. In order for them to do an effective job, we have 
through the years produced more and more interrelated and integrated 
facts. I believe we are doing a much more effective job now than we 
have in the past in analyzing the business situation. 

We do that, Mr. Chairman, not by sitting back and doing a better 
analytical job per se, but by producing an essential body of facts 
which is necessary for the purpose. Further, we are able to do more 
analysis of the interrelationships of the var ious oe since this 
is conditioned by the extent of detail which we are able to put into 
the national income accounts. 

We are not at this particular time able to do the three items which 
are outlined here in the projects—national product by industry, pur- 
chases and sales, by major industry, and savings—investments broken 
down into major segments of the economy. In order to extend our 
analytical work into these additional fields, it is necessary for us to 
build up the basic and requisite component statistics. 

Mr. Presron. Does anybody else want to make a statement that 
will justify this increase in this office? I am not insinuating that you 
have not made an intelligent and a well prepared statement, Mr. Mee- 
han. Tam just wondering if any of the other witnesses present would 
want to supplement what vou said. 

Mr. Mernan. This is Mr. Schwartz, Assistant Director, who is in 
charge of the national income program. Do you want to supplement 
the statement ? 

Mr. Scuwarrz. No; I think you have summed it up very well, Mr. 
Meehan. I think the point here is that while we have prepared a 
sreat deal of information on these national accounts, there are gaps 
on the industry side of the accounts. It is mainly these gaps that we 
would propose to fill with the projects for which we are asking funds 
for 1960. 

Mr. Moorr. Mr. Chairman, I think that possibly I could say this 
for the Department of Commerce: We look upon the Office of Busi- 
ness Economics as one of the most efficient offices that we have. 

They are continually being asked for additional statistical infor- 
mation which guides the Department in so many areas. That would 
be in many, many projects. of course. They simply give the facts, 
however. Mr. Nielson and J happen to serve on an interagency com- 
mittee, and we rely on the statistics from the OBE, because we find 
they are the most factual and broadest statistics we can get. Yet we 
are continually asking for further breakdowns, and I think these are 
so essential for the study of our economy today. We are very, very 
proud of the fact that the Office of Business Economics is in the De- 
partment of Commerce, and we would urge that this committee look 
with favor on this request for the necessary funds. 

Mr. Presron. T do not want the record to show that it is meant 
to imply that this committee does not have a high regard for Mr. Mee- 
han and his Office of Business Economies, and we are not criticizing 
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what he has done, but I want to be thoroughly convinced before | 
agree to add any Federal employees to the payroll that it is of vital 
necessity to have them and not a luxury. 

Mr. Moorr. Our position has been that, too, Mr. Chairman. We 
have been convinced that this is necessary, because we do not want to 
just add peopte to the payroll. 

Mr. Nievsen. I think, Mr. Chairman, you might also recall that 
when the Secret: ry was presenting his testimony a day or SO ago, 
one of his comments related to observations from his business con- 
tacts as to the extent of reliance on this particular Office for informa. 
tion and data. Of course, one of the important elements here is the 
U.S. income accounts, to which Mr. Meehan has been referring. These 
are constantly used by all of the economic groups in the Government, 

The Council of Economic Advisers and others need to see what the 
various trends may be in the U.S. economy, and this is one of the im- 
portant sources. 

Mr. Orcusir. I believe, Mr. Chairman, in the 6 years that I have 
been associated with the Department that the work of the Office of 
Business Economics has contributed greatly to our understanding of 
the functioning of the economy. The demands that have been made 
on this Office during the two recessions—the one of 1953-54 and the 
other in 1957-58, have been met by essential data furnished as a guide. 
post for current trends. When you consider that in 1953 we had a gross 
national product of approximately $360 billion and that we are now up 
to $465, you have some idea of the demands that are made on a small or- 

eanization of this type. The dedication of the men that are in the 
office, in my judgment is real; it is certainly not an empire building 
organization in any sense of the word. The men in the domestic affairs 
end of the Department of Commerce, along with ex-Secretary Weeks 
and now Secretary Strauss, are types coming from business that are 
not empire builders. I can assure you of that. 


CURRENT VACANCIES 


Mr. Presron. You are almost 20 employees short now of what you 
estimated you would have at the end of fiscal year 1959. 

Mr. Meenan. We are short, and the reason is that we have 10 indi- 
viduals that are in process of entering on duty. Also certain of our 
costs have gone up, as you know, and we do not have in sight all of the 
amount for the pay raise at the present. We were not allowed tenta- 
tively an amount of approximately $10,000 to cover the pay raise 
which on an annual basis amounts to about $40,000. So we have to 
make certain adjustments between now and the end of the fiscal year in 
order to allow for the amount that we do not expect to get. 

Mr. Presvon. You are not contemplating absorbing that pay raise, 
are you! 

Mr. Moore. Mr. Chairman, we were put in a very difficult position. 
As you know, we had to quit recruiting until we knew about this 
supplemental. We came up toa committee of the House and we were 
cut 10 percent of what we asked for, and they really told us to quit 
recruiting and everything else until we found out what was going to 
happen. 
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Mr. Niexson. I think it also should be pointed out, Mr. Chairman, 
on page 39, in noting the appropriation history of this particular 
oflice from 1955 to 1959, there were certain pay adjustments that have 
taken place. With normal increases—within-grade promotions that 
take place every year for personnel within this office—considered in 
relation to the overall picture of the economy these statistics supply 
and the use and the reliance which is placed on them, we are certainly 
getting real value for what is being put into this function. 

Mr. Meenan. Mr, Chairman, I might say if you take our present 
employment of 144, and add the 10 that are in process, you get 154. 
Qur appropriation will only be sufficient to support 156. 

Mr. Preston. So you will be pretty close to it? 

Mr. Mrernan. Yes, sir. 

Mr. Preston. Are there any questions on this, gentlemen ? 

Mr. Ceprerserc. Just one question. You stated in your opening 
statement that you needed these additional employees to accomplish a 
purpose. While you did say for a purpose, I think as one member 
who will have to vote on whether or not you get these persons, I would 
like a detailed statement as to what these people are for, what these 
men are going to do, what statistics they will provide, and what use 
will be made of those statistics. 

Mr. Preston. You want him to prepare a statement for the record ? 

Mr. Ceperserc. Yes, sir. 

Mr. Meruan. I will be glad to. 

Mr. Preston. Very well, he will do that. 

(The information requested follows :) 

Eleven of the 20 new positions would consist of statistical clerks in grades 
GS-4 to GS-6; the remaining 9 would be filled by business economists in grades 
GS-7 to GS-15. Of the latter group, the top positions would be one GS-15 
and one GS-18. These have been set up to handle the supervisory responsibili- 
ties on real national product by industries and on purchases and sales among 
major industries, respectively. 

Real product by industries, eight positions 

To produce annual data on the industrial origin of gross national product in 
“constant” dollars (i.e, GNP after elimination of price changes). Separate 
figures would be developed for approximately 10 major industrial divisions of the 
economy, e.g., mining, transportation, and so forth, with probably some addi- 
tional detail for manufacturing. 

In past work that is now being carried forward, we already have measured 
constant-dollar GNP, both annual and quarterly, in terms of consumer expendi- 
tures for goods and services, business capital goods, Government purchases, and 
het exports. The obvious next step is to secure estimates showing constant- 
dollar gross national product on an industry basis. These would permit a 
broader, more significant basis for assessing economic growth than is now 
available. 

Purchases and sales among maior industries, five positions 

Designed to provide data on the way purchases of the national product 
senerate income in the various industries. Interindustry purchases and sales 
information would be developed for about 85 to 40 lines of business, constituting 
the entire national economy. Once the estimates for the benchmark year 1958 
have been established, the program could lead to annual estimates via shortcut 
methods, improving the usefulness of the national income accounts for the 
analysis of current business conditions. 

rhe funds requested for the interindustry purchase-sales study would provide 
for a staff operation to lay out the study and to get underway the task of ad- 


Justine and piecing together statistical materials to complete a clear overall 
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picture. The project would require a period of several years for its full 
development. 
Saving and investment, seven positions 

To establish a new set of statements for major economic groups, going much 
beyond the consolidated saving-investment account for the economy as a whole 
which has been a standard feature of U.S. national income statistics. This 
extension of the national income accounts would permit a tracing of the current 
flow of savings throughout the economy into real investment, so that business 
and Government policy could respond more effectively to the changes which are 
constantly occurring. 


Fripay, May 1, 1959, 
PATENT OFFICE 
WITNESSES 


ROBERT C. WATSON, COMMISSIONER OF PATENTS 
DONALD R. ELLIS, BUDGET OFFICER 


SALARIES AND EXPENSES 


Program and financing 


| 1958 actual | 1959 estimate | 1960 estimate 


| 
Program by activities: 
1. Administration of patent and trademark system __. | $15, 891, 501 $16, 578, 000 $17, 545, 000 
2. Printing and publication of patent and trademark | 
material 2, 909, 411 3, 135, 000 3, 545, 000 


3. Executive direction and administrative services aek 724, 942 807, 000 $10, 000 














Total obligations , 854 20, 520, 000 22, 000, 000 
Financing: Unobligated balance no longer available -| 9, 146 EL ccna cote 
\- —_— it as eee od — — ———— 
New obligational authority — ‘ ekikeed 19, 545, 000 20, 0, 520, 000. yi 22, 000, 000 
New obligational authority: | | 
Ranreen i tins. . oo 52s. cil Jub dk od wk Bg gd 19, 545,000 | 19,000,000 22, 000, 000 


Proposed supplemental due to pay increases ii} 1, 520, 000 


Object classification 


| | 
1958 actual | 1959 estimate | 1960 estimate 


| | 

Total number of permanent positions--_- . 2, 350 2, 310 2, 440 
4 verage number of all employees Ptatatealt so ieaaeenet 2, 255 2, 210 2, 340 

Number of employees at end of year____--.--- sgadidibbbad il 2, 252 2, 165 2, 
Average GS grade and salary Cen ncmaitmmnsael aie $6,112 | 8.3 $6, 886 58 8. 2 __ %6,7%8 

01 Personal services: 

Permanent positions tithe alialalercailiadk $14, 32: z| $15, 302,000 | $15, 968, 000 
Other personal services = 350, a } 148, 000 | 427, 000 
Total personal services cae ae 14, 675, R20 15, 450, 000 16, 395, 000 
De RRO ce eas kedes a aceu Mth Oe eee : 17, 677 | 17, 000 | 20, 000 
OE eo a ae 15, 645 7,000 | 9, 000 
04 Communication services sete: 93, 441 | 115, 000 125, 000 
05 Rents and utility services_._............._-- aw dce 55, 936 80, 000 80, 000 
06 Printing and reproduction b widenupetnccseerh 2, 909, 411 3, 135, 000 3, 545, 000 
07 Other contractual services a . 86, 466 175, 000 | 180, 000 
Services performed by other age ncies.._- 353, 803 150, 000 | 175, 000 
08 Supplies and materials_. eats 133243 v3} 202, 684 180, 000 | 190, 000 
09 Equipment.__-.-.- os aak 7 Or aa Poe wee 208, 557 210, 000 | 230, 000 
11 Grants, subsidies, and contributions oe 04, ¢ 347 1, 000, 000 | 1, 050, 000 
13 Refunds, awards, and indemnities_--_- ee ; 10, 660 a - 
15 ‘Taxes and assessments ‘ 4 L | 1, 407 | 1, 000 | 1, 000 
Total obligations : chestad eka 19, 525, 854 20, 520, 000 22, 000, 000 


| 
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Mr. Presvon. The committee will be in order. 

The next item for the committee’s consideration is the Patent Office, 
which appears on page 74 of the committee print. We will insert in 
the record at this point pages 726 through 730 of the justifications. 

(The pages referred to follow :) 


GENERAL STATEMENT 


The Patent Office is currently endeavoring to carry through to completion a 
plan to reduce its backlog of pending patent applications and thereby make it 
possible to promptly process applications submitted to it by inventors. It is also 
actively endeavoring to modernize the patent classification system, to expedite 
the effort being made by its research and development group to mechanize the 
search function, and to improve other aspects of its operations. Established to 
stimulate inventiveness and technological progress, the Office will accomplish 
these objectives best when it has reached and can maintain a condition of 
operation which will insure to inventors a prompt determination respecting the 
patentability of claimed inventions, and which will permit the prompt disclosure, 
to the scientific and business community as well as to the public at large, of those 
advancements represented by patentable inventions. Only then can the Patent 
Office fulfill its statutory purposes with optimum efficiency. 

The estimate of $22 million for 1960 expresses requirements necessary for 
accomplishing a significant advance toward these objectives. Provision is made 
for a larger and better balanced examiner staff, for a modest increase in patent 
classification manpower, and for an intensified research and development effort. 

The 1960 estimate anticipates the disposal of about 92,000 patent applications. 
With 77,000 applications estimated to be received, this makes possible a net 
reduction of 15,000 in the backlog. It is estimated that about 199,000 applica- 
tions will be pending at the end of the current fiscal year. A reduction of 15,000 
would then place the backlog at 184,000 at the end of fiscal 1960. This compares 
with the goal of 100,000 estimated for a current condition of work at the con- 
clusion of the multiple-year program which is now underway. 

With so much work still to be done it is essential that funds be available to 
sustain an experienced examining corps and related staff of sufficient size to 
achieve steady backlog reduction over a period of years. The debilitation of the 
examining corps through steady attrition is something to be avoided. It in- 
evitably must result in the recruitment and training of excessively large num- 
bers of inexperienced personnel, for whom a period of years must elapse before 
they become sufficiently experienced to contribute their full share of productive 
results, 

The difficult period of staff buildup of the last several years is over, and the 
office now has the potential for a most productive period in its multiple-year 
program. The recruits necessary to achieve the staff planned for 1960 are 
considered to be readily obtainable. Even with assimilation of the planned re- 
cruits in 1960, the maturing of the present examining corps will make the staff 
for that year more experienced on the average than the staff for 1959. This 
fact makes the goal of 92,000 disposals for 1960 a practical one. 

The 1960 estimate contemplates a significant advance in the rate of backlog 
reduction, an enlarged reclassification program, and an intensified research and 
development effort. If the required funds are made available, substantial accom- 
plishments toward the condition of currency contemplated in the multiple-year 
program will be possible, 
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Summary of requirements 


inrmoprintian, BGD0 (POR OH 3 oc ceindtatindemacundwetabecnasécctendeiseducessas 
Add 
Proposed supplemental: 
FAY Oe GONE ca ncdindsnduceduaces 
Additional printing requirements--.-....-.........--..----------- 


$19, 000, 000 


te ct tata subi niaw anawiek ees aalenp cece ten ae 


315, 000 


1, 835, 000 


A iditional compensable day over 1959. .....-..--....-..--------.- si 65, 000 
Total peice Win atlas niaeb swans a ealaaal wane aes 1, 900, 000 
Base for 1960 - 20, 900, 000 
litference—1960 over 1959: 
7 ! 
Requirements | Difference, 
dencthen dite increase (+-) 
| | or de- 
1949 | 1960 } crease ( 


adjusted estimate 


(dministration of patent and trademark system $16, 640, 000 |$17, 645, 000 |+-$1, 005, 000 


Printing and publication of patent and trademark 


material : . ‘ 3, 450, 000 3, 545, 000 
Executive direction and administrative services - -- 810, 000 810, 000 |-- 
Gross requirements. een _....--| 20, 900, 000 | 22, 000,000 | +1 


lotal estimate of appropriation, 1960 





+95, 000 


, 100,000 1, 100, 000 


22, 000, 000 
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Mr. Presron. The request here is in the amount of $22 million and 
represents an increase of $5 million over the regular 1959 appropri 
ations. 

We have with us this afternoon the Commissioner of Patents, Mr. 
Robert C. Watson. 

Mr. Watson, I suppose you have a prepared statement? Do you 
wish to read it at this time? 


GENERAL STATEMENT 


Mr. Watson. I have a prepared statement which I will hand to you 
to be placed in the record. 

Mr. Preston. Do you wish to paraphrase the statement from notes? 

Mr. Watson. Yes, I will. 

Mr. Preston. It may be placed in the record. 

(The document referred to is as follows :) 


PROGRESS IN BACKLOG REDUCTION 


I am pleased to report continued steady progress in our program to reduce 
the backlog of pending patent applications to a manageable level. Although it 
has been necessary for us to allow our staff to decrease in size during the cur- 
rent fiscal year the backlog level at the end of March was 199,392, as compared 
with 207,166 at the beginning of the year. We now have a smaller staff, and 
new applications are being received at a very high rate, but I feel confident that 
some further reduction in the backlog may be realized by the end of the year. 

The average waiting time for Office actions on new and amended cases is 
heing steadily shortened. At the end of fiscal year 1956 the average waiting 
time for response was 17.4 months: at the end of fiscal 1957 it was 12.5 months: 
vy the end of 1958 it had been reduced to 8.7 months, and during the current 
fiscal year it has been further reduced to 7.7 months, the shortest period since 
the end of World War II. Further reductions will be difficult, but our goal is 
to achieve a 8-month average waiting time at the conclusion of our backlog 
reduction program. 


INCREASED PATENT ISSUES 


Patent issues for 1959 are estimated to be 52,500, which represents the highest 
number in 27 years. In 1960 we expect to issue 54,000, which will be the highest 
number issued in any one year in the history of the Office. The increased re- 
sources made available over the past few years have, of course, made it possible 
for the Patent Office to process increased numbers of applications and issue 
patents in larger numbers than heretofore. 


REQUEST FOR 1960 


The amount of $22 million for fiscal year 1960 will enable the Patent Office 
to continue its program to place the work of the Office in a condition of currency 
and to reduce the time of pendency of applications. It will also provide for a 
modest increase in the patent classification program and for an intensified re- 
search and development effort. Under this requested appropriation important 
additions in manpower can be made, an increased number of disposals will he 
possible, and, as I have already mentioned, a record number of patents will 
be issued. 

If we are permitted to sustain for the next few years the level of operation 
which the 1960 budget would provide, it would appear to be quite possible to 
realize our objectives by about 1965. Hence, the long-range picture has in it 
the prospect of attaining the desired current condition of operation substantially 
in accord with the plans laid out a few years ago. 


WORKLOAD ASSUMPTIONS 


The requested appropriation for 1960 will enable the Patent Office to dispose 
of approximately 92,000 patent applications during that year, a greater number 
than were disposed of during any one of the past 25 years. If applications 
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continue to be received at the approximate rate of 77,000 per year, a backlog 
reduction of 15,000 will be possible in 1960. At the end of fiscal 1960 the backlog 
would then stand at 184,000, as compared with the 199,000 estimated for the 
end of fiscal 1959. The increased production will come both from a_ larger 
and better-balanced staff of examiners and from the increased output of a more 
experienced examining corps. 





INCREASED EXPERIENCE OF EXAMINING CORPS 








It is worthwhile to observe at this point that the worst of the difficulties 
associated with the effort to build up our staff over the past few years now 
seem to be behind us. Our corps of examiners is presently more stable and 
is gaining the experience necessary for optimum production. During the cur- 
rent fiscal year, 1959, about 31 percent of our examiners are in the inexperienced 
category (less than 2 vears), as compared with 58 percent in fiscal 1958 and 
5O percent in 1957. During 1960, allowing for the additional examiners pro- 
vided in this request, the proportion of inexperienced examiners will be further 
reduced to an estimated 19 percent, unless our losses of experienced examiners 
are heavier than now anticipated. It is highly desirable that we be provided 
with the resources necessary to maintain this more experienced staff substan- 
tially intact until we reach the desired current condition of operation. 





RESEARCH 





AND DEVELOPMENT 





Because a significant portion of each examiner’s time is spent in searching 
U.S. patents, foreign patents, and patent literature, which may contain dis- 
closures of inventions pertinent to those which comprise the subject matter of 
applications under consideration, it is very desirable to continue our long-range 
research and development effort, the purpose of which is to provide mechanical 
aids for the use of the searcher. 

The mechanical means for searching which has resulted from the first research 
efforts has been operational for about a year in an area limited to one small ex- 
amining division. This operation was first based exclusively on the searching 
for chemical compounds (steroids). It has now been enlarged in a pilot operation 
to encompass not only chemical materials, but starting materials, processes of 
making the materials and characteristics of the created materials. This pilot 
operation is now being used in searching an important subclass of the polymer 
(plastic) field, but certain inadequacies have been uncovered, and the system 
is being expanded to correct these inadequacies. 

From the limited experience thus provided it is believed that mechanical search- 
ing has fully demonstrated its potentialities as a vehicle for faster and more 
thorough searching of the prior art by both the Patent Office and the public. 
Not only is each mechanized search accomplished in much less time and with 
greatly reduced mental and manual efforts on the part of the searcher but ancil- 
lary searches are freely available to him whenever indicated by aspects of the 
invention which first develop during the pendency of the patent application before 
the Patent Office mechanized searching has been found to make easy the extension 
of the limits of each search far beyond those which are economically practical 
by present nonmechanized means. This has resulted in instances of timely identi- 
fication of obscure, but valid, evidences of prior knowledge affecting the patent- 
ability of claimed invention, which only the highest degree of diligence, experi- 
ence, and familiarity with the substance of the art can detect by nonmechanized 
means. These, if undetected until after the inventor had spent his time and 
money in efforts to develop the invention, would jeopardize that investment 
through the inherent alteration in scope and legal effect that could be given that 
invention. 

The proposed expansion of the research and development effort in 1960, based 
on the encouraging results indicated thus far, looks toward an even more sophis- 
ticated and successful approach to the remaining subclasses of polymers. More 
information than is now being searched on the single subclass will be encoded 
for retrieval, and this project, when operational, should prove to be a springboard 
to still more sophisticated searching of the chemical arts, and even into the me- 
chanical and electrical arts which present additional complex problems. Intensi- 
fied research efforts are also planned to develop more efficient ways of process- 
ing published technical documents into a form that is acceptable to the machine 
as well as to devise techniques for training the users of the system to fully realize 
the capabilities of machine searching. 
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The end is not yet in sight when mechanical searching will supplant human in- 
telligence in the search process; however, the progressive complexity of inven- 
tions, paralleling industrial advancement, and the increasing interchange of ideas 
between nations has, of necessity, stimulated the need for reducing, through more 
rapid mechanical means, the time required for the communication of these ideas 
to the business community and world markets. The increase requested for 1960 
will make possible intensified efforts in this direction. 


MODERNIZATION OF THE PATENT CLASSIFICATION SYSTEM 


An accurate and comprehensive classification of patents and other scientific 
documents is the most important single tool of the patent examiner. It is the 
means of preselecting the group (class and subelass) of patents and other 
reference literature which contains the disclosures most pertinent to the appli- 
cation under consideration. Continuation and expansion of the current effort 
to modernize the classification system to facilitate the eXaminers’ search process 
is 2 highly important objective of the Office. Taking into consideration the 
work now in progress and the probable number of new patents to be issued 
during the present fiscal year, it is estimated that, at the beginning of fiscal 
1960, Classification groupings involving about 1.2 million U.S. patents in the 
more active arts will be in need of reclassification into more suitable groupings. 
The ultimate classification of U.S. patents, foreign patents, and other reference 
maiterial into suitable groupings is expected to contribute materially to the 
transition to mechanical search processes currently under development. Since 
patent Classification must be done by the more experienced examiners, it has 
been exceedingly difficult to attack the reclassification problem with the neces- 
sary vigor without disrupting the patent application disposal program. With 
the increased level of experience of the examining corps, it will be possible to 
allocate more examiner effort toward this end. The 1960 request provides for 
a modest, but significant, increase in classification manpower. 


TRADEMARKS 


Trademark activity continues at a very high level. The number of new appli- 
cations for registration received during the past 5 years has averaged approxi- 
mately 20 percent higher than the average for the previous 5-year period. With 
experience and stability of the corps of trademark examiners continuing to be 
1 major factor in its effectiveness, this high workload has been successfully 
met with a substantially smaller staff than was employed during the preceding 
‘year period. Even though trademark applications continue to be filed at a 
high rate, we feel that the present staff can deal successfully with the antici- 
pated workload. 

INCOME FROM FEES 


As you know, most of the income of the Patent Office is derived from fees 
established by the Congress. Income from fees was $6,938,521 in 1958, and we 
estimate income of $7,200,000 in 1959 and 1960 under existing legislation. Bills 
have been introduced (H.R. 2739 and S. 494) which, if enacted into law, would 
increase the income of the Office by about $3,500,000. All income of the Patent 
Office is, of course, deposited to the credit of miscellaneous receipts of the Treas- 
ury. All operating costs are paid from funds appropriated annually by the 
Congress, 

Mr. Watson. Shall I introduce those who have come with me? 

Mr. Presron. If you wish. 

Mr. Warson. First Assistant Commissioner, Mr. Arthur W. 
Crocker; Second Assistant Commissioner, Mr. Maurice A. Crews: 
Mr. Clarence A. Kalk, Director of Administration; Mr. D. D. An- 
drews, Director of Research and Development; Mr. Donald R. Ellis, 
ludget officer; Mr. R. L. Franz, assistant budget officer; and Mr. 
Sam W. Kingsley, personnel officer. 

Mr. Preston. All right, Doctor, you may proceed with your state- 
ment. 
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ACCOMPLISHMENTS IN 1959 


Mr. Warson. T inay perhaps briefly refer to the performance of the 
Patent a during the fiseal year 1959, which is not vet altogether 
completed, by saying that 1 think that the performance so far has 
been up to our promise of last year. The average time during whieh 
an applicant must wait for an opinion from the Office, after “having 
submitted for our consideration a new or an amended application, 
has steadily decreased and was on April 1, 1959, 7.7 months. The 
decrease in average waiting time which has been realized this year is 
five-tenths of a month. 

On July 1, 1956, the average waiting time was 174% 9 months, so 
that since that date the average W aiting time has fallen almost 10 
months. Our backlog will have been reduced by July 1 by 8,000 ap- 
plications, from 207,000 at the beginning of fiscal 1959 to 199,000 at 
its end. 

Our production goal for the year was 85,000 disposals and this goal 
will be reached and probably exceeded. 

Were it not for certain provisions of the Space Act which require 
correspondence with the space agency with respect to certain applica- 
tions and which cause their delay after they have reached a condition 
for allowance, our disposal record would no doubt be even better. 


PROSPECTS FOR 1960 


For the coming fiscal year we have asked for an appropriation of 
$22 million. This is for the purpose, in the patent examining effort, 


of increasing the average size of the staff of examiner assistants by 35 
examiners, from an average of 990 examiners to an average of 1,025; 
and also to add 25 clerks. 

It will also provide 40 man-years of overtime work on the part of 
experienced examiners. 

With this added staff and with the advantage of 40 man-years of 
overtime, we expect the backlog to fall during ‘the course of the year 
by 15,000 applications or from 199,000 to 184,000. 

We anticipate that the receipts of applic ations will be about the 
same as they are being currently received and during the year some 
77,000 are expected. 

Our disposals will total, we believe, about 92,000, this being the 
product of 1,025 examiners at a disposal rate of 90 which we believe 
to be a reasonable average disposal rate for the coming fiscal year. 
This will be the highest “annual number of disposals by the Patent 
Office since the years of the great depression, when there was a very 
high disposal rate because persons were not continuing to prosecute 
their applications. 

The average waiting time is expected to be considerably reduced. 
This has fallen steadily during fiscal years 1957, 19! 38, and. 1959, and, 
as I have already pointed out, was on April 1, 19! 59, To months. It 
is believed that during 1960 the av erage W aiting time will be further 
reduced and that by the end of that fiscal year the great: majority of 
examining divisions in the Patent Office will be within 5 months of 
being current. We expect to issue 54,000 patents, an increase of 1,500 
patents over the current year. This will be the largest number of 
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patents the Patent Office will have issued in any one year in its 


history. 
CLASSTFICATION OF PATENTS 


We propose to increase our classification staff by 20, from its pres- 
ent average of 66 to an average of 86 during fiscal 1960. This num- 
ber, 20, is about the maximum that can be efficiently trained in classi- 
fication procedures and assimilated into the classification group dur- 
ing the year and is a further step in the direction of providing a re- 
classification staff of sufficient size and experience to complete the 
reclassification program. 

It was originally contemplated, and is still contemplated, that the 
services of approximately 100 classifiers for a period of 4 years will 
be necessary to accomplish the task of reclassification of the approxi- 
mately 1.2 million patents which need reclassification, with an initial 
staff buildup period and a final staff tapering off period. Such a 
staff would be able also to reclassify the 80,000 or more patents which 
are each year added to the mass of patents needing reclassification, 
with the result that the examiners’ libeatty of U.S. patents will be 
in excellent condition for searching purposes at the end of this opera- 
tion and a much smaller staff could then carry on the work of classi- 
fication in a satisfactory manner. 

Because of the fact that it has not been possible, and is still not 
feasible, to transfer the necessary numbers of trained examiners from 
examining work to the work of reclassification, the reclassification 
plan has been somewhat delayed. It is proposed, however, to carry 
it to completion substantially as originally laid down, the only differ- 
ence being in the timing. 


RESEARCH AND DEVELOPMENT 


To increase the size of the staff of the research and development 
group, we propose to add 20 professiona! employees so that that group 
will be enlarged from 19 to 39, and some 15 clerks are proposed to be 
added. 


MECHANICAL MEANS FOR PATENT SEARCHING 


The mechanical means which is utilized for making searches 
through the patents disclosing steroid compounds has been in use for 
about 114 years and is wholly relied upon in making searches through 
some 2,000 patent disclosures. Such a search can be made in about 4 
minutes and the quality of the search work accomplished is very 
satisfactory. The machine employed can be a commercial type of 
card sorting machine. Savings in search time are substantial and 
while the five examiners engaged in this examination effort use the 
machine primarily for searching compounds, chemical processes car 
also be searched indirectly through a multiple search for a series of 
compounds. Efforts to perfect the means for mechanically search- 
ing patents disclosing polymers wil! be increased and the 20 addi- 
lonal professional persons who are proposed to be employed during 
fiscal 1960 will be assigned to improving further the technique em 
ployed in the pilot operation which was initiated in fiscal 1959 and 
Which has not yet been perfected, and to coding the approximately 
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5,000 polymer patents, the information contained in which has not 
yet been placed on cards. 

In the two subclasses totaling 400 polymer patents, the disclosures 
of which have already been coded and placed on cards, the search 
is accomplished on our ILAS machine and requires about 22 minutes 
because of the large number of cards which must be passed through 
the machine. About 10 cards per patent are required because of 
the large amount of information which each patent contains. Much 
work remains to be done before polymer patents may be searched as 
the steroid patents are now being searched. An IBM computer type 
machine known as the RAMAC has been rented and research is going 
forward looking to the ultimate use of this or a similar machine in 
the searching of patents of all classes, although at present, in the ef- 
fort to use it, only the disclosures of chemical patents are being con- 
sidered. 

Work with the Bureau of Standards will be continued in a joint 
effort to devise ways to utilize the SEAC electronic computer and 
other electronic machines there located. 

This and certain other projects of the Office of Research and De- 
velopment must be characterized as basic research for which no time 
schedule may be laid down. A committee, headed by Dr. Mervin J. 
Kelly of the Bell Telephone Laboratories and comprising experts in 
the field of electronic computers has recently st adied the Patent Office 
research effort and has orally extended encouragement to the staff. 

No written report of this committee has been received, but it is 
believed that a formal report will be drafted in the near future. 

That, Mr. Chairman, summarizes briefly our three main areas of 
increased activity. 

Mr. Preston. Mr. Commissioner, I tried to find in this statement 
that you furnished the committee some of the words you were using 
but I did not find any of them there. Is that an entirely different 
statement from the one you furnished for the record ¢ 

Mr. Watson. It is. My oral statement comes from notes which I 
wrote to supplement the written one, which was prepared by my very 
able assistants and probably is a better statement. 

Mr. Preston. It may be, but I think it would be helpful when you 
are going to make a statement like that from a document that we 
have copies of that for the committee members to follow you with. 
It is a lot easier to follow a witness when he is reading technical mat- 
ters to follow it with him. 

Mr. Watson. I can get copies over to you this afternoon. 

Mr. Preston. We follow better when we have copies to read as we 
go along. 

INVESTIGATION BY COMMITTEE STAFF 


Now, at the outset I want to dispose of this investigative report 
made by the investigative staff of the Appropriations Committee. 
Rather than go through this report item by item today at the hear- 
ings I am going to place it in your hand, Mr. Commissioner, for 
your response to the committee on the criticisms listed in the report. 

By and large the report is not a hostile report. It deals with some 
of the things that you have already mentioned here in your testimony, 
matters of classification and it deals extensively with the question of 
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fees. So I think the best way to handle it is to give it to you for your 
use and comments to the Appropriations C ommittee about the criti- 
cisms at the earliest time that you can get them to us, no particular 
deadline being involved. 

Mr. Warson. In writing? 

Mr. Preston. Yes, sir. 

Mr. Warrson. I shall read this with the greatest interest. 


INCREASE IN FEES 


Of course we do have a proposal to increase our fees and on Monday 
morning will appear before the House Committee on the Judiciary in 
support of a bill to that effect. 

Mr. Preston. I am not at all sure I am in favor of it. 

Mr. Warson. It purports to increase the intake of the Patent Office 
in the average year by about $3.5 million. 

Mr. Preston. I want something left to the taxpayers for income tax 
they pay that is reasonable. Everybody seems to want everything 
self-sustaining. The Post Office Department and other agencies are 
saying that they must make their functions self-sustaining. About 
the only thing left now if these fees and others are raised is that he 
will get his census taken without any charge. That is about all that 
is left. 

Mr. Warson. In the Patent Office, we feel that the proposal is 
realistic. Fees have not been raised since 1932 and much has hap- 
pened since that time that would seem to warrant some increase. 


PROGRESS OF 8-YEAR PLAN 


Mr. Preston. Do you have charts with you today to give us an 
illustration of how you are coming along with the 8-year plan? 

Mr. Watson. Yes, we have the original 8-year plan chart, with 
actual progress recorded to date. It shows that so far as reduction of 
backlog is concerned we are not on time. 

Mr. Preston. Might I see that chart? 

Mr. Watson. Yes, sir. 

(Witness tenders document to chairman.) 

Mr. Watson. We have a statement which we prepared as a sort of 
résumé of the result of our endeavor to follow our original 8-year plan. 
lt is very brief and I will read it to you. 

The 8-year plan was formulated in 1955. The forecast of budgetary 
requirements, based upon 1955 cost factors, contemplated appropria- 
tions of $14,800,000, $17 million, and $18 400, 000 for the fiscal years 
1956, 1957, and 1958, for a 3-year total of $50.2 million. 

When adjusted for new cost increases entering the picture since 
1955—retirement contributions, increase in printing rates, increased 
salary rate for examiners, and the new pay, act—these amounts would 
become $14.8 million; $17.7 million; and $21.6 million, for a 3- -year 
total of $54.1 million. 

an unds used during the 3-year period amounted to $50.5 million or 
} percent of the original ian as adjusted by new cost increases. 

“The 8-year plan called for the disposal of 265,000 patent applica- 
tions during the 3-year period, 1956, 1957, and 1958. Actual disposals 
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amounted to 240,097, or 91 percent of that total called for by the origi- 
nal plan. 

The 8-year plan called for 3,055 man-years of exanuner effort, in- 
cluding 270 man-years of overtime, for the disposal of applications 
during the 3-year period, 1956, 1957, and 1958. Actual manpower 
amounted to 2,882 man-years, including 176 of overtime or 94 percent 
of the original plan. 

So that we used 93 percent of the funds and we disposed of 91 per- 
cent of the applications we though we could dispose of and we used 
oi i a of the manpower. 

Mr. Preston. Well, your figures are pretty close together. 

Mr. Watson. They are pretty close together for the 3 years com- 
pleted. The year 1959 has not been completed, but if we were to in- 

clude the estimate for that fiscal year, the figures would run this way: 

The funds used for the 4 years oat be 93 percent of the funds 
which were planned to be expended, the applications disposed of would 
be 89 nmol of the applications which we had hoped to dispose of 
during the 4 years, and the manpower engaged would be 93 percent 
of that for which we had planned. So while we expect a 4-year total of 
89 percent in the number of applications disposed of, these figures are 
generally comparable. On the face of the original plan, if you re- 
vard only the vertical bars giving the total number of applications 
in the backlog, we are in arrears. Tf you consider the other departures 
from the original plan, the record seems to be fairly good. 

Mr. Preston. Well, of course, we do not know how wisely you have 
used your money, the 93 percent that you have had, or whether that has 
anything to do with it or not, but at least we are all moving in the 
general direction that we set out to travel in. 

Mr. Watson. We are definitely, Mr. Chairman. We are over the 
big difficulty, namely the recruitment, and I think last year I called 
your attention to a chart which showed the large proportion of un- 
trained men which we suddenly assimilated into « our examining staff. 

For instance, in the year 19 56, 32 percent of the men had less than 2 
years’ training; in 1957, 50 percent of the examiners had less than 2 
years’ training; in 1958, 53 percent of the examiners had less than 2 
years’ training. Now, in 1959 it has dropped to 31 percent and next 
year, even though we add 35 examiners, it will only be 19 percent. 

For the next year, as you will see, we expect to realize a disposal rate 
of 90 and to have a better record of disposals. Following that, if we 

can maintain the staff, we think that the record established by the 
Patent Office in its disposal of applications will be still better. 

Mr. Preston. How do you account for the drop from 1,068 in fiscal 
1958 to 990 in 1959 ? 

Mr. Watson. With the $19 million appropriation this year, we have 
maintained the staff which we could afford to keep. Actually, we have 
been losing examiners each month for the last 18 months, anywhere 
from 1 to 11 examiners a month. You will remember this year, 1959, 
was to be a moratorium year and, with higher salary rates for exam- 
iners, necessarily involved a reduction in “the size of the examining 
staff. 

Mr. Preston. We allowed you the exact amount that the budget 
approved, $19 million ; did we not? 

Mr. Watson. Yes, you did. 
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RELATIONSHIP OF TECHNICAL STAFF TO ADMINISTRATIVE AND 
CLERICAL STAFF 


Mr. Preston. In that regard I have a question here I want to ask 
you; in reporting on progress in the program to reduce the backlog of 
pending patent applications you mentioned the ree to allow the 
staft to decrease in size duri ing the current fiscal year. The committee 
in its report last year included the following statement: 


It is the feeling of the committee that a larger part of the proposed decrease 
should be in administrative and clerical positions and that plans for fiscal 1959 
should be reexamined with the purpose of placing all possible emphasis on 
reduction of backlog. 

What action did you take in this regard, Mr. Commissioner? 

Mr. Watson. When we received your report and the report of the 
Senate committee which followed, we established a group of com- 
mittees which looked into every aspect of our operation. Every point 
that was raised either in your report or in the Senate committee’s 
report was given most careful study and consideration. 

We did not find as a result of that consideration that we were top- 
heavy with the administrative and clerical staff. Is that what you 
mean ¢ 

Mr. Presron. Yes, sir; that is what I mean. 

Mr. Watson. I think that we have probably a minimum number 
engaged in administrative and clerical'duties. At any rate, there was 
no suggestion made to me that I can recollect to the effect that some 
of us in the administrative and clerical staff might well be working 
some place else. 

Mr. Presron. Who composed these committees; your own people? 

Mr. Warson. Yes; our own people. 


STAFF REDUCTIONS IN 1959 


Mr. Preston. Let us goon. I donot know your people. I have no 
reason to suspect they would not do what was right, of course. 

Mr. Budget Officer, how many people did you have to reduce as a 
result of not obtaining what you thought the budget should have 
given you; the total number ? 

Mr. E.uis. The average number planned for 1958 was 980 on the 
honprofessional staff and 1,270 on the professional staff, for a total of 
2.20). 

Mr. Presron. You are talking about 1958 ? 

Mr. Estas. I will give you 1959. That is 955 average in 1959 as 
compared with the 980 in 1958. On the professional side, which is all 
of the examiner- type personnel, the 1959 average is 1,255, compared 
with the 1,270 planned for 1958. I might add, Mr. Chairman, that 
the relationship of the clerical and administrative staff, which is 
necessary to keep professional people on the professional tasks, is 
about as low in relationship to the total staff as it has been in many 
years. 

Mr. Preston. How many people did you drop in fiscal 1959 because 


- did not obtain as much as you requested from the Bureau of the 


Budget? I make that distinction because we allowed the budget 
figure. You have only mentioned 40 people. 
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Mr. Exnis. We had an average of 2,250 in 1958 and an average of 
2,210 in 1959 so there has been a 40 drop between the 2 fiscal years 
in average employment. 

Mr. Preston. And despite this you increased your output, did you 
not ¢ 

Mr. Exxits. The experience and thus the salary rate and output of 
the examiner personnel increases as it goes along. For the same dol- 
lars, if we have a number of new examiners who are being paid in 1 
fiscal year at the rate of a grade 5 or 7, we can cover a greater nuinber 
of them than in the succeeding year during which, if “they stay with 
us, they would be eligible for salaries of a grade 9 or 11 level. 

Hence, within the examiner group asa ‘whole, we have, to some ex- 
tent, declining numbers but increasing experience and salary rates, 
so that the total money might not change a bit but the numbers we 
could pay for do decline. 

I might add, too, Mr. Chairman, that as long as the product that 
the examining staff puts out remains high, that is the principal thing 
that generates the need for the clerical assistants. Otherwise the 
technical people would have to do clerical tasks. It is not strictly a 
comparison of numbers but rather a determination as to what makes 
up those numbers—whether the examiners are experienced or in- 
experienced within the same money. 


TURNOVER OF PERSON NEL 





Mr. Presron. Are you having as much of a problem with your 
turnover as you did at one time ? 

Mr. Watson. No. 

Mr. Presron. That is evidenced by the figures you just 
the chart there. 

Mr. Watson. Yes; the turnover is less among the professional 
staff. If you disregard the ones who go into military service, most 
of whom return, the turnover is only about 9 percent. That is not 
the overall, that is just the professional. 


gave on 





PENDENCY 





FOR PATENT APPLICATIONS 
Mr. Presron. When you mentioned a waiting period of 7.7 months, 
what are we talking about, about the time when applic tins is origi- 
nally filed until the patent is issued ? 

Mr. Warson. No; that still remains high. 

Mr. Preston. That is the figure we want to hear about. 

Mr. Watson. Well, I am sorry to say that as of now, the average 
time of pendency is 8 years and 3 months. In 1954 it was about 3 
years and 61% months. We have not. been able to bring it down as 


we had hoped and yet the point is still on our curve of prognosis, you 
might say. 


Mr. Preston. This is strange thing. 

Mr. Watson. Here is where we are [indicating] but last. year ‘ 
started down much more rapidly. Now it has leveled off and i 
right on our curve. 

Mr. Preston. We started the 8-year plan in 1955. 

Mr. Watson. Yes, sir. 

Mr. Preston. And we are into the fifth year of the 8-year plan? 
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Mr. Watson. I would like to correct that statement. In 1955 we 
developed the idea of the 8-year plan. For fiscal 1956, Mr. Chairman, 
you gave us $14 million. 

' Mr. Preston. Raised you from a budget request of $12 million to 
$14 million. 

Mr. Watson. So we hired additional employees. 

Mr. Preston. In 1956? 

Mr. Watson. Yes; but the 8-year plan did not really begin, as shown 
on this chart, until we presented it to you in the budget for fiseal 1957. 
Technically speaking, fiscal 1957 was the first year of the 8-year plan, 
although in the résumé I gave you I included the preceding year of 
1956 because we did have a buildup year. 

Mr. Preston. Well, let us see, then, we are in 22% fiscal years, we 
have reduced the overall waiting time from date of application to 1s- 
suance of patent or final action only about 8 months. 

Mr. Watson. That is right, 8 months and a little over. 

Mr. Preston. Well, now, our purpose in giving the extra funds as 
we have been doing was to try to make it possible for a patent appli- 
cant to get an application acted upon reasonably soon and get away 
from this approximately 4 years. I think back in 1955 it was nearer 
| years, the waiting period from my recollection of testimony. My 
recollection is that we had about a 4-year waiting period. 

Mr. Watson. In 1955 it was about 41 months. The chart goes all 
the way back. Have youa copy of the chart ? 

Mr. Preston. Not of that chart. 

Mr. Watson, Well, this is one I made of record last year. 

(Witness tenders document to chairman. ) 

Mr. Watson. IT have failed to bring with me this time a chart which 
we had used Jast year or the year before showing the lag between the 
commencement of the buildup effort and the steep decline in the back 
log. That is still ahead of us. When that comes along, which may be 
next year, I believe this decline in total elapsed time will follow pretty 
we he pattern originally laid down | indicating}. 

. Preston. We will never get better than 2 years under this. 

Mn Watson. Well, it depends on the diligence of the applicants. 
Here is an area below this line which we cannot touch. By law the ap 
plicant can wait 6 months before he finds it necessary to reply to a 
letter of rejection which we transmit to him and he has an absolute 
legal right to wait that 6 months. We have 15 months on the average 
which is consumed by the applicant. That is the average now. But 
if the applicant is diligent and does not wait more than a couple of 
weeks after we write to him, that time may be reduced to 6 weeks, al- 
lowing for 36/10 actions by the Patent Office on his application. 

There are certain things which we can do to coerce the nondiligent 
applicant, the man who is perfectly content to have his application re 
main indefinitely in the Patent Office, and we are doing those things. 
We are presently giving him less opportunity to be a dilatory. 

So I say that our original promise to make it possible for an appli 
cant to obtain a patent in about a year’s time if he is diligent Is still 
good, providing, of course, that we can realize our expected condition 
of currency, which means no more than about 3 months’ delay for each 
action on our part. 

Mr. Preston. Well, your aim isto have about 100,000 backlog, right 4 

Mr. Watson. That is right. 
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Mr. Preston. And in that time will be disposing of about 100,000 
a year? 

Mr. Warson. It depends upon the intake. If we have a thousand 
examiners and cach disposes of 90 applications a vear, that would be 
90,000. 

Mr. Preston. But you have got to have a 1,025 setup under this, 

Mr. Watson. Yes, 1. O25 to dispose of 92.000 applic ations. 


ADDITIONAL POSITIONS FOR 1960 


Mr. Presron. Do you have a chart with the breakdown of the in- 
crease of 130 positions that you are seeking in this budget / 

Mr. Watson. Yes. 

Mr. Preston. Showing how many examiners, how many classifica- 
tions, how many clerks, how many secretaries / 

Mr. Watson. I have this chart. 

Mr. Preston. I am afraid that is not the type we need. Is this what 
you are referring to/ 

Mr. Watson. Yes, 35 are patent examiners, 20 professional people 
are patent classifiers, and 20 are for research and development. That 
totals 75 professional employees and there are 55 clerical employees, 
making a total of 130. 

Mr. Preston. We will insert this chart in the record at this point 
showing the breakdown. 

(The document referred to is as follows:) 


Distribution of average paid employment 
a | : : 
1958 1959 1960 Change from 

1959 


Patent examiner assistants_ , 068 990 | 1,025 +35 
Patent classification staff__ 5 6 86 +20 
Research and development “staff__ 39 | 
Trademark examiners__- 36 38 | 38 | 
Design examiners. - -._-- | 21 | a1. 
Other examiner personnel. 2 21 | 121 | 

Total examiner staff__- ,alt 258 1, 330 
Administrative and clerical staff - -- 55 | 1, 010 


Total average paid employment_.___- 2, 258 2, 210 | 2, 340 
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Distribution of personal services 


























1958 Adjusted 1959 | 1960 Change from 1959 
he ae ea ks rn ae go aT ind cox ae 
Aver-| Aver- Aver-| Aver-| 
| age | Amount age Amount age Amount age | Amount 
| num-} num- num- num.- 
| ber ber ber ber 
-$ os 2 aan ec alee teelisn ciel hoi a g ma 
| | 
(ffice of Commissioner 17 $141, 083 17 | $157,000 17 $157, 000 
Office of Solicitor 17 129, 204 17 143, 000 17 143, 000 
Board of Appeals 41 $27, 875 51 474, 000 51 474, 000 | 
frademark Trial and Ap- | | 
peal Board... 10 79, 000 10 79, 000 
Board of Patent Interfer- a 
ences a ‘ 8 105, 000 8 105, 000 
)ffice of Interferences. | 12 | 134, 764 
Office of Research and De- | 
velopment ' i a 119, 204 24 | 205, 000 59 364,000 | +35 +$159, 000 
Office of Information Serv- | | 
ices | e4 20, 000 3 20, 000 
atent Examining Opera- | 
tion. 1,567 | 11, 136, 919 1, 403 } 11, 482,000 |1, 588 | 12, 207,060 | +95 +-725, 000 
lrademark Examining Op- | 
eration | 100 | 566, 908 93 576, 000 93 576, 000 |__ 
iffice of Administration 487 | 2,119, 863 494 2, 270, 000 | 494 2, 270, 000 |. 
| eee maprellcommngns — ae amend . 
Total personal services |2, 255 | 14, 675, 820 [2,210 15, 511, 000 2, 340 | 16,395,000 |4+-130 | +884, 000 
' } ' 





Mr. Presron. Is that about the same ratio you have, 55 clerical 
for 75 profession: al ? 

Mr. Ex.as. It is about 45 percent clerical and 55 percent technical 
overall. These additional clerical employees would be direct assist- 
ants in the examining divisions for typing actions, doing the clerical 
coding work in research and Sere and the clerical composition 
work in the classification area. 

Mr. Preston. A higher percentage of the 130 will be allotted to 
the professional services than ordinarily ? 

Mr. Exxis. Yes, sir. 

Mr. Presron. I think at this point we should open the matter up 
for questions. 

Mr. Flood, do you have a question ¢ 


EXTENSION OF 8-YEAR PROGRAM 


Mr. Froop. It would occur to me, Mr. Commissioner, that at the 
end of the 8-year period you will come back here and ask for pretty 
early 10 percent. more money to mop up for 1 more fiscal year. That 
is what always happens in every program I have seen here since 
right before the War Between the States. The way you are going it is 
hot going to be an 8-year program, it will be a 9-year-6- month pro- 
gram that will cost us about 10 percent more money than we first 
talked about when we started this program; is that not the way the 
thing is going? 

Mr. Warson. Mr. Flood, I can hardly make that admission. 

Mr. Froop. What part of it will you make, 9 years, or 8 percent? 

Mr. Warrson. I would say there is a possibility that by 1965, which 
is to be the conclusion of the 8-year program, we may be down to 
100,000 applications. 

Mr. Froop. At the end of the eighth year? 
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Mr. Warson. But there are many imponderables. We have no 
control over the number of applications which are received. 

Mr. Fioop. Let us use the rule “i reason as against money, body, 
application, the rule of reason. I do not know what that means, 
but whatever it is, let us use it. 

Mr. Watson. I would say there is reasonable expectation that the 
objectives of the 8-year program may be realized at approximately 
theend of 8 years. It may be 9 years. 

Mr. Froop. That is what I say. I am building up a wardrobe 
here by betting bureau chiefs and Cabinet members about what they 
are not going to do; a hat from Mr. McElroy, a suit of clothes from 
somebody in the Navy; do you want to settle for a necktie? 

Nine years, I say you are going to make this over 9 years, as the 
9 fiscal years; and that you will come back here in the eighth fiscal 
year and ask for money for the completion of the ninth fiscal year 
and that it will average 8 percent beyond the total figure you gave 
us in 1955 when we sat across this table. You may remember, the 
record will show I said that then, that is 4 years ago. I just want 
to see if anything is changing. 

Mr. Warson. Well, let us put it this way: When we initiated the 
plan, we had to make a good many assumptions. One principal as- 
sumption was that we should be able to receive examiners in orderly 
fashion from time to time as we needed them. Our expectations were 
not realized. They crowded into the office in great groups in the 
month of June. I[t imposed more burden on the experienced ex- 
uminers than we had anticipated. Our program is behind—— 

Mr. Fioop. You knew. You told us that then. We knew it. You 
knew it. That happened. That is over with. All those conditions 
preceding the bad years are gone, you are over the hill, 9 years plus, 
10 years. All those things being true, giving you the best of the deal 
as you know it, I state your Case, you are going to come back here 
for 10 percent more money and a minimum of 1 full fiseal year to do 
what you told us you would do in 8 years; is that so? 

Mr. Warson. It is very definitely certain that I will not be here 
asking for more money. 

Mr. Froop. We hope youare. Let useven go that far. 

Mr. Warson. I will concede this in answer to your statement: I 
think we will have to have some luck with us to complete the program 
within the period of 8 years. 

Mr. Fioop. That is a classical understatement. 





PENDENCY OF 





APPLICATIONS 


All right; on the first page of the statement prepared for you by 
your long-haired people down there I see an interesting phrase. We 
are not amateurs at phrase making ourselves, but here is a curious 
one, “A condition of currency.” What in the world is that? That 
is real gobbledygook. Maury Maverick would love that one. What 
is a condition of currency # 

Mr. Warson. A condition of currence y as we understand it in the 
Patent Office is one in which a new applicant may receive a reply 
from the Patent Office within about 3 months, and the person who 
resubmits his application for further consideration shall likewise re- 
ceive an opinion from the Patent Office within that period of time. 
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Mr. Fioop. Then the rest of the sentence of course is properly in 
the conjunctive and you say, “And to reduce the time of pendency of 
applicat ion.” 

What is the pendency of the application as distinguished from a 
condition of currency after he gets the first 3 months? 

Mr. Warson. The prosecution of the application is not terminated 
with one opinion from the Patent Office. 

Mr. Fioop. You are certainly espousing platitudes today. That 
one is true, 

Mr. Warson. And the applicant has a right to reply to our initial 
action. That takes time. He has 6 months for each reply. When you 
add wp the several periods of time which, taken together, are charge- 
able against the Patent Office in the performance of its examining 
function, and the several periods of time which the applicant consumes 
in preparing each of several replies to Patent Office letters of rejection, 
then you have the total period of pendency. 

Mr. Fioop. Well, I would say that for $22 million that you are 
asking for that is certainly the least we should expect. That is an 
irreducible minimum; a mere condition of currency for $22 million 
is the least we should expect and yet you say in the next sentence if 
you are permitted to sustain that for the next few years— 














at the level of the budget that 960 would provide, it would appear to be quite 
possible to realize our objectives by 1965— 
and of course you and I have just agreed that that is not true at all. 
Mr. Warson. Well, I have agreed that we will need a little luck. 
Mr. Froop. Then the answer to my question is “Yes” ? 
Mr. Warson. Your answer is if you and I are in agreement—— 
Mr. Fioop. “Yes” will do. 
Mr. Warson. That the plan is a failure because we will not termi- 
nate on the precise date originally contemplated ? 
Mr. Froop. You seem to have a constitutional aversion to an affirma 
tive answer, but that is all right. That is not unusual here. 


















RECLASSIFICATION 










What do you mean by reclassification as distinguished from classi- 
fication? I know, but I would like you to say so for the record, since 
you raised the point with Mr. Preston. 

Mr. Watson. All patents we issue are assigned to certain classes 
and subclasses of art. We have some 50,000 such classification group- 
ings in the Patent Office. As time goes on the groupings become, you 
might say, obsolete. 

Activity in one art will bring about the issuance of an enormous 
number of patents in that art, so that the subclasses in which they 
are all placed become too large for the examiner to search effic iently. 
Then that subclass is ripe for reclassification. It is sent to the Classi- 
lication Division and there it is studied, the large number of patents 
are broken down into smaller groups, and that is reclassification. 

Mr. Froop. Could that happen to an existing patent ? 

Mr. Watson. It happens to all patents. 

Mr. Froop. Suppose I do not want to be reclassified. I have some- 
thing. What right do you have to minimize it or increase it or take 
itaway from me? You are depriving me of some kind of right; are 
you? 



























Mr. Watson. Not at all. 

Mr. Froop. What are you doing? 

Mr. Warson. Your patent has been iss ued to you and you have it, 
What we do with the arrangement of copies of patents in classes in 
the Patent Office is strictly a necessary part of our business. 

We make a feasible library out of a great mass of patents which 
would not be acceptable for search purposes unless this reclassification 
went on steadily. 

Mr. Fioop. Very clear. 














NUMBER OF EXAMINERS WITH LAW DEGREES 


What percentage offhand, if you cannot find it you might supply 
it, what percentage of your examiners are gradu: ate lawyers as well 
as experts in any field in which they are exper ts 2 

Mr. Watson. I could not give you an exact figure, but I could 
supply it. 

Mr. Froop. Bachelors of law, from class A law schools? 

Mr. Warson. You understand that we do not hire them as lawyers, 
but only engineers. 
Mr. Froop. I am not interested in that, I am interested in something 
else. 

Mr. Watson. Nearly all study law and cannot reach the higher posi- 
tions in the Patent Office unless they have legal and technical degrees, 
We presently have hundreds of them in attendance at law schools, but 
just how many there are who have already graduated I cannot tell you. 

Mr. Froop. I would like to know that and you can have somebody 
just insert that in the record. 
(The information requested is as follows :) 
















Of the 1,237 professional employees on the rolls as of March 31, 1959, 440, or 
36 percent, have either bachelor of laws degrees or bar inemberships. 


Mr. Froop. I think that is all, Mr. Chairman. 


BACKLOG AND NUMBER OF EXAMINERS 







Mr. Preston. Let us insert in the record just now the chart similar 


to the one appearing on page 53 of the Senate hearings on the supple- 
mental bill for 1959, 


Progress in reducing backlog of pending patent applications and in building up 
corps of experienced patent examiners 















| Average number of patent 
examiner assistants 











Fiscal year Backlog at 


Experienced 
| end of year 


(over 2 years) 
Total 


Number 











1955 (peak year of backlog before staff buildup began) 















arene 221, 872 610 561 
aoe (nee oer Greene wma or 217, 536 728 495 
957 (2d year of staff buildup; 1st year of planned operations 
Pee i eeie 215, 535 910 455 
1958 (2d year of planned operations under 8-year ae 207, 166 1, 068 502 
I a ec iamean 199, 000 990 685 











1960 (estimated) _- 





penleboke eps nisindiaad a foteceenecectomaomasigeken ipachisasee 184, 000 1, 025 
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The goal of the backlog reduction program is to reach a current condition of 
operation. This is planned to be achieved at the end of fiscal year 1964, with a 
backlog of about 100,000 applications. 

The worst of the difficulties associated with the effort to build up the staff 
over the past few years now seem to be over. As indicated above, the corps of 
examiners is presently more stable and is gaining the experience necessary for 
optimum production. The Office now has a greatly improved potential for 
achieving the program level proposed for fiscal 1960, at which sustained level 
there is good prospect that the goal of the backlog reduction program can be 
realized substantially in accord with the 8-year plan. 

Mr. Presron. We have made a little reference to the increase of 
$95,000, but we understand that is for printing and publication of 

vatent and trademark material, necessary for the advancement of your 
I ’ 
program. 

Mr. Watson. Yes, sir. 

Mr. Froop. We always ask you what is your one big headache. We 
always wind up your hearings, do not say money, because we will not 
talk to you about that, but what is your one big headache, what one 
big headache would you like to get rid of tomorrow that would make 
you all happier, what is your one bugaboo, is there one? There does 
not have to beone. Do not think up one. 

Mr. Watson. We ought to have one, because every once in a while 
my head aches and I would say that it is the difficulty which we have 
in maintaining a staff of the type that we want to maintain, against 
the bidding of the industry. 

Mr. Fioop. Same thing. 

Mr. Warson. Same thing? 

Mr. Fioop. A little better, but not much. 

Mr. Horan. Mr. Watson, along that line, where do your examiners 
go when they sever their connection with the Patent Office? 

Mr. Watson. Of the examiners who have left so far this fiscal year, 
45 percent have gone into industry and to attorneys who offer them 
more than we can afford to pay them. The rest leave for other rea- 
sons. Some want experience in other departments, which we cannot 
give them, and some find themselves unsuited for the work and leave 
for that reason. 

Mr. Preston. That is all, gentlemen, thank you very much. 


NATIONAL BUREAU OF STANDARDS 


WITNESSES 


DR. A. V. ASTIN, DIRECTOR, NATIONAL BUREAU OF STANDARDS 

DR. F. W. BROWN, ASSOCIATE DIRECTOR FOR BOULDER LABORA- 
TORIES 

N. L. CHRISTELLER, CHIEF, BUDGET DIVISION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The next item we will take up is the National Bureau 
of Standards, found on page 104 of the committee print. 

We will insert in the record at this point pages 1101 through 1105 
of the justifications, and a statement explaining the summary of the 
lotal National Bureau of Standards program set out on page 1105. 
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(The documents referred to are as follows:) 


INTRODUCTION 


The budget for the National Bureau of Standards for fiscal year 1960 totals 
$19,215,000 in two appropriations: 

1. “Research and technical services’’__- Beas : $17, 500, 000 
er ee ne a eae ee eB 5 ; : 1, 715, 000 







The proposed increase of almost $5 million in the appropriation supporting 
the Bureau’s research program and technical activities will permit significant 
progress toward the objectives of meeting urgent national scientific requirements 
and achieving effective technical program balance within the total technical 
program of the Bureau. It provides for (1) expansion in selected urgent areas 
of research, (2) further reorientation of programs toward NBS primary responsi- 
bilities, and (8) needed augmentation of research equipment. 

The $1,715,000 requested for “Plant and facilities” will permit the construc- 
tion of much needed additional laboratory space for the Boulder Laboratories, 
including space to house a new high-speed electronic computer, as well as the 
acquisition of several sites for radio propagation research field stations. 

In addition to the appropriations, language is requested authorizing the pur- 
chase of four passenger vehicles by the ‘Working capital fund.” 










Summary of budget estimates, fiscal year 1960 


3 oe ; hadi 
| Difference: 
1959 } 1960 Increase (+ 


or decrease (—) 





| 











Appropriation and activity | : | 


































| 
Average | A verage |} Average 
| number Amount number | Amount | number } Amount 
ol posi- of posi- | of posi- 
| tions ! tions ! | tions ! 
: 
Research and technical services: | 
Physics and electronics | | | 
Personal services | 368. 1 | $2,945,000 | 481.5 | $3,733, 000 +-113.4 | -+$788, 000 
Other objects. - | 1,025,000 |_- 1, 544, 000 4-519, 000 
Bureau overhead | 107.3 938, 060 135. 1 1, 170, 000 27.8 | +232, 000 
|-_—— - — _ _ 4 
Total pei 475.4 4, 908, 000 616. 6 6, 447, 000 | +141, 2 +1, 539, 000 
= ee ae - | ee | - = | = 
Chemistry and metallurgy: | | | 
Personal services_-._- ee 220. 1 1, 767, 000 271.3 2, 117.000 | +-51.2 | +-350, 000 
Other objects _- 381, 000 709, 000 | | +328, 000 
Bureau overhead 63. 2 553, 000 74.1 | 656, 000 +-10.9 | +-103, 000 
——— = = Se a | —_ - —— - 
Total 283.3 | 2,701,000 345. 4 3, 482, 000 +62.1 | +781, 000 
Mechanics and engineering: | 
Personal services_-- 126. 7 918, 000 164. 4 1, 179, 000 +-37.7 +261, 000 
Other objects 3 | 230, 000 | 373,000 | 1-143, 000 
Bureau overhead | 33.3 | 291, 000 42.2 | 369, 000 | +8.9 +-78, 000 
Total_ 160. 0 1, 439, 000 | 206. 6 1, 921, 000 | +46.6 | +482, 000 
Radio propagation: | 
Personal services__-- 227.9 1, 509, 000 273.9 1, 859, 000 | +46.0 | +350, 000 
Other objects__- | 1, 027, 000 1, 272, 000 . 4-945, 000 
Bureau overhead __- | 58.2 | 509, 000 68.5 605, 000 $10.3 +96, 000 
rotal__- 286.1 | 3,045,000 342.4 | 3,736,000 56.3 | +691,000 
7 | - . na | . 
General services: | | } 
Personal services... e | 32.9 | 284, 000 | 41.6 | 347, 000 +8. 7 +63, 000 
Other objects- i S | 124, 000 | | 185, 000 a +61, 000 
Bureau overhead-_.-..-..__| 10. 2 | 80, 0U0 | 12.3| 107,000 +2.1 | +18, 000 
oe —|— et = - — — - —— - 
MGI iaig Ft SESS cnt 43.1 | 497, 000 53.9} 639, 000 +10.8 |  +142,000 
Proposed payment to “ Working | | 
capital funds” National Bu- | | 
reau of Standards: | | 
Other objects (total) -.-.....!- 4 co ee ao! 1,275,000 |...<.cccen! 4-1, 275,00 








See footnote at end of table. 
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Summary of budget estimates, fiscal year 1960—Continued 









































Difference: 
1959 1960 Increase (+) 
sus or decrease (—) 
Appropriation and activity \~ Lives Lees et a = 
Mn) Average Average Average 
number |} Amount | number | Amount | number | Amount 
1K) of posi- | of posi- | of posi- 
| tions! tions ! tions ! 
> a eee eee _ —— — |__| — -— soncssennseinaensaniensill epabediineenaiemnenenaeeit 
t Research and technical services— 
US Continued 
al Recapitulation: 
aS Personal services__....-- 975.7 | $7,423, 000 1, 232.7 | $9, 235, 000 +257.0 |+-$1, 812, 000 
‘ Ot CINIOER ooo See | “2 787,000 |....---- 5, 358, 00001... ....-.<- +2, 571, 000 
s1- Bureau overhead .| 272.2 2, 380, 000 | 332, 2 2, 907, 000 +60. 0 +527, 000 
0. Total_-- a a 1, 247.9 | 12, 590, 000 1, 564.9 | 17, 500, 000 | +317.0 +4, 910, 000 
= Net adjustment to base (see | 
Ss; summary of requirements for 
ie ONES con dcecdene nuanced. eagheasdad olsen |—1, 090, 000 sae eins tend cle ep tcerie eae +1, 090, 000 
4 Appropriation - - 1, 247.9 11, 500, 000 1, 564.9 17, 500, 000 +317.0 | +6, 000, 000 
Plant and facilities: ie 
Facilities: 
Personal services 3.3 17, 000 2.0 10, 000 —1.3 —7, 000 
Other objects esac (¢ | ) 137, 000 | ‘ +59, 800 
Bureau overhead - ---.-.-- un 5, 800 4) 3, 000 —.3 | — 2, 800 
ee CE: 4.0 100, 000 | 2.4 150, 000 —-1.6 +50, 000 
Construction: Other objects | , | Ria 
[ND a Sn sa cake cet ade cncuacalesadtasksslacteeuwens ccc wis 3, SES COB 1 ns ccades +1, 215, 000 
Acquisition of field sites: Other | 
objects (total) -_.- -----]---------- z -|---------- SO ON Non nwsccena | +350, 000 
Recapitulation: 
Personal services... -.-- 3.3 17, 000 2.0 10, 000 —1.3 —7, 000 
SS eee oe Pani aaeuteal ie | aaa Bye Ooo |b. ceca. +1, 624, 800 
Bureau overhead _---..------ aa 5, 800 4 3, 000 | —.3 —2, 800 
TN stearate etuetac 4.0 100, 000 2.4} 1,715,000 —1.6 | +1, 615, 000 
Net adjustment to base (see 
summary of requirements for 
ROMS Sanwa nunet nae eesusbeeed 32. ee —686, 000 
, s 
Appropriation --..........--- 36.0 786, 000 2. 4 +929, 000 
Construction of facilities: 
Design and engineering: 
Personal services... ...- 4.0 DG favs sccccaalasinnakacawwe —4.0 | —39, 000 
Other objects_ -_--- cemst DOOD Bec duone atew _...| —2, 949, 000 
Bureau overhead _ _.---- 1.4 12,000 |...-- eas —1.4 —12, 000 
Total requirements | 
(appropriation) .----| 6.6), BOO TAG, fescanencunlensmnnaceses | —5.4 | --3,000, 000 
Grand total, all ap- | ; 
propriations - _.....- 1, 289.3 | 15, 286,000 | 1,567.3 | 19,215,000 | +278.0 | +3, 929, 000 
1 











1 Since all positions are charged to the Bureau’s ‘‘ Working capital fund’”’ and individual positions are 
chargeable to several appropriations, employment as of a given date and positions cannot be identified with 


supporting appropriations. 


The data on average number of positions represents the portion of total em- 


ployment applicable to each appropriation and is shown in two categories: “‘ Direct personal services,”’ being 
the man-years of direct technical effort on the projects, and “‘ Bureau overhead,” being a pro rata share of 
the total man-years in the Bureau overhead program. 
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Summary of total NBS program 


























| | 
1958 1959 1960 
} | 
| + a | a 
Source of support | | ——— 
Man- | Obliga- Man- Obliga- Man- | Obliga- 
years tions | years tions years tions 
a a el et as . se Be eg = er ee 
vys . | 
Technical program: | 
Federal sources: Thousands | Thousands | | Thousands 
NBS appropriation. 1, 062. 0 $9, 723. 5 1, 247.0 $12, 590.0 | 1,564.9 $17, 500.0 
Other agency funds_ 1, 526. 5 16,432.6 | 1,448.8 16,518.0 | 1,329.6 14, 906.0 
Calibration fees ; 49.9 424.7] 1048] 1,010.0] 122.2 1, 248. 0 
Standard sample sales--..--]-- LT lasek cannes | 15.0 20.0 
Subtotal, Federal sources 2, 638. 4 26, 593. 5 2,801.5 | 30,133.0 3, 016. 7 33, 674.0 
= — — = —— = — ——— = — = — = = = ————— —— 
Non-Federal sources: | 
Calibration fees- 62.8 534. 6 58. 1 560. 0 63.4 | 650. 0 
Gifts__.- : 20. 2 168. 4 14.3 | 139.0 | 2.9 | 32.0 
Standard sample sales _ - TEES dvcsnosns 206.0 | | 272.0 
- - ——- | —-———-—— | -- ——~— '— — —————$—______.. 
Subtotal, non-Federal_..__- 83. 0 868. 8 | 72.4 | 905. 0 66.3 954. 0 
Total, technical program. 2,721.4 | 27, 462.3 2, 873. 9 31, 038. 0 3, 083. 0 | 34, 628.0. 
Nontechnical program: “cn on 
Plant and facilities____ iecoos 21.6 470.2 44.6 , 076.7 2.4 1,715.0 
Construction of facilities._....._]_....-.--. 3.1 | 5.4 2,093.5 |...... 240.0 
Other ageney funds. --- sea 106.1 | » 222.7 | 99.8 | 1,123.0 | 101.9 1, 158.0 
Production of assets_............ 108. 9 1 [1, 121. 4]} 114.6 1 [1, 040. 1) | 80.9 1 [753, 2] 
Miscellaneous services. ears 106. 0 (?) 110.7 (2) 101.8 (2 ; 
cette i stitaesaonsa aes pips ~|—— (aes epic pmemeriai aaa ee 
Total, nontechnical. ....._...- 342.6 | 1, 696. 0 | 375.1 | 5, 193. 2 287.0 | 3, 213.0 
Total program..........-.-- | 3,064.0 | 29,158.3 | 3,249.0]  36,231.2| 3,370.0] 37,841.0 











1 The cost of standard sample production and equipment built by NBS staff is an investment of the 
working capital fund, recovered through charges to the technical program when standard samples are sold 
and equipment is depreciated. 

2 Costs of services such as glass blowing, electroplating, optical-lens grinding, ete., are charged on a fee 
basis to the benefiting programs above. 


SUMMARY OF ToTaL NBS ProGrRAM 


The table on page 1105 of the NBS fiscal year 1960 “Congressional Submis- 
sion” is a Summary of the total NBS program for the 3 years reported. 

The major breakdown on this report makes a distinction between the tech- 
nical and the nontechnical programs at the Bureau. Each of the programs is 
subdivided to show the various sources of financing supporting the program. 


A. TECHNICAL PROGRAM 


This part of the Bureau’s program is shown under two categories, to dis- 
tinguish the part supported by Federal funds from the part supported by non- 
Federal funds. Each of these categories is further subdivided to point up trends 
in more specific portions of the program. In particular it shows the relative 
size of the portion of the technical program supported by the Bureau’s own 
funds as compared with the program supported by other agencies. 

Our calibration and standard sample programs are identified because the 
size of each of these programs is a direct function of customer demand. 


B. NON-TECHNICAL PROGRAM 


1. Plant and facilities——This is a direct appropriation to NBS and covers our 
plant improvements and construction program. It also finances the cost of large 
or unusual items of equipment such as the pilot data processor. 

2. Construction of facilities —This is the direct appropriation related to the 
proposed move of the Bureau to Gaithersburg. 

3. Other agency funds—The nontechnical program financed by other agencies 
is largely the result of a sharing of administrative and service facilities. The 
chief participant in this program is the Army’s Diamond Ordnance Fuze Labora- 
tories, which were formerly a part of NBS and are still housed on the Bureau 
grounds. DOFL receives many of its overhead services (such as, medical 
office, library, plant maintenance) from NBS and its share of this program 
is included as part of the nontechnical program. Also included is the cost of 
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the improvements and construction jobs which the NBS Plant Division handles 
for DOFL and the cost of machine-shop work orders for DOFL. The remainder 
of the nontechnical other agency program consists of items such as NIH payment 
for services of the NBS Board of Civil Service Examiners and GSA payments 
for auto-repair services, 

4, Production of assets.—There are two items covered by this heading: (1) 
Production of standard samples, and (2) manufacture of equipment. Both of 
these items are handled as investments of the working capital fund. The cost of 
these investments are financed by the fund itself and these costs are not directly 
covered by some other source of financing. 

In the case of manufacture of equipment the cost is ultimately recovered 
through charging the depreciation costs of the equipment to the operating pro- 
gram. These depreciation charges are distributed to the relevant portion of 
the Bureau’s operating program. All of the programs on this report contain a 
factor for depreciation. It is for this reason that the obligations related to 
manufacture are shown as a nonadd item. ‘The man-years are shown as an add 
item so that the total man-years of effort at the Bureau will be reflected in this 
report. 

The costs of the production of standard samples are also handled as an invest- 
ment of the working capital fund and the samples are carried as an inventory 
asset. In this case, however, the costs are recovered by the sale of standard 
samples. The receipts from the sale of standard samples are shown in specific 
items on the report. As is the case for manufacture of equipment, man-years 
are an add item and costs are a nonadd item. 

5, Miscellaneous services——There are a number of special services available 
at the Bureau which are needed by all, or most, of the technical divisions. 
These services include such things as electroplating, optical work, metallurgical 
services, and glassblowing. For each of these services a separate project has 
been established to which costs are charged. The specific technical project 
making use of a service is charged on a fee basis and the value of the fee is 
credited to the service project. The costs of these services are therefore re- 
flected in the obligations of the other programs on this report. The man-years 
are included in summary for purposes of complete reporting. 

Mr. Presron. This request is an increase over the fiscal 1959 appro- 
priation of $3,929,000, and I need not say that you are carrying a big 
load today, Doctor, when you come in and ask for a fat, juicy increase 
of this size, 

We are always glad to have you appear before us. You make a very 
interesting appearance and furnish us with much helpful information. 

Do you have a prepared statement, or do you expect to speak ex- 
temporaneously / 

Dr. Astin. Extemporaneously, if that is satisfactory. 

Mr. Presron. Very well, Doctor, you may proceed. 


GENERAL STATEMENT 


Dr. Astin. First, I would like to make a couple of introductions, 
organizationally : 

Dr. Huntoon at the end of the table, who appeared last year as 
Associate Director for Physics, is now our Deputy Director. He has 
been assigned increased responsibility, and I am very pleased to have 
him in that position. 

In addition, we have here for the first time the head of our labora- 
tories at Boulder, Colo., Dr. F. W. Brown. Although Dr. Brown has 
been in this position since 1954, it is the first chance we have had to 
have him here at these meetings. 

Mr. Preston. Doctor, it is nice to have you present. Is this where 
you are working on radio calibration ? 

Dr. Astrn. Yes, sir; that activity is under Dr. Brown’s general 
jurisdiction. 
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IMPORTANCE TO NATIONAL TECHNOLOGY 


As you indicated, Mr. Chairman, we have a most important budget 
to present, because it does call for substantial increases. I would 
like to point out that over the past 2 years or more there has been a 
substantial increase in the national interest in science and technology 
and in the research and development associated with the progress in 
science and technology. 

Major new programs have been initiated by the Government, added 
emphasis has been given to selected older programs, and in addition 
industrial Jaboratories throughout the country are increasingly aware 
of the importance of research and development to their technological 
progress. 

Virtually all of this effort in science and technology relates either 
directly or indirectly to the basic services in the areas of the statutory 
responsibilities of the National Bureau of Standards. These relate 
first of all to the standards for measurement, then to the measurement 
processes which are so essential to progress both in science and in 
technology, and then to the systematic accumulation of precise data 
on the properties of materials. 

All of these activities are in the area of our statutory functions and 
all of them are most essential to scientific progress. 

The accomplishment of many of our national objectives, the exten- 
sion of the frontiers of science, the increase of productivity through- 
out our economy cannot be accomplished effectively and efficiently 
unless the National Bureau of Standards is in a position to provide 
the needed services for this expanding science. 

At the same time the general expansion in the country’s scientific 
programs adds not only to new types of activity but it increases sub- 
stantially the complexity and the difficulty of the jobs we have to do. 

Our 1960 budget request I think recognizes the importance of the 
services of the National Bureau of Standards to our national objec- 
tives in science and technology, whether they are defense-oriented or 
related to our civilian economy. It is for this reason that we feel 
that our budget request this year is most important and most essential 
to the accomplishment of these national objectives. 

Last December the President’s Scientific Advisory Committee 
issued a special report entitled “Strengthening American Science,” and 
in this report there was special reference made to the need for strength- 
ening the services provided by the Government laboratories such as 
the National Bureau of Standards. 

Although this report was issued subsequent to the preparation of 
our budget estimates our own program as planned for 1960 is fully 
consistent with the recommendations in this report. 





REVIEW OF ACCOMPLISHMENTS 






Now, as I have done in the past, Mr. Chairman, I would like before 
getting into a justification of our specific needs to review a little bit 
of the accomplishments we have made out of the funds you made 
available to us during the past year. 

I would like first in this review of accomplishments to point to some 
of the achievements in the areas of standards for physical measure- 
ment. 
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One of these is in the area of electrical standards. It involves the 
development based on Australian accomplishments of a new type of 
capacitor which facilities greatly our ability to provide calibration 
services of electrical capacitors for the electrical industry and for 
scientists concerned with electrical measurement. 

I have a sample of this device—well, I do not think I need to take 
it apart, but it consists of very prec isely fabricated cylinders within 
this. 

This is a 1,000-picofarad capacitor. The machining tolerances in 
this approach very fine limits of the order of a ten-thousandth of an 
inch or better. The objective is to make a device which holds its 
calibration tolerance to a part in a million and it is estimated that this 
particular device, a standard capacitor, does that. 

In addition, we have improved our capability for making calibra- 
tions at high pressures up to 200,000 pounds and have recently ex- 
tended our ability to produce pressures up to 1 million pounds per 
square inch. We are not yet able to measure the higher pressures, but 
are seeking to do it. 

In the area of measuring low pressures, such as techniques relating 
to pressures at very high altitudes, we have made substantial con- 
tributions. 

More and more in science and technology it is important to measure 
vibrations and we have improved our capability for calibrating ac- 

celerometers. These are devices which measure vibrations up to 
1,000 g, that is accelerations 1,000 times that of gravity and over the 
frequency range of 500 to 10,000 cycles per second. 

In the area of pH standards, which are devices for controlling the 
acidity in industrial processes, we have responded to needs to extend 
our ability for calibrations from zero to 65° C., to zero to 95° C. 


IMPROVED LENGTH MEASUREMENTS 


Getting now to an area in which you have been most interested, that 
of calibrating precision gage blocks, we have made substantial prog- 
ress during the year. We have completed the design of a new type 
of interferometer. 

This is an instrument based on optical principles where one uses the 
interference between different paths of light and produces inter- 
ference rings of the sort you get on a film of oil when you see colors. 
This is roughly the principle on which it is based. 

We are now in the process of constructing apparatus based on our 
new design of an interferometer and expect it will be ready by this 
fall and this will accomplish the measurement objective we have 
been seeking—measuring gage blocks to a ten-millionth of an inch. 

In addition, we have constructed another type of interferometer to 
study the problems of the transitions from air to vacuum and the 
problems encountered in varying temperature and pressure. 

Then we have been exploring extensively various type of metals and 
metal alloys to secure gage “blocks which will have the required 
stability of one part in 10 “‘mnillion ; that is, an inch-long gage block 
stable to a ten-millionth of an inch. 

I have some samples of these vo show you. I thought you might be 
interested in them. 
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Mr. Preston. Doctor, is this a part of a project that we inaugurated 
here, Congressman Bow and myself? 

Dr. Astin. Yes, this is the one you and Mr. Bow have been specifi- 
cally interested in. 

Mr. Preston. Yes, we are very much interested. 

And you are continuing this project in the budget ? 

Dr. Astin. Yes, it is continued into fiscal year 1960 and we hope, 
at least on the measurement part, to complete the objectives, but I 
doubt we will complete all of the objectives on the composition of 
gage block materials. 

Mr. Preston. You will have the machines? 

Dr. Astry. We will have the apparatus to do the measuring during 
the fiscal year. 

These are samples of gage blocks; these are used for dimensional 
control throughout industry, the type used on production lines, and 
are of a sort of second degree of accuracy. 

Mr. Horan. What sort of metal is this? 

_ Dr. Astrx. These are usually made of stainless steel at the present 
time. 

This is a sample of the most accurate type of present gage block. 
These are taken off our test stand and I would appreciate it if you not 
touch these edges because that will cause corrosion and change their 
length. 

Mr. Preston. Suppose you hold it and we will look at it. 

Dr. Astin. It is difficult to see the differences, but this type of very 
accurate commercial gage block has a stability characteristic such that 
it will change about 10 parts in one ten-millionth of an inch, roughly, 
over a period of 8 months. And this is almost 10 times poorer than 
industry desires. 

Mr. Froop. Why is industry reducing this 10 times? 

Dr. Astin. I am talking here about reducing 10 times, reducing by 
a factor of 10 the instability of these gage bloc ‘ks. 

This need to control the stability of the measuring devices is most 
import ant in achieving mini: ture instruments because in miniature 
instruments there is a very tight control on the clearance and toler- 
ances in the assembly. 

Mr. Froop. I am interested in the extraordinary developments of 
miniaturization for aerospace work. How are you going to give the 
people the 10 more they want? 

Dr. Astrn. We are not this year going to meet fully their objective, 
which is to provide reference standards to control measurements to a 
millionth part of an inch. This requires reference standards good to 
one ten-millionth of an inch. 

Mr. Froop. The instrument before you now is what? 

Dr. Asrtn. These are good to maybe four or five millionths of an 
inch. 

Mr. Froop. They want 10, and you are going to give it to them 
about when ? 

Dr. Astin. We think during the coming year we will be able to give 
it to them to about two ten-millionths of an inch, sir. 

Mr. Fioop. When will they get about what they want? 

Dr. Astrn. Within the fiscal year 1961. 

Mr. Fioop. I say that is pretty good. 
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Dr. Astin. I think it is; yes. 

Here is a special gage block material of a pe carbon stainless steel 
using special hs wrdening procedures. We have had this particular 
block under observation for the past 12 months. In length, these two 
outer surfaces changed only 2 parts in 10 million during that period. 
So this is within a factor of two of meeting their requirements. 

I have two more. I think it is difficult to see any differences be- 
tween them, but one is not quite as good as this. 

Another is a completely new type of material, namely, solid alumi- 
num oxide. We have no measurement data on that. 

Mr. Fioop. Any value in beryllium ? 

Dr. Astin. We know of no value in beryllium for this purpose. 

Mr. Fioop. Have you tried it ? 

Dr. Astrn. No, sir. 

Mr. Fioop. Why ? 

Dr. Astin. Because the feeling of our people is that we have no 
basis on our present knowledge “of the characteristics of beryllium 
for believing it to be superior to the stainless steel alloy in any di- 
mensional stability. 

Mr. Fioop. Would the fraction point be it? 

Dr. Astin. No, it is largely a change in the internal structure of 
the metal crystals. 

Closely related to this work on gage blocks, we have been very ac- 
tively concerned in improving the fundamental length standards for 
measurement, 

We mentioned here before that we are seeking to change from a 
prototype meter bar as our basic standard for length measurement to 
the length of a particular light radiation. 

We had proposed for international adoption a standard based on 
the light emitted by an isotope of mercury, namely, 198. 

_ Howe ver, the international body concerned with this problem 
reached an agreement last fall to adopt a development based on Ger- 
man research, namely, to use the light from the element krypton 68, 

It is expected that this will be put to a formal vote at the Geneva 
Conference of Weights and Measures in 1960 to be adopted as the 
basic standard for length measurements. 

So we are now concerned with getting our capability to use this 
krypton standard and at the same time developing new techniques 
to push further the accuracy with which the fundamental standard 
of length can be reproduced. 

Actually, these gage blocks that I have mentioned really push limits 
~ which we know our basic standards. So in line with that ac- 

tivity, it is most important that we seek to extend the accuracy with 
which the basic standards can be reproduced. 

Also related to this problem 

Mr. Fioop. Is that of value to astronomers ? 

Dr. Asttxn. Very much. 

Mr. Froop. Is that important to the development field with par- 
ticular reference to space? 

Dr. Astin. Yes, sir. 

Mr. Fioop. Satellite warfare? 

Dr. Astin. Yes, sir. 

Mr. Fioop. Antimissile missile warfare? 
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Dr. Astin. I am not sure. 
Mr. Fioop. Only insofor as space measurement is concerned ? 
Dr. Asrry. It is a very important aspect of space measurement and 
one of the future problems is to develop techniques whereby the fre- 
quency and length measuring phenomenon can be combined in a sin- 
gle apparatus to put in satellites and space probes. 

This is to explore some of the basic physical theories which have 
not been tested ; namely, Einstein’s theory of relativity. 


INTERNATIONAL INCH AND POUND 


I want to refer next to a specific development which is important 
also in this precise metrology area, namely, an agreement which we 
have recently achieved with the other inch-using countries, which are 
the English-speaking countries, to adopt a single value for the inch 
and for the pound. 

At the present time the United States, Canada, and Great Britain 
all have different values or standards for their inch and pound. 

Mr. Frioop. Why do we not take the metric system? It is much 
better, is it not? 

Dr. Astrn. We use the metric system as the basic reference, and we 
relate our inch and pound to the meter and the kilogram. 

Mr. Fioop. Why do we not adopt the metric system ? 

You like it. It is better. Why do you not say so? Why do you 
not recommend it to us? 

Dr. Astin. Iam not prepared to recommend it. I think it might be 
of importance to conduct studies to determine how we might go 
further. 

Mr. Froop. This business of unification might help usa bit ? 

Dr. Astrx. That is correct. We have been exploring a possibility. 
As a matter of fact, I have been following the British progress in this 
area because they are looking into this problem. 

Mr. Fioop. So are we? 

Dr. Astry. So are we. At any rate, we have reached agreement 
among the English-speaking people on a common value for the yard 
and pound and plan to make all our calibrations in terms of this new 
international value, which is based on the meter and kilogram, begin- 
ning in July. 

There will be one exception that we know of to this, namely, the 
surveys of the Coast and Geodetic Survey will be made on the old 
standard for sometime because it would be extremely costly for them 
at the present time to convert. 

But this achievement will simplify very much the interchange be- 
tween the English speaking peoples of precise measuring devices and 
apparatus on which accurate dimensional control is important. 

So these are three significant areas all related to accurate length 
measurements on which I am pleased to report considerable progress 
during the past year. 

STATE STANDARDS 


Another area in this field of basic metrology is that of the basic 
measurement standards which are furnished to the States. 

As you know, the enforcement of weights and measures regulations 
throughout this country is left by tradition to our State and local 
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Governments, but from as far back as 1836, the Federal Government 
has furnished to the States their basic standards for measurement. 

We seek to calibrate these periodically for the States. Our work 
with the States indicates that their present standards are not as stable 
and as accurate as they might be. So, in connection with a study of 
the needs for the States to improve State standards, we have devel- 
oped a new type of mass or weight standard which we hope ultimately 
will become the standard type of equipment for reference laboratories 
in the various States. 

This is a stainless steel weight which is much less susceptible to 
change or corrosion and will permit more accurate measurements 
when these become available. 

Mr. Froop. Let me add this in the presence of my friend, Mr. Pres- 
ton, the fact of the enforcement of weights and measures in the States 
isnot a matter of tradition; it isa matter of law. 

Dr. Astin. Well, Iam not sure. The States all assumed this respon- 
sibility by law. Only in a few areas has the Federal Government 
chosen to dominate the standards field, like defining the standard gage 
for railways, defining standard gage in sheet met tal, but these are very 
limited. 

Mr. Froop. I know the name of the case that established it. But I 
do not want my friend from Georgia to get the impression that we are 
doing him a favor. This is an inherent right in the States. 

You are not doing the State any favor when you let them enforce a 
provision. Ido not think so. 


STABLE RADIO FREQUENCY VOLTMETER 


Dr. Astry. I would like to show you one other exhibit relating to 
standards. This is one of the developments of our Boulder Labor- 
atory. It refers to a stable radio frequency voltmeter, which has the 
effect of measuring voltages from a tenth of a volt up to 1,000 volts 
Ina frequency range up to 1 000 megacycles. 

This is a device consisting of a sliding piston. One applies the 
unknown voltage here, the reference voltage here, and one can match 
them by running a piston up and down by this device and referring 
to the calibration. 

Mr. Fioop. What relation would that have to a megawatt measure- 
ment ? 

Dr. Astin. This is one of the elements going into measuring a mega- 
watt. It is a combination of current and voltage. 

Mr. Fioop. Say 8 megawatts. How will that help me establish 8 
megawatts? I want 8 megawatts. How will this help me get it ? 

Dr. Astin. This will let you know when you have cot 8 mega- 
watts because it is essential to the measurement of one of the elements 
which you have to determine. That is, to determine power, which 
is what a megawatt is, you have to measure voltage and current, volt- 
age and impedance, or impedance and current. Therefore voltage 
is one of the measurements which you may have to make in order to 
determine whether you have 8 megawatts. 

Mr. Froop. I will ask you next, is that going to be of value to me 
when you are conducting examinations in “jonosphere measurements, 
bouncing rays for use in antimissile missiles against the ionosphere 
and back so that I can intercept, against the jonosphere and back. 
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Now, I need the wattage. Is this what you are talking about! 
Are you doing that ? 

Dr. Astin. No, sir; this is not essential, this does not contribute 
directly to the achievement of the wattage that you are interested in, 

Mr. Fioop. I know that. 

Dr. Astin. But you won’t know whether you have the wattage 
you are interested in, you won’t be able to match together the com- 
ponents from the various supplies which will make the transmitter 
to give you the 8 megawatts unless devices like this one are available 
to control the accuracy of measurement in production. 

Mr. Fioop. On those measurements pieces of hardware, a. final 
question: Are you tied in any way with any national measuring 
body, or international measuring body on atomic fallout? Are these 
measuring instruments viz-a-viz atomic radiation fallout national, 
international, or both ? 

The current problem, irradiation, fallout measurements for infes- 
tation of food elements here, animal and human ¢ 

Dr. Astry. The characteristics of fallout are measured in terms of 
physical quantities, the most common being roentgens. Establishing 
what the roentgen is, how it is apphed in various ¢ conditions of meas: 
urement is our responsibility ; 

Mr. Froop. It is? 

Dr. Astin. It is. 

Mr. Fioop. You work with the Americans that do that? 

Dr. Astin. That is correct. 

Mr. Froop. You stand on your standard of measurement as against 
any international standard on the same problem, do you ? 

Dr. Astin. We also have a program of seeking to relate our meas- 
urement standards to what is used throughout the rest of the world. 
Mr. Fioop. They are not related now because they are divergent? 

Dr. Asrry. There are differences between the various national 
standards for the roentgen. 

Mr. Fioop. But you are our man in the argument, is that it? 

Dr. Astin. We are your man in telling you what a roentgen is. 
We are not your man in telling you how m: iny roentgens a person 
can tolerate. 

Mr. Fioop. Very good. 
That is all, Mr. Chairman. 
Mr. Preston. You may proceed. 


CALIBRATION WORKLOAD 


Dr. Astin. Altogether in this area of standards for measurement 
we made during the past year a total of 134,000 individual calibra- 
tions. These are the ways in which our standards get related to the 
measurement processes throughout science and industry. 

Actually, our calibration program dropped somewhat from fiscal 
year 1957 to 1958. The reason for this is a deliberate policy of seeking 
to have more of the routine and less accurate calibrations done in pr- 

vate laboratories or laboratories of other Government agencies. 

We are concentrating our effort on the most accurate, the most 
urgent calibrations that have to be related to a national standard. 
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PHYSICAL CONSTANTS 


In the area of important physical constants I will mention just 
briefly two: 

We made a redetermination of what is called the gyromagnetic ratio 
of the proton. This is one of the most important physical constants 
for understanding the nature of the structure of the atom. Through 
a series of experiments, which involved cooperative use of the facil- 
ities of the Coast and Geodetic Survey at their Fredericksburg Mag- 
netic Laboratory, we were able to complete a redetermination of this 
most important constant which, as far as we know, is the best measure- 
ment that has ever been made anywhere on this in the world. 

In addition, we have pursued further another basic constant, the 
Faraday ; this is the basic unit for measuring a quantity of electricity, 
but we have not yet completed this redetermination. It is being 
pursued vigorously. 

PROPERTIES OF MATERIALS 


We are concerned with an extensive program on the properties of 
materials. These have included development of techniques for 
measuring impurities in titanium, a most important material in elec- 
tronics. 

We have developed improved methods for measuring tungsten. We 
have developed extremely pure samples of sulfur consisting of only 1 
part of impurities in 100,000 and made measurements on its heat capac- 
ity, which is an important constant used throughout industry. 

We have also been concerned with techniques for purifying another 
material called indium antimony and measuring the properties of 
this substance in its very pure state, thus providing important data 
toadvance our electronic industry. 

This is a sample of extremely pure indium antimony. It has only 
1 part of impurity in 10 million. This was obtained through a process 
called zone melting. 


STANDARD SAMPLES PROGRAM 


Related also to properties of materials we have made improvements 
in our standard samples program. These are materials of precisely 
determined physical or chemical properties and are used to control 
the accuracy of various production processes throughout American 
industry. 

Actually 38 new standard samples were added to our inventory 
during the past year, bringing the total now to over 600. 

In this group were a series of standard samples of uranium oxide. 
These are used mainly to control the accuracy of measurements of the 
amount of enriched uranium used in reactors. 

This is an example of isotopic reference standard samples because 
each of the standard consists of different percentages of ratio of 
uranium 235, that being the fissionable part of uranium, to the more 
common uranium, uranium 238, 

This is an important example of progress in these areas of pro- 
moting measurement accuracy throughout industry. Altogether we 
sold during the past year 55,000 individual standard samples. This 
is an increase of 16,000 over what we sold the year before, this being 
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an area where our program of necessity is expanding in contrast to 
the calibration program where we are trying to reduce our own rov- 
tine calibrations by building up competence. in other laboratories. 


PUBLICATIONS AND TECHNICAL REPORTS 


Much of our work is reported in scientific journals and I would like 
to give you a brief indication of the enape of this. 

In our own publications we had 235 individual separate technical 
reports and in addition published in the journals of the professional 
societies of the United States some 425 individual technical reports 
for a total of 660 issued by the Bureau during the past fiscal year. 

I have a sample of a few of our technical ‘Teports that I can set 
on the table and let you look at. 


HIGH TEMPERATURE RESEARCH 


While I think I could talk at great length about our achievements 
during the past year, I want to give you an indication of some of the 
things we have done, and I think this covers all but one very impor- 
tant item which I left until last. In your instruction to us last year 
you directed that $1,161,000 of our appropriation be devoted to activi- 
ties in the field of very high temperature. 

We have undertaken work in near ly 40 separate projects in the area 
of high temperature measurements and our estimated expenditures 
in this area are approximately $100,000 more than you had asked 
for, but this is just about enough to include the pay-raise cost. That 
is, our estimates were based on the old pay scale so we felt it was neces- 

sary to apply more effort in this area in order to meet your directive. 

Now, I have a special report prepared on this. I think it outlines 
some significant accomplishments. I will mention only one. We 
were limited at the time I reported last year in our ability to produce 
high temperatures, to something of the order of 3,500° C, 

We now have equipment whereby we can produce temperatures in 
electric ares up to 15,000° C, and can measure them approximately. 

We must push further our ability to measure these temperatures 
more accurately. 

In the interest of saving time, I will give you copies of this report, 
and ask that it be introduced in the record, because it is essentially 
a progress report in compliance with your directive. 

Mr. Preston. It will be inserted in the record at this point. 

(The information referred to follows :) 


REPORT ON HIGH TEMPERATURE RESEARCH, NATIONAL BUREAU OF STANDARDS 
(A. V. Astin, Director) 


The funds made available and specifically designated by the 85th Congress 
for support of work in the field of very high temperature have enabled the 
sureau to make substantial gains in this area during the past year. Our ability 
to fulfill our responsibilities in furthering our national technological competence 
in attaining, maintaining, and measuring very high temperatures has beet 
materially improved. Marked progress has also been made in devising and de 
veloping equipment for measuring the properties of materials at very high 
temperatures. New work in the field of ultra high temperatures, where matter 
exists only in a gaseous form, has been initiated. A complete listing of all the 
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projects supported by this appropriation is appended to this report. Some of the 
specific accomplishments in these areas are as follows: 


I. PRODUCTION AND MEASUREMENT OF VERY HIGH TEMPERATURES 


(a) Design and construction of high current arc 

A major program was initiated to extend our capabilities in the production 
and measurement of temperatures of much higher level than heretofore possible. 
A high current are was constructed and installed as a source of high tempera- 
tures, and at the present time temperatures of 15,000° C., have been achieved 
and measured approximately. The difficulties of working at such temperatures 
are formidable. Sufficiently accurate methods for temperature measurements 
in this region must be established. This requires a very thorough study of all 
the properties of very hot gases, and it wil be several years before really ade- 
quate standards are available. 
(b) Improvement and extension of the range of pyrometer calibrations 

The temperature range over which optical pyrometers can be calibrated was 
extended significantly. By the use of zirconia and carbon ares as sources of 
high temperatures, the range of possible calibrations was extended from 2,400 to 
8,800° C. This is an important accomplishment, but the range needs to be ex- 
tended to very much higher temperatures. 

A very careful recalibration of NBS standard pyrometers was completed. As 
a consequence, a significant improvement in the NBS temperature scale between 
1,063° C. and 2,400° C. was achieved. This permits more accurate calibrations 
to be carried out for the development of high-temperature devices, such as 
missile nose cones and rocket motors. <A further improvement in this area is 
being accomplished through the use of photoelectric devices. An experimental 
model has been constructed, which indicates that it is possible to build an in- 
strument with greatly improved accuracy, as much as tenfold over that of 
current methods. 


(c) Measurement of temperature under nonideal conditions 

Temperature measurement is relatively easy when all conditions can be con- 
trolled, as is the case in the laboratory. In the field, however, special problems 
arise from the fact that systems such as jet or rocket motors are not used under 
laboratory conditions or control. An active program to establish standards of 
measurement of high temperatures under nonideal conditions was initiated dur- 
ing the year. At present, equipment is being constructed to study the use of 
spectroscopic methods for this purpose. 
(d) Temperatures of streams of hot gases 

Modifications and improvements have been made on the apparatus available 
for this work, in which the immediate objective is the determination of a ref- 
erence table for iridium versus iridium plus 60 percent rhodium thermocouples 
up to 2,100° C. A complete determination of the emf-temperature relationship 
of one thermocouple has been made, and it is expected that values on at least 
two more thermocouples will be obtained within the next 2 months. The results 
obtained to date are being used widely by engineers engaged in research, de- 
velopment, and manufacture of jet and rocket engines. 


II. PROPERTIES AND BEHAVIOR OF MATERIALS AT HIGH TEMPERATURES 


(a) Viscosity of liquids and gases 

A high temperature viscosimeter for liquids is being constructed, which will 
permit the Bureau to extend the temperature range for such measurements by 
1,000° C. or more. The major parts of this apparatus have been constructed 
and assembled, along with the auxiliary equipment necessary to obtain, main- 
tain, and measure viscosity of molten materials. A new series of high tem- 
perature viscosity standards will be developed, using this instrument. De- 
velopment of the high temperature viscosimeter for investigating the viscosity 
of gases was also undertaken. Currently, equipment has been constructed and 
operated successfully at over 1,000° C., and it appears that it will be possible 
to extend the operating temperature to 2,000° C. and above without any fore- 
Seeable difficulty. 
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(b) Thermodynamic properties of inorganic solids 

A microbalance sensitive to weight changes of the order of one microgram 
and capable of operating at temperatures up to 2,000° C. was constructed and 
is being used to study the rate of solid-gas reactions occurring at high tem- 
peratures in light element compounds; e.g., aluminum, beryllium, and mag- 
nesium oxides. Such data are needed for the evaluation of possible solid-fuel 
propellants for rockets. 


(c) Elastic constants of inorganic solids 

Existing equipment for investigating the mechanical properties of solids was 
modified and improved to permit data to be obtained on the elastic constants 
of inorganic solids at temperatures up to 2,000° C. Work is currentiy in prog- 
ress on some of the more refractory oxide crystals. 
(d) Heat capacity measurements 

Our ability to measure heat capacity has been limited to measurements from 
near absolute zero to approximately 1,500° C. Work has been initiated to ex- 
tend this range up to temperatures of at least 2,500° C. Some of the equipment 
has been constructed, and design studies for the laboratory are completed. 
(e) Solar furnace 

Work was completed on accessory equipment for a small solar furnace, 
Temperatures as high as 3,400° C. have been attained on this instrument. Data 
were obtained on the melting point of some of the more refractory oxides 
(aluminum and titanium oxides). This equipment has also proven to be most 
valuable in studying the reactions occurring between gases and solids at very 
high temperatures. 


(f) Thermal expansion of crystalline solids 

The high temperature furnace previously developed at NBS, and capable 
of being operated up to 1,500° C., for studying polymorphism and thermal ex- 
pansion of crystalline solids by X-ray diffraction techniques, is being rebuilt 
to enable such measurements to be made at very much higher temperatures. 


(9g) Phase relations of systems at high temperature 

Basic data on equilibrium phase changes occurring in both high temperature 
inorganic nonmetallic and metallic systems have been obtained. Tentative 
phase diagrams on a number of systems involving trivalent rare-earth oxides 
have been prepared and published; also similar diagrams for a number of the 
refractory metals and their alloys were completed and published. 


III. ULTRA-HIGH-TEMPERATURE RESEARCH 


An understanding of the properties and behavior of highly ionized or very 
hot gases is of the utmost importance to the Bureau, because of the need for 
developing methods for measuring very high temperatures and the need to 
attain a competence capable of conducting investigations on the chemistry and 
physics of “hot gases.” Such work is most important in support of many of the 
programs of our Boulder Laboratory in their current investigation of the 
ionosphere, and will be even more important in support of many of the major 
problems which must be undertaken by the new Space Agency. 

Work was initiated to devise experimental methods for simulating plasmas 
of ionized gas on a laboratory scale, in order that the fundamental character- 
istics of such gases could be better studied and understood. In support of this 
work, new efforts in the field of magneto hydrodynamics, spectroscopy, and 
high-temperature physics were undertaken as a part of the overall high-temper- 
ature program. 

IV. FUTURE NEEDS AND SUMMARY 


Although the Bureau is in a much more favorable position to undertake high 
temperature investigations than it has been in previous years, our efforts still 
fall short of the needs in many areas. For example, our work at ultra-high 
temperatures is in its infancy, partially because of the need for securing addi- 
tional highly competent staff to direct work in this area and, more so, because 
our prsent facilities and equipment are inadequate to attain the temperatures 
needed. The electrical power requirements for the development of extremely 
high temperature sources are very large, and are presently the subject of 4 
detailed study. Furthermore, a recent comprehensive study of our needs for 
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an adequate program to study “hot gases” indicated that substantial funds 
would be required to fill in the apparent gaps in our existing program. Addi- 
tional personnel and new equipment will be required if we are to meet the 
current needs for our Boulder programs, and if we are to attain a competence 
in the field of chemistry and physics of “hot gases” necessary to the develop- 
ment of methods for measuring ultra-high temperatures. Some of the funds 
required for both staff and equipment are included in our current budget 
request. 

Although significant advances have been made in devising and developing 
highly specialized equipment and techniques for investigating the properties 
of materials at high temperatures, the level of the effort that can be directed 
to obtaining data is much too low to meet the immediate needs. Additional 
support is required to make the most efficient use of the equipment that has 
been or is in the process of being developed for work in this field. 

Furthermore, it has not been possible with currently available funds to 
include in our present program some of the supporting efforts that will be 
required for successful prosecution of our high temperature research efforts. 
For example, the need for highly purified and/or highly characterized substances 
will become increasingly more important because of the necessity of studying 
the effect that traces of impurities have on the behavior of materials at high 
temperature. Some experimental data are available which indicate that im- 
purities even in trace amounts exert a profound effect on the properties of 
materials at high temperatures. 


High temperature programs supported from expenses funds 

Project Title 

0328 High Temperature Gas Thermometry 

0340 High Temperature Physics 

0342 High Temperature Chemical Processes 

0343 Production and Measurement of Very High Temperatures 

0303 Heat Measurements 

0324 Intermolecular Forces 

0827 Molecular Structure and Spectroscopy 

0304 High-Pressure, High-Temperature Thermodynamics 

0306 Cooperative Phenomena 

0322 Oxidation of Hydrocarbons 

0642 Viscosities of Gases at High Temperatures 

(636 Dynamic Properties of Materials at High Temperatures 

0741 High Temperature Heat Resistant Fluorine Polymers 

0802. Properties of Metals at High Temperatures 

0811 Studies of the Structure of Metals at High Temperatures 

0884 Deformation of Titanium, Titanium Alloys, and Other Metals 

0887 Constitutional Diagram for 16 Percent Chromium-2 Percent Nickel Stain- 
less Steel 

0840 Alloy Theory 

08389 Diffusion in Solid State 

0904 High Temperature Phase Equilibrium of Inorganic Nonmetallic Systems 

042 Study of Structural Defects in Refractory Metallic Oxides by Dynamic 
Measurements at High Temperatures 

0949 High Temperature Viscosity and Surface Tension 

0945 Chemical Reactions of Inorganic Materials at High Temperature 

0908. High Temperature Bonding of Ceramic Metals 

0907 Polymorphic Transformations at High Temperatures 

0305 High Temperature Heat Capacities 

0307 Research on Automatic Bridge for Temperature Measurements 

(412 Radiometric Standards 

0520 Purification and Preparation of Inorganic Substances for High Tempera- 
ture Research 

0902 Physical Properties of Refractory Materials for High Temperature 

1062 Thermal Conductivity of Materials at Temperatures to 2,000° C. 

0301 High Temperature Resistance Thermometry. 

0302 Development of Temperature Measuring Instruments. 

0341 Measurement of High Temperatures by Optical Pyrometry. 

0644 Measurement of Temperatures of Streams of Hot Gas. 

0614 Development of Techniques for Load, Strain and Deformation Measure- 
ments at High Temperatures. 

0635 Calibration Standards for Vibration Pickups. 

0402 Atomic Energy Levels. 
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INTERNATIONAL GEOPHYSICAL YEAR 


Dr. Asttn. There is one other element only directly related to our 
own appropriations, but I think it is a very important one and one in 
which the Congress has expressed appreciable interest. This is the 
program of the International Geophysical Year. 

The work of our Central Radio Propagation Laboratory at Boulder 
is very intimately associated with the general objectives of the Inter. 
national Geophysical Year and this program was augmented in terms 
of equipment made available to it and new field stations set up. 

I would like to cover our contribution on this portion, if agreeable 


to you, by a short statement on this, which can be inserted in the 
record. 


Mr. Presron. It may be inserted in the record at this point. 
(The information referred to follows :) 


PRELIMINARY RESULTS OF THE NATIONAL BUREAU OF STANDARDS RADIO AND IONO- 
SPHERIC OBSERVATIONS DURING THE INTERNATIONAL GEOPHYSICAL YEAR 


The International Geophysical Year program was the greatest single inter- 
national collaborative research effort ever attempted to probe the properties of 
the planet Earth and its surroundings from the depths of the ocean to the outer 
reaches of interplanetary space. The Central Radio Propagation Laboratory 
of the National Bureau of Standards in Boulder, Colo., has, since it started 
operations in 1946, been charged with a Central Government responsibility for 
obtaining, analyzing, and disseminating information on the propagation of radio 
waves at all frequencies both along the surface of the earth and in the at- 
mosphere and space surrounding the earth. In order to carry out this respon- 
sibility, this laboratory conducts research on the nature of radio w aves, the 
nature of the media through which radio waves are transmitted, the interaction 
of radio waves with those media, and the nature of radio noise and interference 
eifects. This research has involved observations on a worldwide basis and has 
produced, and will continue to produce, a vast body of knowledge concerning all 
of that part of the earth and its surroundings which in anyway influences 
the propagation of radio waves or the production of radio noise. However, 
as a part of the IGY program, this laboratory greatly expanded its radio research 
efforts in order to contribute to this international program and to take advantage 
of the many different simultaneous measurements being made throughout the 
world. 

Although most of the efforts were of a worldwide synoptic character, it was 
important that certain selected specialized experiments be carried out to coincide 
with the overall effort. The NBS experimental program, during the IGY, 
ranged from the large synoptic network of inospheric vertical soundings stations 
to selected experiments concerned with equatorial forward scatter, sporadic E, 
radio noise, night airglow, and observations on satellite signals. 

Since the IGY was selected to coincide with a period of maximum activity 
in the solar atmosphere, it was essential that a close watch on the sun be main- 
tained throughout this period. The solar patrols consisted of visual, optical, 
photographic, photometric, and radio observations of the sun throughout every 
minute of the IGY period. The IGY World Warning Agency at the NBS sta- 
tion at Fort Belvoir, Va., was designated to process and filter these data, to 
maintain a running account of the “state of the sun,’’ and to alert the scientists 
of the world to periods of unusual solar activity. At times, during those alerts, 
special world intervals were declared, thereby accelerating scientific observations 
throughout the world. 

Early in the IGY it was decided to set up four World Data Centers to maintain 
files of the results of all IGY observations and to make these available for 
research and study to the interested scientists of the world for many years to 
come. These centers are now operating in the U.S.S.R., England, Japan, and 
the United States. Because of the presence of the Central Radio Propagation 
Laboratory, the Boulder Laboratories of the National Bureau of Standards were 


chosen as the location for the Subcenter for Airglow and Ionospheric Data for 
the U.S. World Data Center. 
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During this period the NBS greatly expanded its radio observations in the iono- 
sphere in the equatorial regions and in the Far East and for the first time made 
extensive radio-sonde measurements in the Antarctic. Although most of the 
measurement verified what had been predicted about the ionosphere, a large 
number of new types of results were obtained which will require additional 
analysis and measurements before they are completely understood. For ex- 
ample, the intensity of ionospheric ionization in the Antarctic was found to be 
greater than expected in regions not illuminated by the sun and certain anoma- 
lous effects concerning correlation with sunspot number were uncovered. Much 
more information was obtained regarding unusual ionospheric conditions in the 
equatorial regions, particlarly with reference to the high occurence of a distine- 
tive type of sporadic-E and the strong daytime current system girdling the 
earth at 100 kilometers, known as the “equatorial electrojet.” Strong differ- 
ences in propagation of very high frequency radio waves were found in the Far 
East as compared to the United States at comparable latitudes. 

NBS also made extensive use of the 20- and 40-megacycles-per-second signals 
from the Russian satellites. An extensive interferometer tracking arrangement 
was set up at Table Mesa near Boulder, and various techniques were developed 
for obtaining information on the large scale effects of the ionosphere in trans- 
mission of radio waves, as well as many of the finer scale effects due to 
irregularities and turbulences in the ionosphere. An extensive computer program 
was set up using the large digital computer and the analysis of results will 
continue for many months. 

Radio noise is the basic limitation to radio reception and, in particular, the 
background of radio noise originating largely from lightning discharges in the 
atmosphere is often a severe restriction to good radio communication. There- 
fore, a detailed knowledge concerning the distribution of noise levels throughout 
the world and an understanding of the noise characteristics is fundamental to 
the advancement of communication techniques. For this reason, during the 
IGY, a worldwide network of stations recording radio noise levels was put into 
operation by NBS. Some 15 of these stations were put into operation throughout 
the world, using noise-recording equipment developed at NBS. This resulted 
in the most extensive set of noise measurements ever made, but because the 
work on radio noise was neglected for many years this work will need to be 
considerably expanded beyond even the IGY effort in order to put noise prediction 
on a sound basis. 

Another method of investigating the upper atmosphere is by optical observa- 
tion of the light of the night sky or airglow. The atoms and molecules of the 
earth’s upper atmosphere continuously emit radiation which can be detected by 
sensitive photometers at night when the stronger light from the sun does not blan- 
ket the radiation. Because of its wide distribution and constant occurrence, it was 
logical that a worldwide study of the airglow be undertaken as a part of the IGY 
synoptic program. Observation stations were installed in the United States, 
Alaska, Peru, Australia, and Greenland, using NBS-developed automatic 
photometers. 

Careful analysis of the large mass of data using digital computer techniques 
has indicated that at least part of the airglow occurs at a height of 100 kilometers 
in discrete cells of about 2,500-kilometer diameter and moving with velocities of 
about 200 miles per hour. The kinetic energy in these cells is of the order of 
1 percent of that in major meteorological disturbances at the surface of the 
earth, although the density of the air is only about one-millionth of that at the 
surface. There is also some indication of possible close relation between airglow 
and aurora. 


NEED FOR REQUESTED BUDGET 


Dr. Asrrx. That completes my summary of achievements. I would 
next like to move to the most urgent matter of seeking to point out 
the need for our budget request in fiscal year 1960. Most important 
in this area is the field of improving our ability to make calibrations 
of the measuring instruments of American industry. We have been 
pushed in this area in a way, although we are aware of the need of 
providing this service. 

But the Air Force in particular has been after us to improve our 
capability in various fields so that the adequate measurements stand- 
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ard can be applied to controlling the characteristics of the multitude 
of technical components which are necessary for the Air Force. 

Mr. Preston. I wonder if it would not be better for the committee 
if, in justifying these amounts you are going to talk about, you went 
down the list as they appear in the justific ation so we would know 
precisely what category you are talking about at the time. 

For instance, the matter you just mentioned ; I do not know whether 
it comes under physics, electronics, mechanics, or engineering. Could 
you do that? 

Dr. Astin. Yes, sir; we will. There are needs for improvement 
in the calibration areas in physics and electronics. In particular we 
need to provide better calibrations throughout the electrical field at 
400 cycles and throughout the entire radio-frequency range. 

The one example which I showed you of progress is filling but one 
important need in this area. Our current estimate is that of the 
calibrations service in the area of radio and electronics, we are able 
to furnish only about 25 percent of the specific types of calibrations 
which are needed, to the accuracy at which they are needed. 

So there is a tremendous amount of work included in the increase 
for physics and electronics to improve our capability for measuring 

‘adio and electronic phenomena. 

In addition, our capability for temperature measurements, although 
we are pleased to report substantial progress, is still far short of that 
which is needed. 

That is also part of the physics and electronics program. 

In this connection I might call to your attention two observations 
which were made to us by international experts in the problem of high 
temperature measurement last fall following the visit of these individ- 
uals to the Russian standards laboratory “where they measure and 
develop standards for measuring high temperature. One of these 
gentlemen, a French subject, m: ade the statement that the Russian 
competence in optical pyrometry is the best in the world by far. 

The other individual, who is an Australian charged with responsi- 
bilities in this area, made the same observation, that the Russians have 
the best capability in optical pyrometry measurements. He made the 
plea that the only way we can match this capability is for the United 
States to seek to do it. He felt that this country was not yet capable 
of it and it was urgent that the free world match this capability. He 
made the plea to us that we seek to at least match and perhaps exceed 
the Russian capability in the area of optical pyrometry. 

Increased interest in the field of optical pyrometry is one of the 
activities included in the physics and electronics area. 

I can relate these, Mr. Chairman, more specifically to subsequent 
pages in our justification because under physics and electronics, we 
have about six of our technical division programs combined. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. On the record. 


BUREAU OVERHEAD 


Without going into great detail about the varied programs under 
these five or six categories, we are now discussing, at this time will you 
speak to the increase in personnel and the corresponding increase 1 
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the Bureau overhead which appears to me to be mighty high, consid- 
ering the fact that in this area of physics and electronics you seek 113 
additional positions and 27 new positions as Bureau overhead. 

What do you mean by Bureau overhead ? 

Dr. Astrx. By Bureau overhead we mean all those services which 
facilitate the work of the scientist. They include machine shop serv- 
ices, storeroom services, library services, publication process services, 
as well as the more conventional things like personnel services. 

Mr. Preston. It is not just : administration, then ? 

Dr. Astin. We include it as overhead, but it includes the specialized 
things that scientists need to do their work as well as the more con- 
ventional things of accounting and personnel administration. 

Now, I talked to you before about the general subject of overhead 
and made the observation that I deliberately seek to keep down our 
overhead because the more money we spend in this the less money we 
have to put out directly on technical programs. 

On the other hand, we cannot go too far in this direction because if 
we do, then we make scientists perform the jobs that less skilled peo- 
plecould do for them. So we have to strike a balance. 

But in this area my budget officer gave me this day a very interesting 
chart which indicates the ‘trend in the overhead situation throughout 
the Bureau since fiscal year 1956 and projected to fiscal year 1960. 

Overall, during this 5-year period there is planned a 26 percent 
increase in technical man-years with a 9 percent increase in overhead 
man-years. 

This trend I have broken down in some detail, year by year, but in 
general we are increasing the overhead at a lower percentage rate 
than we are increasing the technical man-years. This I think is 
good. 

Mr. Preston. Will you put that in the record ? 

Dr. Astry. You may put that in the record. It is broken down 
for our Washington laboratories and Boulder and combined. I gave 
you the overall summary. 

(The material referred to follows :) 


Analysis of overhead trend 


| | 
| | Washington labora-| Boulder labora- | Total 
tories tories 


| 
| 
| 
| 


Fiscal year 

| Technical) Overhead} Technical; Overhead} Technical; Overhead 
man- | man- | man- | man- | man- man- 
years | years | years years years | years 





: Ee ied ; a 1, 631 57% 442 | 111 2,073 | 684 
1957... é as oe ak 1, 665 | 55! 555 123 | 2,220} 678 
Percentage change. - . - bios Sie : ‘ +26 +11 | 7’ 3 
1958 3 a AS ois oe 7 f 650 | 140 2, 354 710 
Cumulative percentage change-. ; aus +47 | +-26 +14 ad 
1959_ Md. yf 586 706 | 147 | 2, 516 733 
Cumulative percenté we ché ange. aeaeae 2 | ) +32 +21 +7 
1960 Oe gast 864 | 596 5 152 | 2,622 | 748 
Cumulative percentage change... eta +37 | 26 +9 


Mr. Preston. Now the total job increase in this area would be 141 
positions ? 
Dr. Astin. That is correct. 
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Mr. Preston. That is the major field that you are planning 
Dr. Astin. This is the major field in which we are directing our 
emphasis and this includes as the highest priority this business of 
increasing our competence to provide the basic standards for measure- 
ment. 

REDUCTIONS IN BUDGET 


Mr. Preston. Doctor, obviously when we go to mark this bill up 
and we look at these figures and these titles, being laymen as we are 
and not qualified to establish any priority on the 1 importance of this 
work, we would not undertake to choose one subject that you should 
place emphasis on and eliminate another, because, we are not qualified 
to do that. 

However, do you feel about this matter, if the committee in its final 
determination sees fit to reduce this budget to an extent, do you prefer 
what would be a lump-sum reduction and leave the priorities to you 
with the balance of the money? Is that the way you would like to 
handle it ? 

Dr. Astin. I think that would be advantageous, sir, because even at 
this date I would probably give you a different set of priorities than 
I would give 6 months from now. We have a very dynamic pro- 
gram and the requirements in terms of needs will vary from month 
to month. The greater flexibility we have in applying our resources 
to what appear to be the most urgent problems throughout science and 
industry, the more eflicient our program will be. 

Mr. Foon. Off the record. 

(Discussion off the record. ) 

Dr. Astin. I would like to make a special plea for the total request, 
sir, because this has been put together with very careful consideration 
to the needs of the country. It is my feeling that every cent that is 
spent by the National Bureau of Standards will return itself to the 
country many times, either in terms of increased production efficiency 
throughout the « ‘country or increased defense capability. 

It is difficult to measure this, but everybody everywhere depends 
on measurement capability and the basic standards for measurement. 

This has been a very carefully developed program in which we have 
used advisers all through the country. It represents, in my opinion, 
a minimum level if we are serious in the United States about trying 
to achieve a strong and effective technical progress in science and 
industry. 

Mr. Preston. Let me say two things. No. 1, we are not prejudicing 
this budget by anything that has been said. This committee may 
decide to allow any request you have made. 

No. 2, T would like to know whether this m: jor increase which you 
brought to us this year, much greater than in recent years, reflects your 
thinking and the Saiinhinge of your associates, related to the space age 
that we are now living in? 

Dr. Astin. It isa modern budget, sir. 

Mr. Preston. I cannot help but observe that we are going to spend 
in the neighborhood of a billion dollars annually on space, missiles, 
in the Gov ernment and this is a very small amount of money by com- 
parison if it is going to contribute in any way toward the major 
billion-dollar effort that we are going to make annually, and perhaps 
more. 
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So we are not alarmed by the size of this budget, Doctor, I assure 
you. We are not alarmed. We are slowly beginning to become 
adjusted to these fantastic figures we have to live with. 

It was ss aid today by a very distinguished Member of Congress that 
in a few years we would not have any man-operated airer aft at all, 
that they sae all be missiles and devices that were operated without 
benefit of man and that the size of our defense force in the not too 
distant future would be reduced 50 percent in its size but yet would 
cost more than it is costing today. 

So we don’t have any hopes of getting a reduction in appropriations 
because of these devices that the scientists are creating for us. It will 
just go up. 

Mr. Froop. Mr. Chairman, the record indicates that I have been 
sitting here all day and you have made the statement yourself. 

In an abundance of caution I want the record to show that this is a 
minority opinion vis-a-vis the airplane and unmanned aircraft and 
the 50 percent reduction. He sets a definite period of time within 10 
years. It obviously is not true. 

Mr. Preston. I did not say it is today. So do not be faint at heart 
at this point, Doctor, about the possibility of reduction. We have a 
trait here and sometimes we reduce some things. That is certainly no 
indication we are going to reduce this. 

We are going to talk about this budget considerably, much more so 
than some of the others we are hearing. 

Mr. Froop. Plus, Mr. Chairman, that these people are doing basic 
research for which we have an unlimited need as compared to other 
types. 

Mr. Presron. So how important is it to you to discuss in detail the 
various things under the six categories ? 

Dr. Astin. These, sir, are discussed in some detail in our support- 
ing materials. 

Mr. Preston. Let us see what pages we can put in the record. It 
will save a lot of conversation here. 

Mr. Horan. Page 1142 is the first activity. 

Mr. Preston. Would pages 1106 through 1110 cover it pretty well ? 

Dr. Astin. The detailed justification begins on page 1128. You 
first have a general statement about the activities “Physics and 
electronics. 

Researcu AND TECHNICAL SERVICES 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


a 





Program by activities: 


1. Physics and electronics $3, 677, 290 $4, 789, 700 $6, 447, 000 
2, Chemistry and metallurgy 2, 187, 827 2, 623, 500 3, 482, 000 
3. Mechanics and engineering 1, 106, 413 1, 404, 500 1, 921, 000 
4. Radio propagation 5 moe ; 2, 420, 991 3, 021, 600 3, 736, 000 
5. General services ; 330, 949 | 488, 700 639, 000 
6. Proposed payment to “Working capital fund,” Na- | 
tional Bureau of Standards | 1, 275, 000 
s _ Total obligations ba deel 9, 723, 470 12, 328, 000 | 17, 500, 000 
Financing: Unobligated balance no longer available...__....--| 2, 874 |_. Bi 
New obligational authority. __............-- : oe 9, 726,344 | 12,328, 000 | 17, 500, 000 


New obligational authority: 
Appropriation. ____. ames aa 9, 726, 344 11, 500, 000 17, 500, 000 
Proposed supple mental due to pe ay increases. ___-- a amore Laas 828, 000 


ree 





272 





Object classification 


1958 actual | 1959 estimate | 1960 estimate 





| 
07 Other contractual services aides “a as $9, 723,470 | $12,328, 000 $17, 500, 000 


SUMMARY OF REQUIREMENTS 


Mr. Preston. At this point let us insert in the record pages 1106 — 
through 1110 of the justifications. 
(The pages referred to follow :) 


Summary of requirements, budget year 1960 


Appropriation, 1959 (regular bill) - - ide eienonus Gupeasied ane esewy Sontauaducs ~-ce------ $11, 500,000 
Add 
Proposed supplemental due to pay increases: —_ 
Federal Employee Salary Increase Act of 1958 (Public Law 85-462) $828, 000 P 
Adjusted rates for scientists and engineers . - - Reet 262, 000 1. 
Total ‘ : 1, 090, 000 
Base for 1960 , : : : 12, 590, 000 


Net difference, 1960 over 1959 





Requirements Difference, 
aan eats omcs MONO AD > C 
or de- - 
1959 1960 crease (—) 
adjusted estimate 
Physics and electronics ‘ $4, 908, 000 | $6, 447,000 |4-$1, 539, 000 
Chemistry and metallurgy 2, 701, 000 3, 482, 000 +781. 000 
Mechanics and engineering 1, 439, 000 1, 921, 000 +-482, 000 \ 
Radio propagation 3, 045, 000 3, 736, 000 +691, 000 3 
General services _ 497, 000 | 639, 000 +-142, 000 
Proposed payment to ‘‘Working capital fund”’ | 1,275,000 | +1, 275, 000 
Gross requirements- _--- jad ninco keel _.| 12,590,000 | 17, 500, 000 +4, 910,000 +4, 910, 000 
ar BER OS Or MEO ORION BONS 6 can ccennmciatds sncaecacicvddecatbacteesunsnd ---- 17,500,000 4B 
EXPLANATION OF LANGUAGE CHANGES 
Deletions: 
“Expenses” 
Proposed change in appropriation title. 
6,9) 
c ‘ 
5, ¢ 


Change in code reference. 

“temporary or special” 

Public Law 85-890 (72 Stat. 711) contains a reenactment of the continuing 
authorization for improvement and construction of facilities. Expenditures 
for improvements not exceeding $40,000 are authorized without special 
appropriation language. The Research and Technical Services appropria- 
tion finances those improvements which are directly related to programs 
supported by the appropriation. The deletion of the phrase ‘temporary or 6. 
special” puts the appropriation in the same terms as the authorizing act 
and avoids any confusion as to the construction which is permitted. 

“section 2 of the Act of July 21, 1950 (15 U.S.C. 286) ;” 


“July 21, 1950 (15 U.S.C. 285)” _ 
Deletes reference to a statute repealed by Public Law 85-890 (72 Stat. 
1711). 


Additions: 
“Research and Technical Services” 
New appropriation title proposed to describe more accurately the purpose 
of the appropriation. 
$5)? 
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Correction in code reference due to recodification of the Bureau’s organic 
act to incorporate the changes contained in Public Law 940, 84th Congress. 

“the Act of September 2, 1958 (72 Stat. 1711)” 

“September 2, 1958 (72 Stat. 1711)” 

Reference to ‘authorizations reenacted in Public Law 85-890, “of which 
not to exceed $1,275,000 shall be available for payments to the ‘Working 
capital fund,’ National Bureau of Standards, for additional capital.” 

Authorizes payments to “Working capital fund” for procurement of 
equipment to be added to the depreciable equipment inventory of the fund. 


Summary of estimated obligations by program 






































Actual, 1958, Estimate, 1959 Estimate, 1960 
adjusted 
— a — aa 
Average Average | Average 
number Obliga- | number | Obliga- | number Obliga- 
of posi- tions of posi- | tions of posi- tions 
tions | tions | tions 
1, Physies and electronics: | 
Optics and metrology. .----- 53.7] $493, 296 60.8 | $616,000 74.3 $741, 000 
Heat 62.4 583, 734 79.6 878, 000 111.3 1, 250, 000 
Atomic and radiation physics- 111.3 1, 012, 861 126.5 | 1,292,000 156.0 | 1,622,000 
Electricity and electronics... 55.9 491, 329 | 69.1 | 660, 000 91.7 73, 000 
Data processing systems... .- 15.6 147, 863 22.2 | 233, 000 41.4 429, 000 
Radio standards. .---- ae 105. 948, 207 117.2 1, 229, 000 141.9 1, 532, 000 
—— | a _ _ — ~ - _ 1 coeniciiictaiieeteediaihdeaitiehe —__— — 
atedict. 2.2 404.0 | 3,677,290] 475.41 4,908,000 616.6 | 6,447,000 
2. Cnemistry and metallurgy: 
Chemistry - - 85. 2 743, 280 96. 7 903, 000 114.9 1, 102, 000 
Organic and fibrous materials 64.6 572, 074 70. 4 678, 000 82.5 793, 000 
Metallurgy 38. 4 353, 372 46.8 453, 000 58. 0 575, 000 
Mineral products. ........-. 59.3 519, 101 69. 4 667, 00 | 90. 0 1, 012, 000 
Total : 247.5 | 2,187, 827 283.3 | 2,701,000 345.4 | 3,482, 000 
3. Mechanics and engineering: 
Mechanics. . 57.8 494, 683 724.7 667, 000 92. 4 877, 000 
Building tec hnology 47.1 395, 278 54.8 502 , 000 65. 8 611, 000 
Cryogenic engineering 28. 0 216, 452 | 32. 5 270, 000 48 4 433, 000 
n sccmasicied i scactheclieconabtadanaiaoed SS I 
Totals sw. “ 132. 9 1, 106, 413 160. 0 1,4 139, 000 206. 6 1, 921, 000 
4, Radio propagation: 
Central Radio Propagation 
Laboratory s. ie 2.7 28, 151 6.6 58, 000 11.3 150, 000 
tadio propagation physics. a 168.0 | 1,758,300 | 205. 1 2, 201, 000 231. 6 2, 495, 000 
R audio propagation engineer- | 
OG cc accackeuneenean keen | 72.9 | 634, 540 74. 4 786, 000 99.5} 1,091, 000 
PIM a aeseabe on cae 243.6 | 2,420,991 286. 1 3, 045, 000 342.4 | *& 736, 000 
5, General services: 
Applied mathematics. 21. 2 213, 510 20. 6 238, 000 25. 2 | 295, 000 
Office of Weights and Meas- | | 
ee ‘ 9.1 84, 090 12.1 | 117, 000 13. 5 157, 000 
Office of Basic Instrumenta- 
NN he re rari a .9 8, 928 27 31, 000 3.5 38, 000 
Technical services......-.---- 2.8 24, 421 A 111, 000 | 11.7 | 149, 000 
— emepumne inane = tienen = EEE sanunanenenenmmas enema 
ORES ouicnntenasdneaease se 34.0 330, 949 43. 1 497, 000 | 53.9 639, 000 
6. Proposed payment to ‘Working | | 
capital fund,” National Bureau | 
of Standards. ..---- Socoeul eae eek | a ; a a76, 000 
Appropriation or estimate....| 1,062.0 | 9, 723, 470 1, 247.9 | 12, 590,000 | 1. 564. 9 | 17 500, 000 
{ | 
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Summary of estimated obligations by cost component 





| | 





Actual, 1958, | Estimate,1959 | Estimate, 1960 

adjusted 

—_—_—_——_|—_ | or 

| Average | Average Average 

| number | Obliga- | number Obliga- | number Obliga- 

| of posi- | tions | of posi- tions | of posi- tions 

tions | tions tions 
eas aay Cae oe | |. ta 
Personal services_-_- ea ace’ 821.7 | $5, 747, 894 | 975.7 | $7, 423, 000 1, 232. 7 $9, 235, 000 
Other objects. Beso beeen ae | 2,044, 892 | | 2,787,000 | 5, 358, 000 
Bureau overhead -......---.-------| 240.3 | 1,930, 594 272.2} 2,380,000 | 332.2 2, 907, 000 

I ae wc eaeaen | 1, 062.0 9, 247.9 | 12, 590, 000 1, 564.9 17, 500, 000 











JUSTIFICATION OF THE ESTIMATES 





Mr.Preston. Then following that we will begin with page 1128 

Dr. Astrn. And this runs division by division in which the spe- 
cific things involved in each division are mentioned. 

Mr. Preston. That will go through what page number? 

Dr. Astin. It runs through page 1190. That covers a fair amount 
of detail in these categories, broken down into more limited program 
areas. 

Mr. Horan. Mr. Chairman, I notice also that they have included 
all transfers, gifts, and bequests, and the sale of calibration material; 
it is all right in here. 

Mr. Preston. Those are some things we were going to ask about. 
This will make a large book, but I think we ought to put it in. 

Allright, put it in through 1190. 

(The material referred to follows:) 


Activity 1. PHysics AND ELECTRONICS 
Research and technical services program 


{In thousands of dollars] 


| 1958 


1959 ft. 1960 fe Increase 
| 





on Obliga- |M« ‘eal Obliga- Mn an-| Obliga- 
“a tions yes ars | tions [7 wy tions 





Cost component 

|Man-| Obliga- 

jyears| tions 
| 





S| 
| 
| 


| 
| | 
Personal services. _....-...-..------- [310.1  s $2, 258.8 |368.1 | $2, 945.0 [481.5 | $3, 733.0 |113.4 | $788.0 





EE GOIN aoc iann nensewieneccect 664. 2 | 1, 025.0 | | 1,544.0 | 519.0 
rrenl Overmeed.. . 5. ncn cotss- | 93.9 | 754. 3 |107.3 938.0 |135.1 | 1,170.0 | 27.8 | 232.0 
ales nonin nieces cteaeasieasid his a 
OTM Nn on cane eneccennnce-- [Oe O | 8077.8 1675.4 | 4908.0 1616.6 | 6,447.0 |141.2 | 1,539.0 
Capital equipment (see activity 6) ..|_.....].--..--._- 


beWaminenes ft) SST, 834.0 





This activity includes work in the fields of optics, metrology, heat, rheology, 
atomic and electronic physics, radiation physics, electricity, and electronics. 
Includes research and development in support of standards and measurements of 
light, color, length, heat, viscosity, radiation absorption, atomic constants, elec- 
tricity, magnetism, and electronic phenomena. This activity also includes the 
development and application of digital and analog computer and control systems. 
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| 1958 | 1959 1960 | Increase 
Division | a ro ' re 
| Man-} Obliga- | Man-| Obliga- | Man-| Obliga- | Man-| Obliga- 
years tions |years| tions years tions years; tions 
a = ae aA 5 — oe “oe oe ey a ee oe 
Optics and metrology. ’ 53.7 | $493.3 60.8 | $616.0 | 74.3 eal $741.0 | 13.5 $125.0 
Heat. - | 62.4 583.7 | 79.6 | 878.0 |111.3 1,250.0 | 31.7 | 372.0 
Atomic and radiation physics-.-- 1111.3 } 1,012.9 126.5 1, 292.0 |156. 0 1, 622.0 29.5 | 330. 0 
Electricity and electronics | 55.9 | 491.3 | 69.1 660.0 | 91.7 873.0 | 22.6 | 213.0 
Data processing systems... 15.6 | 147.9 | 22.2 233.0 | 41.4 | 429.0 | 19.2 196. 0 
Radio standards 105.1} 948.2 |117. 2 | 1, 229.0 |141.9 | 1,532.0 | 24.7 | 303.0 
sistemas aiedinsitietsiial biped 2 — a 
Total_- -|404.0 | 3,677.3 1475. 4 | 4 4, 908. 0 616. 6 | 6, 447.0 {141.2 | 1, 539. 0 
Summary of total technical program 
{In thousands of dollars] 
| | : | : 
1958 1959 1960 Change 
| emanate agen ee aera oie atoms Pieris 
Source of support | Tech- Tech-| Tech- | Tech- | 
}nical| Obliga- | nical| Obliga- | nical} Obliga- | nical | Obliga- 
| man- tions |man-| tions |man-| tions | man- |_ tions 
ly ears years | years | | years | 
| | | | 
s tee 
NBS appropriation_- | 310.1] $3, 677.3) 368.1) $4,908.0) 481.5; $6, 447.0) +113. 4| +$1, 539.0 
Gifts and requests , . es 14.7; 1.0] 12. 0) | | —1.0 —12.0 
Other agency funds- -- 413.4 5, 699.0) 393.9) 5, 324. 0| 352.7} 5,298.0) —41.2 — 526.0 
Calibration fees (public and Gov- | | 
ernment) : 60.9 730.8) 97.2 1, 300.0) 115.6 1,624.0} +18.4 +324. 0 
——|—_—. aie aaa 
Toteli.s-s j ___| 785.4) 10, 121.8] 860.2} 12,044.0| 949.8] 13, 369.0 +89. 6) +1,325. 0 





| 


The table above indicates the man-years of technical effort and the obligations 
in the total technical program of the divisions in the physics and electronics 
activity. Four sources of financing support the total program: The research 
and technical services appropriation provided directly by the Congress; gifts 
and bequests from technical societies, industrial organizations, foundations, etc., 
desiring to aid and facilitate the work of the Bureau; funds received from other 
Federal agencies to finance the cost of individual projects requested by the 
sponsor agencies; and fees from the public and from Government agencies in 
payment for calibration services. 

The table indicates the anticipated changes in the total technical program for 
1960. The proposed increase in programs supported by the Bureau’s appropria- 
tion is partially offset by decreases in the programs sponsored by other agencies 
and financed by gifts. The major portion of the expected increase in the cali- 
bration services is in calibration of electrical and electronic instruments for 
the military services and their contractors. 


Proposed research and technical services program change 


| Technical | Obligations 
man-years | (in thou- 
sands) 


1959 program - - ae sain ; ; , 368.1 | $4, 908 

Net increases: | 
With present staff ----- , = ; eo ‘ ‘ ol 55.8 | 699 
With added staff__-__-- : fimiadialti h scieunabaissananeins ‘ -s 57.6 | 840 
Pee GERI. Sop walccutes weckedes iia habe 7 pends ied keene ot 481.5 6, 447 


The proposed increase in the primary programs in this activity will in part be 
undertaken by Bureau staff members who are now working on projects spon- 
sored by other agencies or on other Bureau programs. The transfer of personnel 
to these higher priority programs promises significant benefit in terms of program 
content, research effectiveness, program planning and management, and fulfill- 
ment of primary Bureau responsibilities. 
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The national need for expansion or initiation of primary programs cannot be 
met solely by shifting staff from other programs. Many of the primary programs 
are of extreme importance to scientific progress and national technology. The 
program needs have, therefore, been carefully assessed, and, to the extent that 
the most urgent needs cannot be met by shifting staff. support for new staff on 
these programs has been proposed. 

The following pages describe the most significant of the proposed increases in 
each division in this activity. 


Optics and Metrology Division 


{Obligations in thousands of dollars] 


1958 1959 1960 | Increase 


| 
bs 


Cost component | 


js | 
|Man-| Obliga- |Man-} Obliga- |Man-) Obliga- |Man-] Obliga 
|years} tions j|years| tions | years tions j|years| tions 
| | 


— 
Personal services. . ...- Beno eS $321.7 | 46.6 $398.0 | 57.5 
Other objects_- . Sevminennl | 66.0 | 94.0 | 118.0 |_. 
Bureau overhead - - - Salta tba wae GMT 105.6 | 14.2 124.0 | 16.8 147.0 

: |— . eee 


bad is ta ReaD 493.3 | 60.8] 616.0] 74.3] 741.0] 


Capital equipment (see activity 6)-..|.-----|----------]_----. << semahe 45.0 | 


This division is concerned with problems of measurement, instrumentation, 
and standardization in photometry, colorimetry, interferometry, optical in- 
struments, refractiometry, photographic technology, thermal expansion, and 
length. Technical data and techniques resulting from this division’s research 
programs have a vital bearing on progress in industrial production technology. 

The primary programs of this division have been at a modest level for several 
years, the chief area of added activity having been in improvement of methods 
of calibrating gage blocks. Increases for 1960 will be devoted primarily to 
extension of standards and improvement of measurement methods. 

1. Standards, standard materials, and physical constants 

The general conference on weights and measures intends, at its meetings in 
1960, to choose an atomic wavelength as the new international standard of 
length. Current NBS activity centers on the development of an atomic beam 
source of optical radiation whose wavelength can be proposed as the inter- 
national standard. This work must be expanded to develop methods of cali- 
bration in terms of the new standard and to determine the magnitude of varia- 
tion of performance with changes in operating conditions. In addition to in- 
creased effort on this program, the budget includes $45,000 for construction of 
the necessary equipment. 

Work in goniophotometry will be expanded to include development of turbidity 
standards which will be useful in the fields of medicine, plastics, sugar refining, 
brewing, and water purification. Attention will be given to improved physical 
standards for the measurement of properties of photographic materials. Work 
will also be extended in the highly accurate measurement of indices of refraction 
of transparent media, needed by optical designers to insure proper performance 
of optical systems. 


2. Measurement methods, instrumentation, and methods of analysis 


Expanded effort in spectrophotometry will enable (1) critical analysis of the 
residual differences in colorimetry between results obtained from spectrophoto- 
metric data and results by other means and (2) development of procedures for 
spectrophotometry of fluorescent materials. Important additional activities in 
photometry include (1) the development of improved photometric standards for 
subminiature lamps, (2) a study of the effects of aging on the NBS integrating 
sphere, the large laboratory device for studying total candlepower from a light 
souree, and (3) the development of equipment for rapid measurement of the 
distribution of light from projectors and for automatically recording isocandle 
curves. ; 

The measurement of color throughout industry has assumed large proportions. 
For the rapid measurement of color there is need for improved source-filter- 
photocell combination that will duplicate the prescribed functions and for the 
development of standards for checking tristimulus colorimeters. 
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The demands for greater precision in length measurement have been answered 
in large part by the use of optical interferometers. Work on interferometry 
and length standards should be accelerated to permit routine use of inter- 
ferometric methods in the calibration of long line standards and end standards. 


Heat Division 


[Obligations in thousands of dollars] 


| 1958 | 1959 | 1960 Increase 
inbaineiegecccsleian seated ; | ee ee ee ae scam 
Cost component | | | | | 
Man-| Obliga- |Man-}| Obliga- |Man-} Obliga- |Man-! Obliga- 
years | tions years tions years tions {years tions 


-| 
i os » a | — 
Personal services. - - ii 47.3 $364.2 | 60.8 $522.0 | 85. $699.0 | 24.9 | $177.0 
Other objects... : 100. 0 192.0 334.0 | 142.0 
Bureau overhead - . 119. 5 ; 164.0 217.0 | 6.8 | 53.0 


Total... Bee 583.7 | 79.6 878. .3| 1,250.0 | 31.7 | 372.0 
|—— = 


Capital equipment (see activity 6) -- inca Pesoe =i ss alice 198. 0 | -----| 198. 0 


This division is responsible for establishment, improvement and dissemination 
of the units and standards of thermometry, heat, viscosity, and fuel perform- 
ance; for related instrumentation research and calibration services; for the 
experimental and theoretical determination, compilation, and correlation of the 
thermal properties of materials; for basic research in processes at high tempera- 
tures and high pressures, transport phenomena, low temperature physics, rhe- 
ology, properties of free radicals, and the mechanism of combustion. 

Recent recognition of this Nation’s lag in ability to produce, control, and 
measure very high temperatures has focused attention upon the needed ex- 
pansion of the programs of the heat division. A vigorous effort is planned in 
those areas of this division’s responsibilities which are expected to be most 
important for science and technology in the foreseeable future. 

1. Standards, standard materials, and physical constants 

Further expansion of the effort on high temperature standards is critically 
important. This expansion will center on two programs: 

(a) The increased activity on high temperature resistance thermometry is 
concerned with the reproduction of certain fixed points on the international 
temperature seale. Work in other national laboratories has indicated the 
probable desirability of substituting the freezing points of indium and zinc 
for the steam and sulfur points on the present international temperature scale. 
Work at these fixed points is necessary at NBS in order to make intelligent recom- 
mendations regarding their adoption and to develop equipment and techniques for 
their use if adopted. Instrumentation studies are also needed to permit some 
automation of the calibrations involving fixed points on the international tempera- 
ture scale. This automation is expected to reduce manpower effort as well as 
toimprove the reliability of the calibrations, 

(b) The heat measurement program will be increased chiefly by diverting 
staff from other agency projects to give more emphasis to NBS responsibility for 
extension of the temperature range of measurements. With the completion of 
the 2500° C. calorimeter, a program will be initiated to develop calorimetric stand- 
ards for the higher temperatures. Initiation of high-temperature vapor pressure 
measurements, and possibly vapor density measurements, will be given high 
priority because they give vital information on the molecular species in the gase- 
dus phase. 

Increased automation of experiments and calculations will be undertaken. The 
goal is complete programing of experimental measurements, recording of data, 
and calculations of results, using the low-temperature calorimetric apparatus. 
The coding of the IBM-704 machine for calculation of the results should be 
essentially completed in this period. Development of an automatic precision 
Mueller bridge and a potentiometer would be accelerated, together with other es- 
sential components, such as timing devices. 

An attempt will also be made to apply molecular beam techniques to calorime- 
try, giving a radically new tool for measurements of heat of vaporization, dis- 
sociation, and chemical reaction of small amounts of material. The work in- 
volves a development of high-temperature techniques to generate molecular beams 
and low-temperature techniques for energy measurement. 
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At the other end of the spectrum, effort will be accelerated on the thermody- 
namic temperature scale between 1° K. and 20° K. and on development of the 
helium vapor pressure standards. Work will also be increased on improvement 
of liquid viscosity standards in order to facilitate increased accuracy in vis- 
cometric measurements that are important in production control and in studies 
of molecular structure. 

2. Engineering and technical data 

The high pressure thermodynamics program will be expanded as part of an 
intensive effort to provide basic data needed for extension of high temperature 
and high pressure standards. The objective will be to develop apparatus and 
experimental techniques for static and dynamic measurements of thermo- 
dynamic and related properties of solids, liquids, and gases at various tempera- 
tures and pressure ranges over the interval 1° K. to 10,000° K., and several 1,000 
atmospheres. Certain technological and scientific problems have stimulated ex- 
perminetal techniques (usually of short duration) at temperatures and pres- 
sures which are 10 to 1,000 times as high as those at which we have either 
adequate standards or an adequate knowledge of the properties of matter. 
While these experiments are successful enough to foreshadow wholly new areas 
of research, the application of these techniques to new areas of technology de 
pends to a considerable degree on the extension of standards and the investiga- 
tion of the properties of matter. 

8. Supporting research 

Special emphasis will be given to extensive background research for the 
Bureau’s expanding standards and measurements programs in the fields of high 
temperatures and high pressure. 

Several theoretical programs required expanded effort. Recent scientific and 
technological problems are concerned with temperatures which not only exceed 
the static or steady state experimental ranges but the range of existing 
theoretical methods as well. Thermodynamic and transport data will be ob- 
tained theoretically to temperautres as high as several million degrees for atoms 
and ions and to tens of thousands of degrees of molecules and molecule ions. 
These data are required for adequate interpretations of experiments, and for 
improvement of experimental techniques. 

The understanding of the properties of materials over a wide temperature and 
pressure range involves a wide variety of theoretical activities, including statis- 
tical and quantum mechanics, irreversible thermodynamics, and many-body in- 
teractions. In addition to the theoretical investigations which are based on ex- 
periments, important but involved calculations are planned which attempt to 
compute properties from a detailed solution to the Schrodinger equation. Such 
work as molecular orbital calculations requires large amounts of computing effort 
and machine time. 

Increased support for the molecular structure program permits these investi- 
gations to be extended to molecular species which are important in _ high- 
temperature systems. It is proposed that the present spectroscopic studies on 
flames be broadened ; there are also a number of interesting species which can be 
studied with the flash photolysis apparatus which was recently constructed. 
Other experimental techniques will be necessary to obtain detailed structures 
for high-temperature species. Exploration of the possibilities of high-tempera- 
ture Raman and infrared spectroscopy and high-temperature electron diffraction 
are planned. 

A new program on extreme temperature spectroscopy will study the spectra of 
atoms and molecules significant to the kinetic processes involved in flames and 
hot gases, upper atmosphere phenomena, and astrophysical environments. The 
results will be expected to lead to (1) systematic determination of data on 
electronic molecular spectra which are presently either largely unavilable or 
incomplete; (2) spectrum line intensities (transition probabilities) necessary 
for development of standards and methods of temperature measurement in hot 
gases at elevated temperatures (above 1,500° K.); (3) undersanding of details 
of reactions occurring in the upper atmosphere and in combustion and electric 
discharge phenomena ; and (4) collaboration with the Temperature Physics Sec- 
tion on application of spectroscopic methods to extremely high-temperature 
systems. 

The budget (activity 6) includes funds for new equipment, such as a photo- 
electric pyrometer, induction furnaces, and pulsated power supplies, needed for 
the expanded research at high-temperature ranges. 
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Atomic and Radiation Physics Division 


[Obligations in thousands of dollars] 


1958 1959 1960 Increase 


| 
Man-| Obliga- |Man-| Obliga- |Man-| Obliga- |Man-) Obliga- 
| years tions years tions years tions | years tions 


Cost component 


ieee cbctienespenhenlinn aainiacniigtadiiccia aieniapale igi Melati camino -| Scabies 
| 98. 3 $788. 0 l121.7 $947.0 


| : 
| 23.4 | $159.0 





ea MPV. as csccolackcasied | 85.6 $629. 6 








Other Obf00t8..--55--- cwseenenseun-lone---| 178,71 SEED ome ie OD eee | 124.0 

Bureau overhead. -................. 25.7 | 206. 6 28. 2 247.0 | 34.3 294. 0 6.1 | 47.0 

Total...........---------------|I11.3 | 1,012.9 126.5 | 1,292.0 |156.0| 1,622.0] 29.5] 330.0 

Capital equipment (see activity 6)..-| ar ae, ce } aha seid ee 213.0 = | 213.0 
| | | 





This division is responsible for the development and improvement of standards 
of wave length, emissivity, isotopic abundance, neutronflux, and radiation; for 
related calibration and evaluation services; for the determination of atomic 
and nuclear constants; for the development of new techniques for measuring the 
properties and behavior of particles and radiation; for studies of the basic be- 
havior of atoms, ions, nuclei, electrons, positrons and their interaction and 
effort; and for the publication of fundamental data and handbooks on radiation 
penetration and protection, basic physical constants, and properties of funda- 
mental particles and radiations. 

The efficiency and speed with which advances in atomic and nuclear physics can 
be applied to our industrial and military technology depend to an increasing 
degree upon the availability of authoritative, evaluated data on the properties 
of atomic and nuclear particles and radiation. Engineers, architects, designers, 
and the medical profession as well as scientists in many fields of specialization 
now require reliable, current, and accessible information which just a decade or 
so ago Would have been useful only to the research physicist or chemist. 

The program of the Atomic and Radiation Physics Division is designed to pro- 
vide these standards, measurement techniques, and compilations of data; to 
carry out the supporting research necessary to assure the accuracy of standards 
and the improvement of measurement techniques; and to resolve uncertainties 
or determine unknown physical properties of atoms, ions, nuclei, and the 
particles of radiation emitted by atoms and nuclei. 


1. Standards, standard materials, and physical constants 

Increased support is proposed for three programs: Measurement of atomic 
properties, high energy accelerator research, and high temperature radiation 
standards. 

In the first of these, the objective is to make precise determinations of atomic 
constants and to study fundamental atomic properties including the interaction 
of atoms and ions with one another and with photons and electrons. The 
absorption of radiation by negative ions becomes an important process in the 
thermodynamics of gases at the high temperatures reached in rocket engines 
and explosions. The techniques used in this project are unique for studying 
this property of negative ions. The same information is needed in many other 
fields, from research on gas-filled electronic devices to the study of the color 
of stars. The determination of atomic constants is fundamental to the Bureau's 
mission to establish increasingly precise fundamental standards of measurement. 
Current work on a magnetic property of the proton will improve our knowledge 
of most of the atomic constants and may lead to improved standards of electric 
current. Work on properties of cesium atoms may lead to improved standards 
of frequency and time. 

Similarly, expanded effort in the other programs will enable NBS to serve 
better the scientific and engineering community. 


2. Measurement methods, instrumentation, and methods of analysis 

Expanded effort in the development, design, and construction of special 
instrumentation and in the development of new techniques of measurement or 
analysis is necessary as the various research programs of this division progress. 
Significant increases are therefore programed for the nucleonic instrumentation 
program and for the more basic program of research in electron physics. 
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8. Engineering and technical data 


The dissemination of data is an important aspect of the work of this division, 
Tables, compilations of data, handbooks, and circulars are prepared based upon 
careful evaluation of the results of investigations in many laboratories, and these 
are published in forms to provide the most useful and readily available infor. 
mation for engineers, scientists, and the medical profession. These include 
publications such as the various handbooks on protection from different kinds of 
radiation ; the compilation of atomic energy levels for all the elements; circulars 
on X-ray attenuation coefficients and on energy loss and range of electrons and 
positrons; and the preliminary reports on penetration of gamma rays through 
water and data for calculations of the penetration through shelters of gamma 
rays from roof contamination and skyshine. Four programs in this category 
are scheduled for increases, chiefly by shifting personnel from other agency 
projects. 

4. Supporting research 

In addition to increased emphasis on the investigation of the electrical, mag. 
netic, and thermal properties of solid state conducting materials, two new 
projects will be initiated. 

The program on medium energy electron and X-ray spectroscopy would apply 
special research competence and investigative techniques already available at 
NBS. Emission and absorption phenomena of photons and of electrons in the 
energy range between 10 and 1,000 electron-volts can provide us with basic data 
on atomic and molecular constants which are at present unavailable. Recent 
advances in thermonuclear research increase the importance of knowing these 
eonstants which correspond to the temperature range between 100,000 degrees 
and several million degrees. 

A new fundamental program in plasma physics would also be started. The 
physics of plasmas is a new and rapidly growing field of physics in which NBS 
will have increasing responsibilities to provide fundamental information and data. 
The application of plasmas to controlled thermonuclear reactors appears likely 
to provide a virtually inexhaustible source of cheap power. However, NBS 
activities in this field will be aimed not at production of power, but toward 
securing basic data and constants required in the development of: (1) Theory of 
plasmas and magnetohydrodynamics; (2) mechanisms of energy loss from high 
temperature plasmas such as bremsstrahlung, neutrons, optical spectra, electron 
and ion energy distributions; (8) energy transfer processes between charged 
particles of a plasma; (4) transport properties of matter such as viscosity, 
thermal and electrical conductivities; (5) radiation damage; (6) wall effects: 
and (7) high temperature phenomena. 

More than 60 percent of the increased effort on NBS primary programs in 
this division will involve a conversion from other agency support. The con- 
verted program will be broadened by changes in emphasis to orient the projects 
toward more general goals and to give priority to studies of the basic physical 
problems rather than empirical results. 

The budget for equipment is needed to purchase a plasma physics discharge 
tube and data recording assembly, soft X-ray and electron spectroscope, a high 
resolution vacuum spectrograph, and a high temperature black body. 


Electricity and Electronics Division 


{Obligations in thousands of dollars] 


1 
1958 | 1959 1960 Increase 


Cost component i te / : ‘i 
\Man-| Obliga- |Man-] Obliga- |Man-| Obliga- |Man-| Obliga 
years tions | years tions years tions years tions 


Spelt Seca aces vie ee 


Personal services 42.8 $320. 53.2 $445. 0 g: $555. 0 3. § $110.0 


Other objects___.------ septate | yds. 76.0 | 146. 0 |- 70.0 
Bureau overhead__ eae fs 105.2 | 15.9 139. 0 9. 6 72.0 


NN iat st han 55.9 491.3 | 69.1 660.0 | 91. 873.0 | 4 
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This division is responsible for the national standards of electricity, including 
the establishment and improvement of the basic standards for the ohm and the 
volt; the extension from these to standards for the other units: farad, henry, 
ampere, watt, joule, oersted, and gauss; the extension of the ranges of available 
standards to very large and very small values; and the accurate determination 
of the Faraday and other electrochemical constants. The division develops 
improved methods of measuring electrical quantities and of measuring non- 
electrical quantities under a wide variety of conditions by electrical and elec- 
tronic methods. Also the division performs a large volume of calibration serv- 
ice to disseminate the electrical units throughout science and industry. 

The division maintains an active information service for Government agencies 
and the public on electronic devices, listing engineering data on a great variety 
of electron tubes and transistors. Data is also accumulated and published on 
the electrical properties of various materials. The research program includes 
a variety of research projects and on the properties of materials which may be 
useful in the construction of standards and on various physical phenomena (e.g., 

electric spark and are discharge) involved in measurement operations. 

The program plans for the electricity and electronic division for 1960 involve 
substantial augmentation of certain urgent NBS primary programs through 
expansion of staff and diversion of staff from other agency projects. 


1. Standards, standard materials, and physical constants 


Expanded effort will be given to the improvement of the fundamental elec- 
trical measurements on which the values of our electrical standards are based. 
The electrical units are defined in terms of length, mass, time, and the electrical 
quantity called permeability. Measurements of electrical quantities in terms of 
these units (absolute measurements) are extremely difficult and such measure- 
ments are made only to evaluate electrical standards of resistance and elec- 
tromotive force, the regular calibration work being done in terms of the units as 
maintained by those standards. Intermittently the standards are remeasured 
in terms of the mechanical units in order to be certain of their stability with 
time. In addition, standards are compared with those of other countries, 
through the International Bureau of Weights and Measures, to insure the use 
of essentially the same electrical units by all countries. 


Work on magnetic standards and standardized tests for magnetic materials 
will also be expanded. 


. Measurement methods, instrumentation and methods of analysis 


This group of projects is scheduled for major increase in 1960, primarily 
through diversion of staff but with some expansion also. The Bureau has a very 
competent group of engineers and scientists working on specific electronics 
problems for other agencies. The talent of this group should be applied to NBS 
instrumentation problems and to fundamental electronics problems within NBS 
primary responsibilities. 

A major increase is planned for the electronic instrumentation program to 
enable this group to provide greater assistance on specific instrumentation needs 
in other parts of the Bureau. This project will also include an appreciable 
percentage of research on basic prince iples. For example, work should be under- 
taken on the study of low-noise, high-gain amplification and detection with the 
objective of producing standardized designs for this instrument element. Also, 
investigation of the obtainable characteristics of new types of circuit elements 
whose magnitude can be controlled by application of voltage or current should 
point to useful applications. In addition to the general instrumentation project, 
increased attention will be given to the electronic metrology project in which 
electronic instrumentation is being applied to the development of new length 
measuring techniques based on atomic wavelengths. 

Personnel will also be shifted to a new project on test methods for electronic 
components. Current specifications of electronic components contain many 
vague sections because of the inability to test for many characteristics of in- 
terest. Also, there is a distinct need for nondestructive tests that may be used 
to measure the life expectancy and reliability of electronic components. 

Increased effort will be placed on the transistor reliability studies and the 
transistor parameters program. The objective of the first program is to develop 
a method of accelerating life tests of transistors in order to check quality in 
advance of field use. The second project is concerned with the development 


of methods of measurement of the significant properties of semiconducting 
devices. 
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ther increases in this area include the studies of the basic electrochemica] 
reactions in primary batteries. 


8. Supporting research 


An increase is proposed for the study of electrical properties of barium 
titanate and the effect of controlled impurities on those properties. Increases 
are also planned for the fundamental research in the field of dielectrics and 
dielectric phenomena. Studies of well-characterized dielectric materials are 
expected to yield information of value in understanding basic phenomena and 
in using dielectric materials, as well as contributing measuremenc techniques 
and reference standards. 

The provision of modern research equipment can significantly strengthen 
the programs of this division. Among the major items needed are a heavry 
current shunt and volt-box setup for the electrical measurement methods pro 
gram, a special capacitor for gases for the work on fundamental electrical 
standards, nuclear magnetic resonance equipment for the magnetic standards 
program, and Cole bridge and cells for the dielectrics research program, 


Data Processing Systems Division 


[Obligations in thousands of dollars] 


1958 | 1959 1960 Increase 


| 
|Man-| Obliga- |Man- 
years} tions | years 


Cost component l 


Obliga- |Man- 
tions years 


Obliga- |Man-} Obliga- 
tions years tions 











Personal services... —- 








ia 74a W.3 $139.0 | 32.6 $248.0 | 15.4 $109.0 

I a ce 28.8 50.0 | --- POO Deccan 54.0 
Bureau overnead................... 3.7 29.4) 5.0 44.0] 8.8 77.0) 3.8 33.0 
Total...__. 15.6 147.9 | 22.2 233.0 | 41.4 429.0 | 19.2 196.0 
Capital equipment (see activity 6 --+ - Sa al ie Eccse be Vewpoae 20.0 








This division is the central organization of Government for broad studies 
of data processing equipment, systems, components, and their application to 
Government problems; for basic and engineering studies of computational and 
control systems; and for advancing the design and application of digital and 
analog systems and techniques for Government use. 

The Data Processing Systems Division provides probably the most compre 
hensive and readily available Government source of information in the new 
and rapidly growing field of high-speed automatic data processors and computers. 
As a result, a great number of requests are received from other Government 
agencies for assistance in the applications of computers to problems in science, 
engineering, management, and operation, and for advisory services on data 
processing problems involving massive paperwork operations, control systems, 
and simulation problems. These advisory activities grow out of the Bureau's 
basic computer program, which ranges from research in components, circuit 
systems, and simulation to work in new computer applications. 

The Data Processing Systems Division offers an excellent example of the 
problems inherent in the excessive dependence upon other agencies for financial 
support. The division has received very little direct appropriation support for 
its programs and has had to rely on a variety of other agency sponsors. The 
piecemeal financing arrangements have consumed much time and energy and 
have usually resulted in a piecemeal program. The lack of continuity in financial 
support has been particularly disturbing because of the effect on morale and 
efficiency and because of the interruptions to worthwhile programs. 

The outstanding record of accomplishments of this division speaks well for 
the ability of a group of excellent scientists and engineers to rise above the 
many management and operating problems caused by the attempt to vulcanize 
a program out of scraps and pieces. But, the ability to get results within the 
context of an inefficient and wasteful administrative arrangement is no argu- 
ment for continuing that arrangement. 

The Bureau recognizes that even under ideal conditions a significant portion 
of the work of this division would be financed by other agencies because it would 
be a direct response to the specific needs of those agencies. However, the more 
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fundamental general purpose research which must underlie the specific service 
jobs should be supported by NBS appropriations. 

The programs planned for 1960 will provide a good start toward this objective. 
No expansion of the division is contemplated. All of the increase will go into 
the diversion of staff to Bureau programs. Emphasis will be given to a com- 
prehensive program of research and development on digital computer components, 
circuitry, and systems and on analog computer systems. Particular attention 
will be given to the application of analog and digital-analog systems to instru- 
mentation and data recording problems in other NBS programs. Emphasis will 
also be given to scientific application of the pilot data processor and to research on 
generic data processing and information handling problems. 


Radio Standards Division 


[Obligations in thousands of dollars] 


| 1958 1959 1960 Increase 








Cost component l 
Iaan-| Obliga [Man-| Obliga- |Man-| Obliga- [Man-| Obliga- 

















years tions years tions years tions years tions 
Personal services. ...------ ee 81.7 $533.2 | 92.0 $653.0 [111.9 $808.0 | 19.9 $155.0 
Other objects_- ; Sas ont. 0 tcc 356. 0 461.0 a 105.0 
Bureau overhead - -- bi ates a 23. 4 188.0 | 25.2 220.0 | 30.0 263. 0 4.8 43.0 
segs ‘a es ee aa mama hn a asinaae cae: 
Tiina ca senaduchnbadakwadcne lee 948.2 l117.2 1, 229. 0 141.9 1, 532.0 | 24.7 303. 0 
== = Socs( aaasee a a 
Capital equipment (see activity 6)...|......]..------- Be Se id | si 268.0 |... 268.0 

| 





This Division is responsible for the development and improvement of the 
primary electrical standards for all frequencies above the audio range, for the 
development of measurement techniques and for basic research leading to in- 
creased knowledge of the radio frequency and microwave properties of matter 
and to more accurate determination of physical constants, for calibration and 
advisory services to industry and other agencies, and for operation of the 
sureau’s radio stations WWV (Beltsville, Md.) and WWVH (Hawaii) which 
provide a readily obtainable standard frequency signal. 

In terms of the need for expansion, this is one of the most critical areas in 
the Bureau. Expansion is urgently needed to meet the country’s requirements 
for adequate basic standards in the radio quantities, dynamic ranges, and fre- 
quencies now being used. Ultimately an expansion of at least 5 to 1 will be 
needed, but that size expansion cannot be implemented in 1 year. 

The principal cause of the current gross inadequacy in the radio standards 
program is the tremendous expansion of the use of the radio spectrum. At the 
beginning of World War II radio standards were reasonably adequate to meet 
existing needs, At that time unmet needs up to a few hundred megacycles 
existed but were not overwhelming. Since the start of World War II, the field 
has opened up from a few hundred megacycles to 60,000 megacycles. The prob- 
lem of precise measurement throughout the expanded (roughly 1,000 times) 
frequency range is aggravated by the need to use different techniques in differ- 
ent ranges. 

Along with this expansion there has been a continuing demand for better 
precision at the lower frequencies as we have learned how to handle them 
better. And now techniques are becoming apparent for closing the gap between 
60,000 megacycles and the infrared range, another factor of 1,000. 

The need for expansion of our radio standards program is evidenced also by a 
recent Air Force regulation on quality control which recognizes the NBS role 
at the apex of the calibration chain and orders all commands to obtain periodic 
calibration by NBS of Air Force depot standards. The other military agencies 
have also established such programs, With the growing dependence of missile 
quality on reliable electronic systems, the importance of these programs be- 
comes obvious. 


40514—59—_—19 
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Similarly, with the growth of electronics to the fifth largest industry in the 
country has come the establishment of many private standards and calibration 
laboratories. These laboratories are intended to improve the quality and 
compatibility of industrial products, but their effectiveness is dependent upon 
their being tied into the national standards. 

The Electronic Calibration Center has been activated to meet the need for 
large-scale calibration services. However, such calibration services can simply 
not be adequately established unless (1) the NBS has basic standards of the 
types required and (2) those standards have the accuracy needed to compensate 
for the degradation in precision caused by the necessary calibration chains. 

The demands on this program are so great, the range of responsibilities go 
broad, that it is difficult to know how to summarize the problem and express 
the need for a greatly increased budget. For example, in the range up to 1,000 
megacycles one can identify 25 different quantities or elements requiring measure 
ment and standards. Because of different techniques and equipment involved 
in different ranges and because of variations in the characteristics of each 
quantity (e.g., balanced power versus unbalanced power; pulsed power Versus 
continuous wave power versus peak power), there are actually four or five 
times that number of quantities to be handled. For many of these subcategories 
of demand NBS standards are practically nonexistent relative to the accuracies 
desired. In the areas where we are stronger we are devoting perhaps 30 to 50 
percent of the effort required to meet current accuracy demand. 

This is obviously not a problem that is going to be solved in one budget. The 
demand is so great that this program could have absorbed every NBS budget 
increase in the last 5 years and still not be certain of meeting current need. 
The budget for 1960 provides about $300,000 for program expansion and $268,000 
for capital equipment. This should be recognized as an absolute minimum 
response to the tremendous need which exists today and is continuing to grow. 





Activity 2. CHEMISTRY AND METALLURGY 





Research and technical services program 


[In thousands of dollars] 





1958 





1959 





1960 Increase 











Obliga- |Man-] Obliga- |Man- 
tions yoars tions years 


Cost component 






Man-| Obliga- |Man- 
years tions years 

































Peron GEECIOOE, . .. csccnes ococswcns 189.5 | $1,420.5 |220.1 | $1, 767.0 |271.3 | $2,117.0 | 51.2 
RI CI os et cmc aews ie es cans 381.0 ae 709.0 |_.-- 
poaroka overnead . ................... 58.0 466.0 | 63.2 ; 553.0 | 74.1 656.0 | 10.9 
ID ca atta ia caer ate oe 247.5 | 2,187.8 |283.3 | 2,701.0 |345.4] 3,482.0 | 62.1 
Capital equipment (see activity 6)_.|-..--- a eae Suwanee ~ Tek 236.5 pce 


This activity includes work in the fields of analytic, organic, inorganic, and 
physical chemistry, polymer chemistry, metallurgy and metal physics, and 
nonmetallic mineral products. Includes research and development in support 
of standards and measurement of chemical composition, thermochemistry, 
acidimetry, and structure and properties of metallic, nonmetallic, and polymeric 
materials. Precise methods of analysis, purification, preparation, and separa- 
tion are developed and physical constants and properties of materials under 
varying conditions are precisely determined. 





| ' 
1958 1959 | 1960 Increase 


Division 
Man-] Obliga- | Man-] Obliga- | Man-} Obliga- | Man- 
years tions | years tions | years tions | years 

















ON she 85.2] $743.2 | 96.7 $903 ‘ie $1, 102 | 18.2 
Organic and fibrous materials_-___-_- 64.6 572.1 | 70.4 678 | 82.5 793 | 12.1 
I a tee hes ead ia 38. 4 353.4 | 46.8 453 | 58.0 575 | 11.2 
Mineral products.................... 59.3 519.1 | 69.4 667 | 90.0 1,012 | 20.6 
TNE nc cas ubanc sens eoineunce 247.5 | 2,187.8 |283.3 2,701 |345. 4 3, 482 | 62.1 781 
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Summary of total technical program 


{In thousands of dollars] 


1958 1959 1960 Change 


| 
Source of support Tech- Tech- | Pech-| Tech-| 
nical | Obliga- | nical | Obliga- | nical| Obliga- | nical| Obliga- 
man-| tions |man-| tions |man-| tions | man- | tions 
years years years years | 





NBS appropriation. _-- as-=s--} 180: 5) $2, 187. 8} 220. $2, 701. 0 3] $3, 482. 0}+51. 2) +$781.0 
Gifts and bequests - 12.3 135.6] 9. 115.0) 2.3 27.0} —6. 9) —88. 0 


| 


callbr: ition fees (public and Govern- 
ment) -- | 2 


BR co caxwencned | 534.9 6, 073. 3 545. 1 6, 583. 0) 579. 1 7, 023. 434. 0 





+440. 0 





Other agency funds---- 332.9) 3,748.0) 315.5 3, 767. 0} 305. 5 3, 514. 0 we 253. 0 
| 
' 


The table above indicates the man-years of technical effort and the obligations 
in the total technical program of the divisions in the Chemistry and Metallurgy 
activity. Four sources of financing support the total program: The Research 
and Technical Services appropriation provided directly by the Congress; gifts 
and bequests from technical societies, industrial organizations, foundations, etc., 
desiring to aid and facilitate the work of the Bureau; funds received from other 
Federal agencies to finance the cost of individual projects requested by the 
sponsor agencies; and fees from the public and from Government agencies in 
payment for calibration services. 

The table indicates the anticipated changes in the total technical program for 
1960. The proposed increase in programs supported by the Bureau’s appropria- 
tion is partially offset by decreases in the programs sponsored by other agencies 
and financed by gifts. 


Proposed research and technical services program change 


Technical Obligations 
man-years (in thou- 
sands) 


1959 program 

Net increases: 
With present staff- 
With added staff 


1960 program _- 


The proposed increase in the primary programs in this activity will in part 
be undertaken by Bureau staff members who are now working on projects 
sponsored by other agencies or on other Bureau programs. The transfer of 
personnel to these higher priority programs promises significant benefit in terms 
of program content, research effectiveness, program planning and management, 
and fulfillment of primary Bureau responsibilites. 

The national need for expansion or initiation of primary programs cannot be 
met solely by shifting staff from other programs. Many of the primary pro- 
grams are of extreme importance to scientific progress and national technology. 
The program needs have, therefore, been carefully assessed, and, to the extent 
that the most urgent needs cannot be met by shifting staff, support for new 
staff on these programs has been proposed. 

The following pages describe the most significant of the proposed increases 
in each division in this activity. 
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Chemistry Division 


[Obligations in thousands of dollars] 





aa AERASNARISNERRA $e 
1 


: | 
1958 1959 Increase 


| 
| 
| 
| 


Cost component et — sicnligsintiicceesid Saieibieaiaie 
|Man-| Obliga- |Man-] Obliga- |Man- Man-| Obliga. 


jyenrs tions | years tions years tions years tions 


Personal services. ...-_._- cweshocsn} Wee $486.8 | 75.1 $604.0 | 89. 708.0 | 14.8 $104.0 
Other objects_- oes ‘ 96. 8 | 110.0 ; 175. aad 65.0 
Bureau overhead a ee 159.6 | 21.6 | 189.0 | 25. 219.0} 3.4 30.0 
| 743.2 | 96.7 903.0 {114.9 | 


| 





The mission of this division is to devise and improve methods for the measure 
ment of the properties, composition, and behavior of chemical substances; to 
devise improved methods of analysis and purification; to study the fundamental 
properties of molecules and atoms through highly accurate physical and chenm- 
ical measurements; to prepare standard samples and pure substances; and to 
make accurate determination of chemical constants. 


1. Standards, standard materials, and physical constants 


Studies of purification processes and the preparation of highly pure sub- 
stances will be increased. These highly pure materials are needed as standards 
for spectroscopic analysis and for use in investigating the constitution and 
structure of compounds. Work on the development of pure chemical substances 
as thermometric standards will also be increased. The program on funda- 
mental thermochemistry yields basic thermodynamic information needed for an 
understanding of the molecular structure of chemical compounds. This syste 
matic investigation providing data on heats of formation and reaction of 
chemical substances will also be increased. A part of the program on labeled 
carbohydrates will be converted to Bureau support. This project involves the 
development of new and improved methods for synthesis and structural study 
of organic substances. The work has yielded not only urgently needed radio 
active-labeled compounds but also basic knowledge in organic chemistry. 

2. Measurement methods, instrumentation, and methods of analysis 

High purity implies refined analytical methods capable of detecting even 
smaller amounts of impurities. Increased efforts will be devoted to the project 
to improve existing methods of chemical analysis and to devise and apply new 
techniques for precise analysis. As a part of an international program the 
Bureau has undertaken an evaluation of the time-temperature therma! analysis 
method for purity as applied in several different laboratories around the world. 
Work will also continue on purification by distillation. 

Increased work will be undertaken on gas analysis, which includes a broad 
class of measurements important for basic research in many fields, design of 
controls for industrial processes, and development of safety codes. The inter- 
comparison and standardization of analytical methods is an important respon- 
sibility of the project. 

8. Supporting research 

As new scientific and technological advances take place, new measurement 
techniques become important and new measurement problems arise. The budget 
will strengthen two areas of supporting research aimed at developing new 
methods of measurement. The measurement of the characteristics of the very 
rapid reactions in the burning process is an important means of understanding 
flame propagation and its consequences in the propulsion field. A new project 
on photochemistry should yield fundamental informrtion on chemical processes 
occurring at high temperatures. The recent expanding use of nonaqueous Ssol- 
vents as a medium for chemical analysis or for the conduct of chemical reactions 
has been largely empirical, as the effects of these solvents on acidity, basicity, 
reactivity, and other chemical properties have not been systematically studied, 
nor have methods for their measurement yet been developed. To meet this 
need the Bureau will supplement a continuing project on acidity and basicity 
in organic solvents with a project on the kineties of reactions in nonaqneous 
solutions. 





Inc 
mechs 
tion ¢ 
stand 
to pre 

Sev 
spect 
olutic 


Person 
Other 
Bureat 


’ 


Capits 


Th 
to rm 
natic 
mate 
catic 
ture 
and 

In 
conv 





287 


Increased emphasis will also be given to the basic research on organic reaction 
mechanisms. Most of the current knowledge concerning synthesis or degrada- 
tion of organic compounds is based on empirical observations. A better under- 
standing of the basic reactions and of the applicable principles is fundamental! 
to progress in synthesis, analysis, purification, and control. 

Several large equipment items are needed for these programs: A scanning 
spectrometer; vacuum, high-temperature crystal melting apparatus; a high res- 
olution spectrograph; and a time-of-flight mass spectrometer. 


Organic and Fibrous Materials Division 


[Obligations in thousands of dollars] 





1958 1959 | 1960 | Increase 
Cost component Le aber noe ee 5 at i. : "2 eee ‘i 
iMan-| Obliga- |Man-| Obliga- |Man-| Obliga- |Man-| Obliga- 
| years| tions years| tions | years tions | years} tions 
| | 
—— . = —pctinnee jisreiipans ata icant .| enna niintieabeigenenitia 
| | | 7 | | j 
Personal services. .........---- 19.4) $372.31 54.6] $442.0] 644] $5140] 98] $72.0 
Other objects... ---- oon toad ; Ted Cece OG 1.....<; 116.61... 21.0 
Bureau overhead. . . i ...| 15.2 122.11 15.8| 1380/1812] 160.0] 23] 22.0 
TOtG 2.36. bacnaen .| 64.6 572.1 | 70.4 | 678.0 | 82.5 793.0 | 12.1 | 115.0 
— <= — —|= = = | = 
Capital equipment (see activity 6)---|--- eng eohaet nausea = 
| 


wl LéL...t ms 





This division is responsible for the standards and reference materials related 
to rubber, textiles, paper, leather, plastics, and dental materials; for determi- 
nation of related physical constants and the properties of organic and fibrous 
materials ; for measurement techniques and testing methods related to the appli- 
cation of standards to these materials; for research on constitution and struc- 
ture and their effects on the physical and chemical characteristics of polymers ; 
and for assistance in the development of specifications and codes in this area. 

Increases in the program of this division will be primarily implemented by 
conversion from other agency programs. 

1. Measurement methods, instrumentation, and methods of analysis 

In several areas work on specific tasks for other agencies should be completed 
and the staff shifted to work on test methods for organic polymeric materials 
n order to strengthen the Bureau's ability to assist in the establishment of 
standards and specifications for these materials. 

2. Engineering and technical data 

Work on compilation and dissemination of scientific and engineering data will 
be augmented in the polymer microstructure project which involves research on 
the failure mechanism in polymers and the relationship between structure and 
behavior under stress. The use of plastics in structural applications is increas- 
ing, yet relatively little is known about the failure mechanisms in plastics. By 
learning more about fracture processes, it will be possible to make more efficient 
use of new materials and to extend their range of applications. Knowledge re- 
garding fracture phenomena may also be useful as a guide to engineers and de- 
signers in locating stress concentrations and fracture origins. 


5. Supporting research 

The major area of increase is in the research on the fundamental chemistry 
and the physical characteristics of polymeric materials. Increased emphasis 
will go to basic research on the fundamental mechanism of formation of poly- 
mers and on the process of degradation, as well as on the relationship between 
Structure and physical and chemical properties. 

Atomic radiation has both undesirable and desirable effects on materials. 
Because radiation often induces undesirable degradation reactions, it becomes 
hecessary to search for materials that will withstand radiation not only at ordi- 
lary temperatures but also at relatively high temperatures. On the other hand, 
the availability of ionizing radiation offers opportunities for producing new or 
altered materials. For example, the crosslinking of polyethylene by radiation 
enables this polymer to retain its shape at higher temperatures and thus to make 
it much more versatile. In order to solve the problems related to the effects of 
atomic radiation on materials and to apply this form of energy intelligently to 
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the production of new materials, a project will be initiated to study the basic 
mechanisms of the processes and reactions involved. 

It is known that free radicals can be frozen, or at least immobilized, in solid 
polymers at temperatures up to 30° C. Solid polymer mediums i: which free 
radicals are dispersed offer promising systems in which to study the properties 
of free radicals. In addition, knowledge of their rates of mutual termination or 
reaction with other molecules and their rates of diffusion as a function of tem- 
perature, structure, and size can be obtained from studies in such systems. 
Properly chosen polymeric materials when exposed to high-energy radiation, and 
possibly also to slow neutrons under certain conditions such as low temperatures, 
may in theory give rise to large concentrations of immobilized free radicals that 
would result in new and probably unstable substances. Such studies will in 
themselves be of great aid in elucidation of the mechanisms of irradiation effects. 





Metallurgy Division 


[Obligations in thousands of dollars] 













1958 1959 Increase 








Man.-| Obliga- Man. Obliga- 
years; tions years; tions 


Cost component 







Obliga- 
tions 






















Be eee, 29. : 225. 5. $355. 0 
Other objects_____. : 53.6 |.- | 66. 0 110.0 
Bureau overhead - 5 9.2 74.1} 10.5 | 92.0 


110.0 









Total.._. 38. 

















Capital equipment (see activity 6) _- 


This division is concerned with the physical, chemical, mechanical, and 
thermal properties of metals and alloys, and with their behavior under both 
normal and unusual conditions. The general objective of the program is to 
increase both theoretical and practical knowledge of metals in order to provide 
improved materials constantly demanded by science and industry. The divi- 
sion compiles and disseminates engineering and technical data on metals, alloys, 
and metallurgical processes; prepares and analyzes highly pure metals and 
alloys for reference standards, and provides a variety of consultative and ad- 
visory services on metallurgical problems. 

The need to strengthen the Bureau’s work in metallurgy, both in terms of pro- 
gram content and in terms of the level of activity, has been recognized for some 
time. Good progress has been made in reorienting the program and the pro- 
gram level has been raised a moderate amount. A vigorous effort, capitalizing 
upon the availability of qualified researchers, should now be initiated. The 
budget for 1960 emphasizes the expansion of this program, with some diversion 
from other agency work, and the program plans emphasize basic research. 


1. Standards, standard materials, and physical constants 


The project for preparation and analysis of extremely pure metals and alloys 
will be increased. This program is concerned with the precise determination 
of properties of pure metals in order to provide a basis for studying the effects 


of minute additives. It also is the source of reference standards of metals and 
alloys. 
















2. Engineering and technical data 


Increases in the compilation and publication of engineering data will be con- 
centrated primarily on high-temperature properties. A major increase is planned 
for the project to study the effect of stress, strain rate, and prior strain 
history on the mechanism of creep, flow characteristics, and failure of metals at 
elevated temperatures. 

Added emphasis will also be given to the project for the determination of the 
effects of high and low temperatures on the characteristics, mechanical prop- 


erties, and mechanism of deformation and fracture of titanium and titanium 
alloys. 


8. Supporting research 


Increases are planned for several research projects which provide funda- 
mental data and theoretical groundwork for other programs. Added emphasis 
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on alloy theory will be directed toward a better understanding of the basis for 
alloy properties as a means of improving upon our present empirical and 
qualitative knowledge. 

Increased attention to the study of the physical behavior of metals will be 
designed to increase our ability to improve the properties of metals and to de 
velop special-purpose metals. Increased work on growth of metal crystals will 
be aimed at reducing the gap between theory and experimental information and 
in developing a better understanding of the effect of dislocations in crystal 
structure. 

To support the revitalized research program of this division, several items 
of equipment are included in the budget, including microfocus X-ray equip- 
ment, auxiliaries for electron probe, and stress-rupture machines. 














Mineral products division 








[Obligations in thousands of dollars] 





1960 Increase 





1958 





1959 




















Man-}| Obliga- |Man- Obliga- Man- Obliga- Man- Obliga- 
years| tions |years| tions j|years| tions j|years} tions 








Cost component 





















Personal services. - - enateaseaie | 45.6 $335.7 | 64.1 $426 | 71.5 $540.0 | 17.4 $114. 0 
ES cccncsatagsitied danke se FO 8 Neaowan WE Bvvrctcen 305.0 {...--- 198.0 
Bureau overhead. --.....------- ----| 13.7} 110.2 | 15.3 134 | 18.5 167.0] 3.2 33.0 

Total. osc 5 simnieetes see 59.3 519.1 | 69.4 667 | 90.0 1,012.0 | 20.6 345.0 
Capital equipment (see activity 6) ...|....--}..-....-..]......].-..--..--]-- ee 40 B laans 76.5 
































This Division is responsible for the determination of the properties and con- 
stants of a wide variety of materials employed in the production of glasses, 
refractories, enamels, cements, porcelains, etc. The programs of the Division 
include the production of fineness standards, standards for high-temperature 
viscosity and surface-tension measurements, standard glasses, and standard 
X-ray diffraction patterns used in rapid identification of chemical compounds. 

The major effort is directed to obtaining data on properties and constants 
of materials in the condensed state (both crystalline and vitreous), such as 
vapor pressures and heats of vaporization of refractory oxides, melting points, 
phase equilibria relationships, and phase transformations. The Division also 
collects and disseminates engineering data on ceramic systems, such as proper- 
ties of glasses over a wide range of temperature, properties of vitreous coatings 
on metals, and determinations of elastic constants and other strength constants 
on multiple-component systems. 

Basie investigations aimed at understanding the factors which affect the 
properties of materials include the determination of the exact atomic arrange- 
ment of the atoms within crystals, the effect of substitution of one atom for 
another on the properties of crystals, and the effect that imperfections in a 
crystal have upon the properties of the crystal. 

The budget for 1960 will provide a major conversion of work to Bureau 
support, expansion of several research projects, augmentation of research equip- 
ment, and purchase of urgently needed research materials. 























1, Standards, standard materials, and physical constants 

As technological practice and scientific interest advance to higher tempera- 
tures, the viscosity and surface tension of materials are of particular importance, 
Knowledge of these properties is particularly important for melts of inorganic 
materials. Pertinent experimental data is almost totally lacking at tempera- 
tures above 1,500° C. Well-known technological efforts are already being ham- 
pered by this lack at present and will inevitably be more and more seriously 
hampered as time goes on if the data is not made available. Increased work 
is planned on the development of techniques and instrumentation for the mea- 
surement of these properties. 

An increase is also planned to extend earlier work on the development of 
strain gages that can be used at high temperatures. Aerodynamic heating of 
aircraft and missiles becomes serious at very high speeds. The resulting thermal 
gradients create stress concentration in the structural parts. If the design of 
the parts is to be sound the magnitude of these stresses must be evaluated. The 
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preferred method of obtaining such an evaluation is through use of an electrical 
resistance strain gage, but gages which use organic binders are unsuitable at 
temperatures above 250° F. A rugged, reliable ceramic-type gage is definitely 
needed. Such a gage would not only be valuable in designing safer high-speed 
aircraft structures, but it would also be extremely useful in analyzing stresses 
in aircraft engines, rocket motors, and nuclear reactors. 

2. Engineering and technical data 

A major increase is proposed for a high-priority program to meet an urgent 
need in the determination of basic properties of materials. One of the Serious 
problems confronting theorists, experimentalists, and those concerned with the 
development of new substances for high-temperature applications is the lack 
of basic data on the intrinsic properties of simple compounds. To obtain such 
data one must have available large single crystals of high purity. Such crys- 
tals are difficult to obtain, and knowledge of the techniques for producing them 
is woefully inadequate. Relatively few crystals have been made of such size 
and purity as to be useful for experimental needs. 

The increasing demand for single crystals of precisely established composi- 
tion does not appear to be accompanied by increases in sources of supply, 
because production costs are high and there is little profit incentive for an in- 
dustrial organization to assume the risks of investment in facilities for such 
production. Currently, laboratories engaged in research requiring such mate 
rials have no alternative but to establish their own facilities. It is clear thata 
multiplicity of such efforts is a wasteful and inefficient diversion of technical 
effort. 

Defense programs have an important interest in this field because of the 
materials limitations now prevailing in areas such as missile development. 
The greater availability of such materials would expedite progress in both 
fundamental and applied research efforts and might lead to the removal of what 
now appear to be major obstacles in certain military applications. 

The Bureau proposes to initiate the production and purchase of such crystals 
for use in Bureau research programs and to be made available by NBS to other 
research investigators. This unique measurement and reference material serv- 
ice is a logical extension of the Bureau’s standard samples program and is a 
badly needed service which cannot be provided by other organizations. Simul- 
taneous with the development of such a crystal service, the Bureau should 
undertake basic studies of the nature of crystal growth aimed at the develop- 
ment of new and improved methods for the production of single crystals. The 
Bureau will aiso use these materials in its own programs of research on the 
properties of materials under wide ranges of environmental conditions. 

Increases are also planned for the determination of the high temperature 
properties of ceramics and glasses, and for determination and publication of 
phase equilibrium diagrams of inorganic nonmetallic systems. 


8. Supporting research 


Expanded effort will be devoted to a number of basic studies on the funda- 
mental properties of materials. A thorough understanding of the mechanism 
of conductivity of titanates is necessary in order to predict and control elec- 
trical conductivity at high temperatures. Another important area of research 
is in the methods and equipment for determining chemical and physical prop- 
erties of ceramics under wide ranges of environmental conditions. Increased 
attention must also be given to studies of the properties of crystalline solids 
and the effect of structural changes in those properties. 

A significant increase is also planned for the research to provide basic in- 
formation on physical and chemical properties of inorganic materials at ele 
vated temperatures. These data are extremely important in the design of 
modern equipments operating at high temperature. 

To carry out these important research programs, several items of equip- 
ment will be necessary: Controller and programer for resistance furnace, vis- 
cometer and plastometer, dilatometer, and a mass spectrometer. 
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Activity 3. MECHANICS AND ENGINEERING 
Research and Technical Services Program 


{In thousands of dollars] 





1958 1959 96 Increase 





Cost component 
|Man- Obliga- |Man-| Obliga- IM: .n- Obliga- |M an-| Obliga- 
years tions j|years| tions | years | tions years} tions 
| | |. 


| | | 

Personal services. oe a 7) $704. 2 1196. 7 $918.0 (164.4 | $ b1, 179.0 | 37.7 $261.0 
Other objects : | "167.9 | | 230.0 | > ae 143.0 
Bureau overhead 9.2 | 234. 3 | 33.3 291.0 42.2 369. 0 8.9 78.0 


Total... ‘ we ...]132.9 | 1, 106.4 1160.0 | 1,439.0 {206.6 | 1,921.0 | 46.6 482.0 

| : == or : —— | =| = —— |§ = === 

Capital equipment (see activity 6) --- ee | | 85. 0 85. 0 
| 





This activity includes work in the fields of mechanics, sound, aerodynamics 
and hydrodynamics, building technology, and cryogenic engineering. Includes 
research and development in support of standards and measuremet of mass, 
force, volume, pressure, sound intensity, and sound transmission; the precise de- 
termination of acoustic, mechanical, structural and fire hazard properties of 
materials and the thermal and mechanical properties of materials at extremely 
low temperatures; and investigation of cryogenic processes, combustion proc- 
esses, and aerodynamic and hydrodynamic phenomena. 





1958 1959 1960 | Inerease 
hess gy Fk ie ne 
Division | 
Obliga- | Man-| Obliga- 


| | i ‘ | ; 
Man-| Obliga- | Man-| Obliga- Man- 
y tions | years | tions 


years tions years; tions years | 

ceaaianadeetaal oie iis 
$877. 0 | 19.7 $210. 0 
611.0 | 11.0 | 109. 0 
433.0 | 15.9 | 163. 0 


Mechanics-_--. s ashen 94, 2. $667.0 | 92.4 
Building technology- - - ines ‘ f 395. 4.8 502.0 | 65.8 
Cryogenic engineering- a r 4 | 2. ¢ 270.0 | 48.4 


J 0 
| 


A ciraisac cde 132, 9| 1,106.4 4/1000 | “1, 439.0 206. 6 | 1,921.0 | 46.6 | 482. 0 
} 


Summary of total technical program 


{In thousands of dollars] 


Change 


,_ 
1958 1959 
| 
| 


Source of support | Tech- | rech.| Tech- 
| nical| Obliga- | nical Obliga- | nieal| Obliga- | nical | Obliga- 
}man-| tions man-| tions man-| tions man- tions 

| years | years years | years | 


| 
| 
| 
| 
| 
| 
| 


NBS appropriation_______-_- | 103. 7| $1, 106. 4| 7 $1, 439) 164. 4 $1, 9: 21|+37. 
Gifts and bequests 2.0 11. 2} i 12) . | 1. =12 
Other agency funds 5 -| 191.8) 2,466.4) 183.4 2, 608} 170. 7| 2, 438) —12. 
Calibration fees (public and Gov- | 
I ee al ae 226.6) 32. 8] 270} 32.7 27 —_ +4 





| 
| 


Total 327.5} 3,810. 6| 344.0 4, 329) 367. 8) 683) +23. § +304 


The table above indicates the man-years of technical effort and the obliga- 
tions in the total technical program of the divisions in the “Mechanics and en- 
gineering” activity. Four sources of financing support the total program: The 
research and technical services appropriation provided directly by the Congress ; 
gifts and bequests from technical societies, industrial organizations, founda- 
tions, ete., desiring to aid and facilitate the work of the Bureau; funds re- 
ceived from other Federal agencies to finance the cost of individal projects 
requested by the sponsor agencies; and fees from the public and from Govern- 
ment agencies in payment for calibration services. 
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The table indicates the anticipated changes in the total technical program 
for 1960. The proposed increase in programs supported by the Bureau’s appro 
priation is partially offset by decreases in the programs sponsored by other 
agencies and financed by gifts. 


Proposed research and technical services program change 


Technical Obligations 
man-years (in thou- 
sands) 





1959 program ‘ * 26.7 | $1, 439 
Net increases: 
With present staff 
With added staff 
1960 program 


The proposed increase in the primary programs in this activity will in part be 
undertaken by Bureau staff members who are now working on projects spon- 
sored by other agencies or on other Bureau programs. The transfer of personnel 
to these higher priority programs promises significant benefit in terms of pro- 
gram content, research effectivness, program planning and management, and 
fulfillment of primary Bureau responsibilities. 

The national need for expansion or initiation of primary programs cannot be 
met solely by shifting staff from other programs. Many ofthe primary programs 
are of extreme importance to scientific progress and national technology. The 
most urgent program needs have, therefore, been carefully assessed ; and, to the 
extent that the most urgent needs cannot be met by shifting staff, support for 
new staff on these programs has been proposed. 

The following pages describe the most significant of the proposed increases 
in each division in this activity. 


Mechanics Division 


{Obligations in thousands of dollars] 





1958 1959 | 1960 | Increase 


aaa Obliga- |Man-| Obliga- |Man-| Obliga- Man-| Obliga- 


Cost component | 
years| tions ba tions sats tions years} tions 





Personal services - $433.0 | 73.0 $545.0 | 15.9 $112.0 
Other objects_-_---- — a a 98. 0 | 163. 0 65.0 


Bureau overhead -- 3 aoe ae 1S. 5 136. 0 | 19.4 169.0 | 3.8 | 


aie oacdnas iced haueaee | 07.8 94. 667.0 92.4 87.0 0 | 19.7 





Capital equipment (see activity 6) -_-- 





This Division is responsible for the development and improvement of the 
standards of sound intensity, shock and vibration, pressure, force, mass, and 
rate of gas and liquid flow; for measurement techniques related to these quanti- 
ties; for determination of the density of solids and liquids, the velocity of sound 
in various media, and the constant of gravitational force; and for studies of the 
properties of materials, structural elements, vibration modes, and noise. 

In addition to expansion in several critically important areas, the budget for 
the Mechanics Division for 1960 provides for the diversion of staff from specific 
developmental work for other agencies to work oriented toward the Bureau's 
primary responsibilities. 


1. Standards, standard materials, and physical constants 


A major increase is planned for the development and extension of high pres 
sure standards. High pressure is one of the newest tools of research; ‘‘super- 
pressure” is one of the challenging new scientific areas which may provide break- 
throughs leading to the new materials required in specialized military and 
industrial applications. The Bureau’s work in this field, although meritorious, 
has been described as an “unimpressive fraction of what should be done by the 
National Bureau of Standards.” 
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Strong recommendations have been made to the Bureau to (1) establish a 
pressure scale using at least three fixed pressure points representing precisely 
determined physical constants; (2) develop safety data for high-pressure instru- 
ments; (3) provide much-needed information on high pressure techniques; (4) 
relate this research area to the growing research in the field of thermodynamics ; 
(5) develop improved measurement techniques and instrumentation; and (6) 
substantially increase the level of basic research. The work in the Mechanics 
Division is the core of the Bureau’s activity in this field. The budget includes 
an increase of $50,000, almost doubling current efforts, and $40,000 for the 
necessary equipment. 

Increased effort must also be directed toward improvement of mass standards 
and weighing techniques. The immediate aim is to develop a system capable of 
weighing to an accuracy of one part in a billion, to develop standard weights of 
improved physical properties, and to define mass in terms of constants. 

29, Measurement methods, instrumentation, and methods of analysis 

Several programs will be expanded to reassign to NBS problems personnel 
skilled in instrumentation technology. This will involve work on mechanical 
instruments for measuring pressure; methods of calibrating telemetering pickups 
under high temperature conditions; and techniques for measuring load, strain 
and deformation of structural elements at high and low temperatures. 


§. Engineering and technical data 


Work on the determination of absolute viscosities of gases will be expanded. 
Aside from the need to extend present data to extremely high temperatures, the 
chief importance of the program is due to the fact that, if the viscosity is known, 
the thermal conductivity may be computed. A better knowledge of the thermal 
conductivity of gases is of considerable importance in the designs of high tem- 
perature units such as jet engines and atomic reactors, as well as for older 
forms of combustion chambers. 


}. Supporting research 

Most of the expansion proposed for supporting research projects is related to 
the high temperature measurements program. A new project on magnetogas- 
dynamics will involve the investigation of the flow of high temperature ionized 
gases (plasmas) under the influence of electric and magnetic fields. This work 
ina new branch of fluid dynamics is an important aspect of the Bureau’s basic 
studies in plasma physics. 

Work will also be initiated at a modest level on high temperature constants 
of materials. Techniques are badly needed for the determination of elastic 
constants of materials by dynamic methods up to the temperatures at which 
materials lose all of their mechanical strength. 


Building Technology Division 


{Obligations in thousands of dollars] 





l 
1958 1959 1960 | Increase 
| 


Cost component | | 

|Man-| Obliga- \Man-| Obliga- |Man-| Obliga- |Man-] Obliga- 

} years tions | years | tions years tions years tions 
| 

) 





Personal services ‘ eee tet _| 36.7 $253.8 | 43. $317 | 52.4 $381 8.9 $64 
Other objects_____._-- socks 58. $ 86 112 


Bureau overhead 83. ; wt 99 | 13.4 


eee 26 
118 | 2.1 19 


art ceek ce aca el | 395.3 | 54.8 | 502 | 65. 611 | 11.0 


Capital equipment (see activity 6) --.|_ 





This division is the Federal center for scientific data on building materials, 
structural elements, and structural safety. The division develops measurement 
techniques and methods of testing related to building materials, mechanisms, 
structures, equipment, fire hazards, and systems for controlling the interior 
environment of buildings and similar structures. It determines the physical 
properties of building materials and structural elements and establishes technical 
design and durability data needed for the construction and operation of build- 
ings and for improving standards and codes for the safe and effective use of 
building materials and equipment. 
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A variety of research projects are carried on to determine the physical and 
chemical processes involved in the deterioration and instability of building 
materials, to identify the factors which inhibit combustion reactions in fires, 
and to ascertain the relationships between the design, construction, and mainte 
nance practices and the durability and efficiency of the various elements ip 
buildings, 

The Bureau’s responsibilities in this area are sometimes not readily under. 
stood because they are not responsibilities which must necessarily be performed 
by the national standards laboratory. This program is more clearly concerned 
with standards of practice and engineering properties of materials in use than 
with the classical standards of measurement or basic physical and chemical 
properties of pure materials. 

Nevertheless, these responsibilities have been assigned to NBS by statutory 
authorization of “the development of methods for testing materials, mechanisms, 
and structures” and “the determination of properties of building materials and 
structural elements, and encouragement of their standardization and most 
effective use, including investigation of fire-resisting properties of building 
materials and conditions under which they may be most efficiently used, and 
the standardization of types of appliances for fire prevention.” 

It should be noted that no other Government laboratory has these general 
responsibilities, with the possible exception of the Forest Products Laboratory 
in its limited field. Also, the building industry is so constituted as to provide 
little opportunity for the research implied in these responsibilities. The annual 
value of construction can be taken as an index of the public interest in improved 
building technology and the value of Federal construction and Government: 
financed construction is an index of Federal Government interest aside from 
its responsibility for the general welfare. 

The program plans for 1960 are based on the premise that if NBS is to have 
these responsibilities it must attempt to fulfill them just as adequately as its 
other responsibilities. 

1. Measurement methods, instrumentation, and methods of analysis 

A new project on thermal conductivity of materials at high temperatures 
has been established in 1959 to direct the special competence of personnel in 
this division to an important aspect of the high temperature program. Present 
methods of measuring the thermal conductivity of solids accurately are not 
suitable at temperatures above 1,000° ©. Research on methods and equipment 
for high temperature is essential to enable accurate measurements of materials 
of interest in rocketry, nuclear reactors, gas turbines, high temperature thermo- 
electric phenomena, and similar applications. This project will be expanded 
in 1960. 


2. Engineering and technical data 

The Bureau conducted a reimbursable testing program on heat pumps totaling 
about $25,000 during 1958, related to the application of several million dollars’ 
worth of heat-pump units to Government housing. This program has revealed 
inadequate specifications for heat pumps and inadequate technical information on 
their performance and application to year-round air conditioning. This testing 
program has been converted to a research program for developing specification 
requirements and design criteria for heat pumps and for diverting the trained 
personnel and the available test apparatus to a program in line with the Bureaus 
primary responsibility in building technology. The 1959 project is at a minimal 
level and will be expanded in 1960 to assure adequate study of the problem. 

Data on live loads on buildings are meager, particularly in respect to such loads 
in such occupancies as offices, warehouses, factories, and mercantile establish- 
ments. Live load values have an effect on the cost of construction, and there 
are indications, based on limited investigations, that with a statistical study of 
live loads found in buildings, a contribution may be made to reduce costs. This 
study will be activated in 1960. 


8. Supporting research 

A project on design stresses in reinforcement will be activated. The purpose 
of this project is to obtain the necessary basic data needed to determine proper 
design tensile stresses in concrete reinforcement of different physical properties 
It is obviously desirable that allowable design stresses be as liberal as is com: 
patible with reasonable safety and satisfactory performance of reinforced con- 
crete structures. Test data are needed to enable designing engineers to predict 
loads causing diagonal tension failures, deflections, widths of cracks and bond 
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strengths of longitudinal and web reinforcement when the reinforcement is sub- 
jected to unusually high tensile stresses. 

The project to study thermal reactions will be increased. The objective is to 
provide basic information on the mechanism of fire extinguishment and the effec- 
tiveness of various types of extinguishing agents. The current trend in the De- 
fense Department toward greater emphasis on development of large missiles of 
the self-propelled rocket type has resulted in the introduction of a whole series 
of new types of fuels together with their associated fire hazard problems. Be- 
cause of the urgent demand for solutions to these problems, it appears desirable 
to investigate the nature of initiation and extinguishment of fires involving such 
fuels With more than trial-and-error techniques. The investigation is designed 
to provide more basic information than is currently available on the mechanisms 
of extinguishment of fires, special emphasis being given to those involving pro- 
pellant materials. 

The proper conduct of these programs will require several new items of equip- 
ment, such as a controlled atmosphere furnace, an induction furnace, and a mass 
spectrometer. 


Cryogenic Engineering Division 


[Obligations in thousands of dollars] 


| 1958 | 1959 1960 | Increase 


Cost component | | 
j|Man-| Obliga- |Man-| Obliga- |Man-| Obliga- IM: an-| Obliga- 
years tions a esae | tions | years tions | yet ars | tions 

| 


Personal services 


Other objects 
Bureau overhead 


|" 
“<4 
| 
| 


oa°2 |e 46 


$132. 0 a! 26.1 | $168 i: 39.0 ; $25: 
zal “wal 56 | 


Total..... wa | 28. 
| 


This Division is concerned with engineering problems related to very low tem- 
peratures, below the range of ordinary refrigeration, such as the temperature 
of liquid air (—297° F.) and liquid hydrogen (—423° F.). The principal objec- 
tives of the program are (1) the measurement of low-temperature mechanical 
and thermal properties of materials; (2) the development of new and improved 
cryogenic processes; and (8) the improvement of basic designs of cryogenic 
equipment or development of new equipment. 

A large part of the basic program of this Division provides information ur- 
gently needed in the development of long-range missiles, earth satellites, and 
space vehicles. Cryogenic fluids are already extensively used as propellants, 
and for the larger vehicles the trend is toward their greatly increased use. 
Firm plans call for liquid hydrogen as the propellant for the nuclear-powered 
ballistic vehicle. This Division studies the properties of cryogenic fluids, their 
dynamic behavior, processes involved in their purification and liquefaction, the 
mechanical, thermal, electrical, and magnetic properties of structural materials 
suitable for use at the temperatures involved, insulating materials and methods, 
and many other physical properties and processes showing unusual characteris- 
ties at low temperatures. 

The primary objective of the laboratory is to obtain and disseminate basic 
information in the rapidly expanding field of low-temperature technology. The 
data have a wide usefulness in many fields of science and industry. It is some- 
thing of a coincidence that the principal beneficiary at this time is the missile 
and space vehicle program. However, a greatly increased effort is needed to 
supply even the minimum needed for this program. Finally, it should be em- 
phasized that the NBS Cryogenic Engineering Laboratory is the only laboratory 
in the free world specifically engaged in a major program to provide the basic 
information so urgently needed for the engineering design of low-temperature 
processes and equipment. 

The budget for 1960 stresses the need to shift attention from developmental 
tasks for other agencies to fulfill NBS responsibilities for data on cryogenic 
properties of materials and cryogenic processes. 
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1. Engineering and technical data 

The recently established cryogenic data center will be expanded. This center 
accumulates, correlates, and distributes data on cryogenic properties and proc. 
esses. The demand for such data continues to grow, and the centralization of 
the data service minimizes the interruption to research activities. 

Several research projects in which such data are obtained will be increased 
or initiated.» These include studies of the behavior of absorbents at low tem- 
peratures, determination of magnetic properties of ferromagnetic materials at 
cryogenic temperatures, research on heat flow in insulating powders, and re 
search on cryogenic adhesives. 

2. Supporting research 

Research programs which require increases to fulfill the functions of the di- 
vision include the study of low-temperature properties of engineering materials 
and research on liquefaction processes and transfer problems. 

A program, previously supported by the AEC, will be reactivated in order to 
conduct experimental and theoretical investigations which will permit a more 
complete understanding of the basic phenomena involved in the cavitation of 
pumps and will permit the prediction of cavitation characteristics of pumps. 
Until about 2 years ago, when this Laboratory issued a preliminary report giving 
some results of its AEC program on pumping cryogenic liquids, it was assumed 
that the cavitation characteristics of pumps, pumping any fluid, could be pre- 
dicted directly from the empirical information accumulated with water. Both 
the theoretical and experimental work done at this Laboratory demonstrated 
that this was not an acceptable assumption. Since the pumping of cryogenic 
liquids is a very important field for both Government and industry, and there is 
a critical lack of understanding of cavitation phenomena, the basic program 
should be reactivated. The value of the project to the pump industry and 
science is obvious. However, it should be pointed out that because of the large 
scale use of cryogenic liquids as propellants for long-range missiles, this basic 
work on pump cavitation is most important to our national defense. 


Activity 4. Rap1o PROPAGATION 


Research and technical services program 


[In thousands of dollars] 





1958 1959 1960 Increase 
Cost component eee. a 7 

Man-} Obliga- |Man-| Obliga- |Man-| Obliga- |Man-| Obliga- 
years tions years tions years tions years tions 





Personal services soncouncccsen tien W 1 GL U87.7 170 $1, 509 |273.9 | $1,859.0 | 46.0 $350.0 
Other objects........-.-- aa Gal O ih. ck 1, 027 A at Been 245.0 
Bureau overhead -- 51.2 411.5 | 58.2 509 | 68.5 605.0 | 10.3 96.0 





Total cee 2, 421.0 |286. 1 3,045 |342. 3, 736.0 | 56. 691.0 








Capital equipment (see activity 6) __- -----| sein | a ; on ¥ 


This activity includes work in the fields of upper atmosphere physics and 
radio propagation. Includes research cn the physical phenomena of the upper 
atmosphere, radio propagation characteristics, propagation and antenna systems, 
and new propagation techniques. 





| 1958 | 1959 1960 Increase 


Man-| Obliga- Man-| Obliga- 
years| tions jyears| tions 


Division a | 

Man-| Obliga- | Man-| Obliga- 

years tions j|years| tions 
| 


Central Radio Propagation Labo- 


| 
| 
| 
| 


. $28. 2 6. i $58.0) 11.3 $150. 0 4. 
Radio Propagation Physics 7 1, 758. 3} 205.1) 2,201.0) 231. 6) 2,495.0) 26.£ 
Radio Propagation Engineering. .- --- . 9) 634.5) 74. 4) 786.0) 99. 5) 1,091.0] 25. 


2, 421.0 236.1 3,045.0 342.4| 3, 736.0 66.3} 
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Summary of total technical program 


[In thousands of dollars} 


1958 1959 1960 Change 


Source of support | Tech- Tech- Tech- Tech- 
| nical| Obliga- | nical} Obliga- | nical Obliga- | nical} Obliga- 
| man- tions man- tions man- tions man- tions 
years | years years years 
| 


NBS appropriation ----|192.4 | $2, 421.0 |227. $3, 045 (273. $3, 736 | +46 +$691 
GONG DOGUONEE. 0 cnccosesaeeses 4 | 3.8 | 
Other agency funds--- 210.1 | 3, 711.3 |197. 3, 628 |178.1 3, 085 





lS Ue acs ee 402.9 | 6,136.1 |425. 6, 673 452. 0 | 6, 821 | 427 
| 





The table above indicates the man-years of technical effort and the obliga- 
tions in the total technical program of the divisions in the radio propagation 
activity. Three sources of financing support the total program: The research 
and technical services appropriation provided directly by the Congress; gifts 
and bequests from technical societies, industrial organizations, foundations, etc., 
desiring to aid and facilitate the work of the Bureau; and funds received from 
other Federal agencies to finance the cost of individual projects requested by 
the sponsor agencies. 

The table indicates the anticipated changes in the total technical program 
for 1960. The proposed increase in effort on programs supported by the Bu- 
reau’s appropriation is partially offset by decreases in effort on the programs 
sponsored by other agencies and financed by gifts. The larger offset in estimated 
obligations is due to the expected reduction in the purchase of equipment and 
the monitoring of technical contracts for the military services. 


Proposed research and technical services program change 





Technical Obligations 
man-years (in thou- 
sands) 





CO) | aes : is 227.9 $3, 045 

Net increases: 
With present staff ; 21.5 285 
With added staff 24.5 406 
1960 program 273.9 3, 736 


The proposed increase in the primary programs in this activity will in part be 
undertaken by Bureau staff members who are now working on projects spon- 
sored by other agencies or on other Bureau programs. The transfer of personnel 
to these higher priority programs promises significant benefit in terms of pro- 
gram content, research effectiveness, program planning and management, and 
fulfillment of primary Bureau responsibilities. 

The national need for expansion or initiation of primary programs cannot 
be met solely by shifting staff from other programs. Many of the primary 
programs are of extreme importance to scientific progress and national tech- 
nology. The program needs have, therefore, been carefully assessed, and, to 
the extent that the most urgent needs cannot be met by shifting staff, support 
for new staff on these programs has been proposed. 

The following pages describe the most significant of the proposed increases in 
each division in this activity. 


Central Radio Propagation Laboratory 


The Central Radio Propagation Laboratory is the central agency of the Gov- 
ernment for collecting, analyzing, and disseminating information on the 
propagation of radio waves at all frequencies. It conducts research on the 
nature of radio waves, the nature of the media through which such waves are 
transmitted, the nature of radio noise and interference effects, and the inter- 
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action between radio waves and the media through which they travel. It 
studies, develops, or improves specific radio propagation mechanisms. It pre 
pares and issues predictions of radio propagation conditions and warnings of 
disturbances which will affect propagation. It serves as a central repository 
for data, reports, and information in the field of radio propagation. It provides 
liaison and exchanges data with other countries to advance the knowledge 
of radio propagation and interference phenomena including the liaison required 
to carry out international responsibilities and agreements. 

The need for a central agency for radio propagation research was recognized 
during World War II, and the Interservice Radio Propagation Laboratory was 
established at NBS to furnish information to all interested agencies. The con- 
tinued need for this centralized program led to its postwar conversion to Bureau 
support as the CRPL. Throughout its history, however, the CRPL budget has 
been grossly inadequate for the assigned mission. At the present time, it is 
estimated that adequate performance in terms of national need would require 
a budget of more than twice the present total program. 

On frequent occasions the unfortunate consequences of the failure to support 
an adequate research program have been quite evident. Most of the large-scale 
communications networks which CRPL has assisted the military to install 
would have been much less costly if the necessary preceding research had been 
begun at an earlier date as a part of the regular CRPL program. 

Conversely, the positive benefits of research in this field have been demon- 
strated. For example, the head of the Air Force ballistics missile program cred- 
ited a relatively small CRPL research project with an immediate saving to the 
Air Force of $4 million by eliminating the need for duplicative developmental 
effort. 

The need for increased research effort by CRPL has been present for a long 
time, but current emphasis on long-range missiles, long-range communications, 
and astronautics research has brought a manifold increase in that need. Pro- 
posals to establish within the Military Establishment research organizations 
which would replicate parts of CRPL activity at a vastly increased level indi- 
eate the continuing need for increased activity. 

The CRPL program is carried out principally by the Radio Propagation 
Physics Division and the Radio Propagation Engineering Division. Two funda- 
mental programs are established outside those divisions: astrophysical research 
and plasma physics research. 


{Obligations in thousands of dollars] 


1958 1959 1940 Increase 





Man-| Obliga- Obliga- |Man-| Obliga- |Man-] Obliga- 
vears tions tions years tions years tions 


Cost component 


Pereonel Gervioes. . .........-........ .§ $18.3 | 5. $42 8.5 $75 3. $33 
7 9 


Other objects ; ee ee te Wi ocaws 50 4s 
Bureau overhead -.-.----- i Lae 5) 1 14] 2.8 25 , ll 


Total PY 27] 3. 2 58 | 11.3 | 150} 4.7 | 92 


The project in astrophysical research will be expanded to provide increased 
theoretical work in support of CRPL experimental studies. This program has 
two objectives: (1) to provide a vigorous liaison between CRPL programs in- 
volving studies of solar phenomena and other organizations conducting solar 
research, and (2) to conduct research on the structure of the solar atmosphere 
and the interaction between solar emissions and the terrestrial atmosphere. 

The recently established basic research on plasma physics will receive a major 
increase. Interest in the physics of ionized gases (plasmas) has accelerated 
recently with the advent of work on controlled thermonuclear processes and 
space investigations. The CRPL interest in this field derives from the long- 
established programs of research on upper atmosphere physics and solar phe 
nomena. Both the sun and the upper atmosphere are ionized gases. 

Although we have a wealth of observational data on the upper atmosphere 
and the sun and interactions between them, our understanding of the physics 
of these media is still very meager, and attempts to acquire understanding solely 
on the basis of large-scale observations are limited in their progress by their 
inherent extreme complexity. 
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The CRPL plasma physics program will, therefore, be an opportunity to go to 
laboratory scale experiments to investigate the fundamentals of these media. 
Although the CRPL interest will center on less dense plasmas than those of the 
plasma physics program in the Washington laboratories, the two programs will 
be coordinated to avoid unnecessary duplications and to take advantage of 
research progress on the production of plasmas, the measurement of plasma 
parameters, and the understanding of the basic physics of this phenomenon, 


Radio Propagation Physics Division 


[Obligations in thousands of dollars] 



































| 1958 1959 | 1960 | Increase 
ee ee emsemneeagmaan a 
Cost component | | | 
|Man- Obliga- |Man-| Obliga- |Man- Obliga- |Man-| Obliga- 
| years tions j|years| tions | years tions j|years; tions 
ee ee i as Pie ee cei aie in oS Sas See es i ee 
lose » | io Er eae » 
Personal services. - -- cena panes 7 $804. 5 |163.9 $1,065 |186.2 | $1, 236.0 | 22.3 $171.0 
Other objects-_-- ca ae sooo 670.3 776 4 EAD | Ncw sesesone 81.0 
Bureau overhead. _-.-...---- | 35.3 283. 5 | 41.2 | 360 | 45.4 402.0 | 4.2 42.0 
ina eee fren decent ee eee fear ern nenrne 
Total.....- -------+--+--|168.0 | 1,758.3 [205.1 | 2,201 |231.6 | 2,495.0 | 26.5 204.0 
Capital equipment (see activity 6)-.|_...-.|_.--.----_|_..--- B acts Sechieste Baer | AE Na ykcainn 76.5 


| 


Within the Central Radio Propagation Laboratory, the radio propagation 
physics program is concerned with studies of radio wave propagation over 
long distances, involving propagation via the ionized regions of the earth’s outer 
atmosphere, The program involves (1) basic research on upper atmosphere 
physics, on the formation of the ionosphere and disturbances of it, and on the 
interaction of radio waves with the ionization; (2) study of the characteristics 
of specific propagation mechanisms such as ionospheric reflection, ionospheric 
scattering, and guided-mode propagation; and (3) regular public service as in 
the prediction of long-term changes in useful frequencies for communication, 
in the warning of short-term disturbances to communication, and in the collec- 
tion and distribution of ionospheric and solar data on a national and inter- 
national basis. 

‘his Division’s research activity is far below the level required by its mission. 
Propagation research must be conducted over a wide geographical range; re- 
quires lengthy, large-scale observations; and involves large amounts of complex 
equipment. These factors make such research extremely expensive. The result 
is that budget increases which would be far reaching in other programs are 
quite modest in these programs. 

Some of the backlog of needed research has been included in the IGY program 
of the past 2 years. That program, however, has been primarily one of data 
collection and observation. It is extremely important that the impetus provided 
by the IGY program not be lost and that followup efforts on data analysis and 
theoretical correlation be emphasized. 

Despite the progress provided by the IGY program, the backlog of urgently 
needed research remains large. Recent increases in the program of this Division 
have contributed little to the reduction of the backlog because they have been 
primarily applied to new programs, such as the meteor propagation program, 
which could be undertaken only by reductions in effort in other already under- 
supported projects. 

Our worldwide defense program and our advancing development of missile 
systems, missile-warning systems, and antimissile programs have created many 
additional demands on radio propagation research programs. The explosive 
increase in activity related to space research has already produced new requests 
for basic information and the demand will undoubtedly grow greatly. 

The 1960 budget will support a strengthened program through conversion of 
staff from other agency programs (such as IGY) to Bureau support, expansion 
of staff, and provision of new research equipment. 


40514—59——_20 
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1. Research on basic physical phenomena 


This is the major area of increase in order to strengthen the basic understand- 
ing of the phenomena associated with radio propagation. A number of projects 
will be expanded or initiated : 

(a) Ionosphere soundings by satellites —The use of artificial satellites to study 
the ionosphere will be expanded. As more satellites are put into orbit, their use 
as research tools will be extended. Since satellites travel within and above the 
ionosphere, they provide a radically different method for the study of the 
ionosphere. They will be extremely valuable in probing the upper atmosphere, 
which is inaccessible to conventional sounding techniques. 

(b) Airglow.—As a part of the study of the upper atmosphere and ionosphere, 
the Bureau has been studying the airglow phenomenon. Since this nighttime 
ionization seems to contradict other aspects of our knowledge of the ionosphere, 
its study is quite important to a full understanding of the medium. With the 
withdrawal of IGY support some increase in the Bureau support for the program 
will be necessary. 

(c) Spectroscopic studies of the composition of the upper atmosphere. 

(ad) Plasma formation and plasma theory.—These projects on the mechanism 
of formation of plasmas and the theoretical aspects of interaction between elec- 
tromagnetic waves and plasmas will be coordinated with the other basic studies 
of plasma physics, previously discussed. 

2. Propagation mechanisms and techniques 

Two projects will receive emphasis in this category. The first—studies of 
sporadic E—is a conversion of an IGY program to study internal heat turbulence 
in the upper atmosphere. A knowledge of such disturbances is necessary to the 
improvement of radio propagation techniques. The second project provides for 
an expansion of studies of oblique incidence—this project provides for experi- 
mental transmission paths on long distances in a program to extend the range 
and reliability of radio propagation. 

3. Technical and advisory services 


The Bureau’s widely used service of predicting propagation conditions and 
maximum usable frequencies for communication must be augmented by develop- 
ment of better prediction methods and by improvement of data analysis. <A sim- 
ilar need exists with respect to reduction and analysis of research data. In- 
creases are planned in the project on new prediction methods, in the data analysis 
and computer programing projects and in the support of the airglow and iono- 
sphere world data center established under the IGY program. 


Radio Propagation Engineering Division 


[Obligations in thousands of dollars] 





1958 1959 


Increase 


Cost component 7 wei 9 


Man] Obliga- |Man-{| Obliga- }/Man- 
years tions years tions years 


Man-] Obliga- 
years} tions 




















Personal services. —_ : 57.8 $344.9 7 59.0 $402 | 79.2 20.2 $146 
Other objects 168. 1 249 116 
Bureau overhead. 15. 1 121.5 | 15.4 135 | 20.3 4.9 43 

Total 72.9 634.5 | 74.4 786 | 99.5 25,1 305 
Capital equipment (see’activity 6)--.| Se ‘ Sate cece aa aha ead 43 








The ultimate objective of all the projects in the Radio Propagation Engineering 
Division is the more efficient use of the radio frequency spectrum. This objective 
can be attained only to the degree that the nature of radio wave propagation 
and the characteristics and the effects of radio noise and interference upon 
various signals are understood both qualitatively and quantitatively. The 
quantitative understanding of radio wave propagation and the characteristics of 
radio noise requires the collection of statistical samples of data appropriate for 
the description of the phenomena involved, and the development of adequate 
methods for the prediction from these samples of the statistical characteristics 
of the various radio wave propagation and noise variables required in engineering 
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applications. The work of the division is directed toward a basic understanding 
of radio wave propagation, radio noise, and signal-to-noise problems in general. 

The general comments concerning CRPL and the Radio Propagation Physics Di- 
vision apply equally to the Radio Propagation Engineering Division. One 
additional comment, which applies to both of the CRPL divisions, should be 
noted. Much of the expense of conducting these programs is due to the need to 
collect large quantities of data for observation and analysis. The program is 
plagued by the continuing need to accumulate the data for statistical treatment 
even though the data cannot be completely reduced and analyzed at the time 
of collection. Also, the budgetary priority of this need has forced the program 
to rely too heavily on empirical methods and has prevented adequate theoretical 
study of the subject. A major emphasis in future program plans is increased 
attention to data reduction and data analysis, as well as expanded theoretical 
studies. 


1. Research on basic physical phenomena 


About $100,000 will be provided for expanded basic studies and $100,000 will be 
provided to support the conversion from other agency work to Bureau programs. 
With the requirements for data from newly expanding scientific areas the need 
to accelerate these studies has become substantial. In this category, there will be 
a general strengthening of theoretical studies to back up the field expriments 
that have been undertaken. A number of projects will be devoted to automating 
the collection and analysis of data coming in from the various recording stations. 
These activities, making use of the programing group and computer operation 
in the Radio Propagation Physics Division, seek to increase the analytical 
capabilities of NBS and promise eventually to lead to a “noise prediction” service. 

Another project will be devoted to the collection of data on the effects of terrain 
upon transmission. Heretofore in “line-of-sight” transmission studies, “pure” 
paths have been used in order to develop the theory. It is now necessary to 
study “actual” paths in which terrain effects are significant. Still another project 
will seek to develop refractive index data which could be correlated with actual 
weather prediction data. If such correlation could be achieved, a significant 
advance in CRPL’s technical service to the Nation would have been made. 


2. Propagation mechanisms and techniques 


A project on low frequency propagation will be undertaken. A lot of theo- 
retical work has been completed and further progress depends upon actual field 
experiment. The work is an exploration of a little used mode of radio propaga- 
tion which is now coming into active consideration for a number of applications. 


Activity 5. GENERAL SERVICES 
Research and technical services program 


[Obligations in thousands of dollars] 


| 
1958 | 1959 1960 Increase 


Cost component a 
Man-| Obliga- |Man-| Obliga- |Man-] Obliga- |Man-| Obliga- 
years tions years; tions years tions | years tions 





Personal services... - 26 $196.7 | 32.9 $284 | 41.6 $347 | 8.7 $63 





Other objects 69. 8 124 185 61 
Bureau overhead : 8 64.5 | 10.2 89 | 12.3 107 | 2.1 18 
sinc caleeaaced Pas 34 331.0 | 43.1 497 | 53.9 639 | 10.8 142 


This activity includes programs which contribute to the other activities of the 
Bureau or to State instrumentalities. Includes research on numerical analysis, 
mathematical physics, statistics, and basic instrumentation; provision of cali- 
bration services and standard samples to the States; cooperation with State 
Weights and measures organizations; and research planning for advanced 
programs. 
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| 1958 1959 | 1960 Increase 


l i | 

| | 

Man-| Obliga- | Man-} Obliga- | Man-| Obliga- | Man-| Obliga- 
years; tions years tions years tions years | tions 


Division 














Applied mathematics.._..-.....-----} 21.2 $213.5 | 20.6 $238 | 25.2 | 4.6 | $57 
Weights and measures..........-.-.-} 9.1 84.1 | 12.1 117 | 13.5 | 4 40 
Basic instrumentation............-- | on 9.0 2.7 31] 3.5] 8 7 
Technical services_---.-- opiceeal GN 24.4) 7.7 | 111 | 11.7 | | 4.0 38 
= _ —_— ——— —— —_ Ee _ _— a 
NS jee hace | 34.0 331.0 | 43.1 | 497 53.9 | 639 | 10.8 | 142 
1 i ' 
Summary of total technical program 
{In thousands of dollars] 
1958 | 1959 1960 Change 

ae ot foo? 2 arol bay 2a 

Source of support | Tech-| | Tech- Tech-| Tech- 
nical | Obliga- | nical} Obliga- | nical | Obliga- | nical! Obliga- 

man-| tions |man-| tions |man-| tions |man-| tions 

years | | years | years | | years 

| | | | 
ilar iehtin cn feu pete alt cecetac all, } alec l adh. 1aeiaihcesc ts ag 
NBS appropriation . 26.0 | $331.0 | 32.9 $497 | 41.6 $639 |+8.7 | +$142 
Gifts and bequests... _..._- peated ae : 3.1 |- ee vas | 5 | ad +5 
Other agency funds-_................ 47.3 986.4 | 54.1 912 | 46.9 | 863 |—7.2 | —49 
ee A eS: ihe | 73.3] 1,320.5] 87.0] 1,409/885] 1,507 |+1.5 | +98 

| | | | 








The table above indicates the man-years of technical effort and the obligations 
in the total technical program of this activity. Three sources of financing sup 
port the total program: The research and technical services appropriation pro- 
vided directly by the Congress; gifts and bequests from technical societies, in- 
dustrial organizations, foundations, etc., desiring to aid and facilitate the work 
of the Bureau; and funds received from other Federal agencies to finance the 
cost of individual projects requested by the sponsor agencies. The table indi- 
cates the anticipated changes in the total technical program for 1960. 


Proposed research and technical services program change 


Technical | Obligations 
man-years (in thou- 


sands) 
1959 program Bid 4 32.9 | $497 
Net increases: 
With present staff. : 1.4 | 21 
With added staff_____ ‘ 7.3 | 121 
1960 program Se ae a eg re a ne oe 41.6 | 639 


The proposed increase in the primary programs in this activity will in part 
be undertaken by Bureau staff members who are now working on projects spon- 
sored by other agencies or on other Bureau programs. The transfer of personnel 
to these higher priority programs promises significant benefit in terms of pro- 
gram content, research effectiveness, program planning and management, and 
fulfillment of primary Bureau responsibilities. 

The following pages describe the most significant of the proposed increases 
in each program in this activity. 
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Applied Mathematics Division 


[Obligations in thousands of dollars] 








| 1958 





1959 | 1960 Increase 


Cost component | 
Man-| Obliga- |Man-| Obliga- |Man-| Obliga- |Man-| Obliga- 


nie tions j|years| tions j|years; tions |years| tions 








Parone SOFVIONS 5 cos < cenecckn cesses | 16.1 $125.5 | 15.4 $143 | 19.1 $173 | 3.7 $30 





Other objects__-- aisle niniasdoete eae A Bhanu {ae OP Lischiew 19 
Bureau overhead_.....-..-- ----=---| 5.1 41.1 5.2 45 6.1 53 9 s 
“Sea eras: 121.2] 213.5 | 20.6 238 | 25.2 295 | 4.6 | 57 

| 








The Bureau maintains a central applied mathematics facility which con- 
ducts basie and applied research and renders advisory services in various mathe- 
matical fields. Equipped with a high-speed digital computer, the division has 
played a significant supporting role in the Bureau’s research and development 
program. The performance of numerical computations and the furnishing of 
related mathematical advice assists other divisions in the performance of their 
work. 

Special attention is given to problem formulation and analysis to determine 
the applicability of numerical methods to the solution of problems on automatic 
computing machines. By using the specialized techniques of problem formula- 
tion, problem analysis, and numerical methods, it is possible to reduce certain 
scientific problems to their essentials and to design theoretical and experimental 
research projects by which these essentials may be analyzed. This often results 
in more effective solutions requiring fewer personnel and less experimental time 
and thus greatly reducing costs. 

Another function of this division is the application of modern tools of statis- 
tical inference to the problems of physical science. This consulting service in 
the statistical design of experimental programs and statistical analysis of experi- 
mental data is furnished almost entirely for other programs of NBS. 

Still another function is the computation, compilation, and publication of 
mathematical tables of widespread interest and importance to the chemical, 
physical, and engineering sciences. The provision of adequate tables of complex 
functions eliminates the need for inefficient computation by scientists and engi- 
neers who are not highly skilled in such techniques. In this manner and by 
eliminating the repetition of computations by numerous persons, the mathe- 
matical tables provide an important aid to the conservation of our short supply 
of scientists and engineers. 

1. Engineering and technical data 

The preparation of a handbook of mathematical tables has been partially 
supported by the National Science Foundation during the past year. This im- 
portant service to scientists and engineers should be continued near the present 
level by conversion to Bureau support. Some of the preparation of general pur- 
pose programs for digital computers falls into this category also. A small in- 
crease is planned for the program for the development of machine routines 
which do much of the detailed problem coding for computers. 


. Supporting research 


Research in numerical analysis, mathematical statistics, and mathematical 
physics will be increased in recognition of the ultimate benefit other NBS pro- 
grams receive from this research. 
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Office of Weights and Measures 


[Obligations in thousands of dollars] 


1958 | | 1960 | Increase 


Cost component ] | | | 
|Man-| Obliga- |Man-| Obliga- |Man-)] Obliga- |Man-) Obliga. 


years| tions years | tions | years tions j|years| tions 


Personal ser’vices : $50. 3 $76 | 10.5 
PRM MINNOS o ci cccuadssnencaue | 5 7 3 
Bureau overhead 





The translation of the national standards of length and mass, and of the de- 
rived standards of capacity, to the channels of industry and trade are matters 
of great economic importance to the producing, manufacturing, processing, and 
distributing agencies of the Nation, and to all purchasers of commodities and 
services. The Congress has left to the individual States the responsibilities of 
regulating commercial weighing and measuring devices and controlling com- 
mercial transactions involving quantity. The Congress has, however, assigned 
to the National Bureau of Standards the responsibility for “cooperation with the 
States in securing uniformity in weights and measures laws and methods of 
inspection.” 

In the exercise of this function the Office of Weights and Measures initiates 
and carries on a broad program of direct contact and cooperation with officers 
of the States and Territories who are engaged in the regulatory control of com- 
mercial weighing and measuring devices and practices within their respective 
jurisdictions. The Office of Weights and Measures also serves as liaison between 
such officers and the technical sections of the Bureau, and coordinates the con- 
tributions made by those sections to State uniformity in weights and measures, 
particularly with respect to standards of length, mass, and capacity. 

The significance of the program of the Office of Weights and Measures is found 
in its impact upon the business economy of the Nation through its stabilizing 
effect upon quantity determination at all levels. Accuracy in quantity determi- 
nation is made possible, and uniformity in State regulatory procedures is strongly 
promoted. The end result is protection to buyers and sellers of goods and 
services with respect to the quantities involved in all commercial transactions. 

In its program of cooperation with and technical assistance to the States, the 
Office of Weights and Measures undertakes a number of activities: (1) drafting 
model weights and measures statutes, rules, and regulations; (2) designating 
properly designed and accurate physical standards of length, mass, and capacity; 
(3) drafting effective procedures for testing commercial weighing and measur- 
ing devices; (4) developing special testing equipment; (5) planning systematic 
and effective quantity checking of prepackaged merchandise; (6) assisting in 
drafting administrative procedures; (7) drafting specifications and tolerances 
for commercial devices; (8) operating training schools for weights and measures 
officers ; and (9) providing visual aids and handbooks. 

The program for 1960 is planned to meet the current needs for training films 
and special testing procedures. In addition, the program to provide new stand- 
ards for State administrative use will be augmented in order to fabricate a 
complete set of prototype standards. 


Office of Basic Instrumentation 


[Obligations in thousands of dollars] 


1958 1959 g Increase 


Obliga- |Man-] Obliga- |} -| Obliga- |Man-} Obliga- 
tions years tions years tions years tions 


Cost component 


Personal services_ --_------ cae : " : $22 
ge Se Se 
Bureau overhead 
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The Office of Basic Instrumentation was established in 1950 to serve as 
a research, reference, and consultation center on problems of instrumentation for 
the laboratories of Government and industry. This program, sponsored by the 
Office of Naval Research, the Air Research and Development Command, the 
Atomie Energy Commission, and the National Bureau of Standards, undertook 
to identify and study the basic principles common to large classes of measuring 
instruments. The resulting knowledge was then applied to the design of im- 
proved instruments or the invention of new ones. The goal was the improvement 
of measurement techniques so essential to a dissemination of the standards into 
our technology and to the instrumentation upon which it is founded. 

During the past year the OBI program has concentrated on research on instru- 
mentation principles and the provision of an instrumentation reference service. 
The reference service, supported as a bureau overhead activity, includes the 
indexing of current instrumentation literature and provides to users of the service 
information on instruments or components likely to serve particular purposes. 

The research program, supported by the Bureau appropriation, has involved 
studies of measurement theory and investigations of broad categories of instru- 
ments. The 1960 program would continue at a slightly higher level. 


Technical services 


[Obligations in thousands of dollars] 


~_ 


| 1958 1959 | 1960 Increase 


Cost component | 


IMan- Obliga- lMan. Obliga- |Man- Obliga- 




















| Man-] Obliga- 
lyears| tions |years| tions |years| tions |years| tions 
atest irae nal dpe ce nate Raa | eeu anol cota eimai ation 
POCRONAL BOT VIOR..... oo nncncananesesn]| BS $13. 6y| 6.0 $47 | 9.3 $68 | 3.3 $21 
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MORE GVORRIOAG. 6 oon occccsnccecccne .5 4.5 LF 15] 24 21 ae 6 
es od ek Halt 2.8 24.4] 7.7] 111 | 11.7 149 | 4.0 38 


This program includes a number of special projects and services which are 
not carried on within the various technical divisions of the Bureau. 
State services 

For many years the Bureau has provided calibration services and issued stand- 
ard samples to State governments and their instrumentalities at no cost to the 
States. Although the statutory requirement to do so was eliminated in 1956 when 
NBS was given auhority to retain all user charges to cover the cost of services 
provided, there was a clear indication to the Congress that the Bureau would 
continue to supply the calibration services and standard samples at no cost to 
the States. The estimated cost of such services in 1960 is $20,000. 


Cooperative service—Coast and Geodetic Survey 

For a number of years the Bureau has had a cooperative arrangement with 
the Coast and Geodetic Survey under which CGS would supply services to 
the Bureau’s radio propagation program and NBS would calibrate CGS baseline 
tapes and instruments. The estimated cost of the services for CGS in 1960 is 
$5,000. 


Nuclear reactor study 

The statutory mission of NBS to provide services to science and technology 
and to provide technical assistance to other Government agencies cannot be 
satisfactorily performed without the use of modern research tools. It is im- 
perative, for example, that the Bureau begin to apply nuclear reactor technology 
to its research and standards programs. 

Late in fiscal year 1958 a nuclear reactor study group was organized to under- 
take initial planning for an NBS research reactor. During this year the study 
group is surveying the Bureau programs and potential programs needing a re- 
actor as a research tool; surveying the scientific community of the Washington 
area for the possible needs of such organizations as Naval Research Laboratory, 
Naval Ordnance Laboratory, and National Institutes of Health, and determin- 
ing the type of reactor needed for such programs. The $69,000 budgeted for 
1960 would support detailed design work on the research reactor. 
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Among the initial programs to use the reactor will be the development of 
neutron standards and neutron dosimetry for higher neutron flux levels than now 
possible at NBS, and related work in improvement of instrumentation and 
methods of measurement in work with neutrons; development of activation anal- 
ysis as a basic tool in chemistry, metallurgy, and related fields; development 
of neutron diffraction techniques and equipment for work in chemistry, metal- 
lurgy, organic, and fibrous materials, mineral products, and solid state physics; 
development of facilities, equipment, and techniques for conducting neutron irra- 
diations to produce short-lived radioactive materials to be used in various Bureau 
programs. 


Ultra high temperature facility study 


If the Bureau is to fulfill its statutory obligations in the field of plasma sci- 
ence and high temperature measurement and standards at the plasma tempera- 
tures, a concerted effort will be necessary to establish a well planned and well 
equipped facility. The Heat Division would use the facility to study the thermo- 
dynamic and transport properties of gases at extremely high temperatures; the 
interaction of the hot gases and solid walls; and the heat transfer from the hot 
gases to solid materials. A coordinated program of production of high tempera- 
tures, study of heat transfer, and related theoretical studies is proposed. The 
Atomie and Radiation Physics Division would use the facility to study the 
fundemental physics of dense plasmas, and several other divisions would have 
programs using such a facility. 

A project has been established in 1959 to survey the Bureau needs for the 
facility and to establish design characteristics. The project this year and at 
an expanded level in 1960 will also undertake the following activities: (a) 
Study the various methods of producing high temperatures under controlled 
conditions; (0) study the experimental apparatus and techniques to be used 
for the measurement of gas properties, solid properties, and heat transfer with 
particular concern for their application to extremely high temperatures; (c) 
construct a small (100 kilowatt) pulsating power supply for a high temperature 
gas source; and (d) investigate the problems of establishing equilibrium in 
plasmas. The project is budgeted at $60,000 for 1960. 


SALE OF PUBLICATIONS 


Mr. Horan. There is one other item that I would like to inquire 
about. Do you sell literature that you put out? 

Dr. Astin. The Government Printing Office sells the literature. 

Mr. Horan. It is covered in the Treasury through that. 

I wonder if we could have the approximate amount of what that 
would be, if you would tell us. 

Dr. Astin. We will be glad to tell you. 

(The information referred to follows ) 


The U.S. Government Printing Office has reported that sales of a 
Bureau of Standards publications during fiscal year 1958 totaled $135,877 


LANGUAGE CHANGES 


Mr. Preston. Please explain the various language changes set out 
on pages 1107-1108 of the justifications. 

Dr. Astin. The first language change refers to the change in the 
title of the appropriation. “This has been br ought about by a desire 
to organize our program to make it simpler to understand. 

Here we have four activities which are essentially end-object. pro- 
grams. Then there is the specialized technical service area which 
supports all of these programs, the most important one being our 
applied mathematics division, That is, our applied mathematics s divi- 
sion, for example, provides computational mathematical services to all 
of the rest of the organization and it is justified only to the extent that 
it provides service to the rest of the organization. 
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So that and related activities are all lumped together and we call 
the whole thing “Research and technical services.” That is a more 
accurate title than “Expenses.” That is the reason for the first 
change. 

Mr. Crrisretier. The “c” is merely changing the codification. 
Our organic act has been changed as a result of a new amendment to 
the act passed by Congress last year. 

Mr. Preston. The next one 1s the deletion of the words “temporary 
or special.” 

Mr. Curisre.ter. The act passed by the last Congress, Public Law 
85-890, authorized improvements and construction without specific 
appropriation language if the cost per individual item is less than 
$40,000, 

The previous appropriation language having put a special defini- 
tion in, we are requesting that that be deleted so that the appropria- 
tion language shall conform to the authorizing act as covering all 
minor improvements and construction items. 

Mr. Preston. Is this Public Law 85-890 a general statute that 
applies throughout Government ? 

Mr. Curtsretter. No, sir; it is specific to the National Bureau of 
Standards. 

Mr. Preston. It gives you $40,000 authority without any consulta- 
tion with Congress at all ? 

Mr. Cuetstetter. No, sir. It is within the limits of the appropri- 
ation act. We had previously had authority for improvements up to 
825,000. This recognized the situation that exists today, that a great 
many of our minor improvements needed to carry out our program 
were running in the range from $25,000 to $40,000 and therefore there 
was a change in that. 

We have to have specific appropriation langauge for any improve- 
ment item in excess of $40,000. General appropriation authoriza- 
tions, through this reference here, are for the items up to $40,000. 

Dr. Astin. The items this will cover are all expenditures in the 
“Plant and equipment” appropriation ? 

_ Mr. Curtstetter. No. This is in the “Research and technical serv- 
ices” appropriation for improvements which are specifically related 
to projects, such as putting up a safety barricade for a shock tube. 

Mr. Preston. It is not related to plant and facilities ? 

Mr. Curistetier. The larger items are the ones we would budget 
for in the “Plant and facilities” appropriation. 

Mr. Preston. This particular language could be related to plants 
and facilities if you saw fit; could it not? 

Mr. Cnristetiter. Yes, sir; if you saw fit, sir, it could be related 
to either of these. 

Mr. Nretson. Mr. Chairman, if you will refer to page 105 of the 
committee print, that will indicate the few words that we are re- 
ferring to here in brackets that are coming out of the language. 

Mr. Preston. All right. 

Take the next item. 

_Mr. Crristreiier. The next items are merely corrections of the cita- 
tions of the authorizing acts to take into account the citations in the 
hew act that was passed last fall. 

Mr. Froop. What page are you on? 
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Mr. Currisreciter. Page 1107. We discussed the “Research and 
technical services” title. The change is merely the other part of the 
correction of the citation and the act of September 2, 1958, is again a 
correction of the citation to the new act, the authorizing act. 


PAYMENT TO WORKING CAPITAL FUND 


The next change relates to a request for authorization to permit a 
transfer between the “Research and technical services” appropria- 
tion and the “Working capital fund” of the Bureau. 

We have requested i in the budget for the “Research and technical 
services” appropriation, $1,275, 000 for capital equipment, and we re- 
quest authority to make a transfer to the “Working capital fund,” to 
increase the capital of that fund and then purchase the equipment 
from that fund. 

Mr. Fitoop. What equipment? The automobile? 

Mr. Curisretter. No, sir; this is scientific research equipment, for 
research purposes. 

Dr. Astrn. I would like to say a few words about this, because I feel 
it is a very important change and one in which I am most interested. 

We have in the past few years been buying most of our equipment 
out of depreciation charges on our program. This means that one is 
essentially limited to a static program. If one is dealing with a situa- 
tion where modern equipment is increasingly complex, as it is, and 
where rising costs further contribute to the cost of the equipment, we 
find ourselves over a barrel in attempting to keep our equipment needs 
related to our program. 

So what we would like to do is have a special designated item in the 
“Research and technical services” appropriation earmarked for the 
purchase of equipment, and the amount we are asking for this year is 
$1,275,000. 

But the way we operate is to buy all of our general-purpose equip- 
ment out of working capital and then charge depreciation on this 
against our “Expenses” appropriation or against transferred fund ac- 
tivities, whichever program benefits from it. 

This, then, gives us a fund to partially keep the equipment current 
and modern. But unless we are able to have an additional amount 
available in the working capital fund to augment our equipment pur- 
chases, we really cannot keep abreast of the increasing complexity of 
science, and we really can’t cope with the expanding programs we are 
seeking to do. 

So this would be an investment of working capital. The amount of 
this $1,275,000 becomes an asset of the Government, and we recover 
this investment by charging future appropriations a depreciation rate 
on this equipment. 

Mr. Preston. How much is the most that your depreciation fund 
ever grew to? 

Dr. Astty. The maximum we have spent in most years is about $1 
million for equipment, out of depreciation charges. This current 
year we upped it some. It is now $1,700,000, approximately, during 
the current year. This out of depreciation charges earned out of our 
working capital fund and some investment of capital. 

We have on page 1194 of the justification an analysis of our work- 
ing capital fund and equipment history over the past 2 years and the 
projections for next year. 
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Mr. Preston. How much will you have in the depreciation fund at 
the end of the fiscal year, and what will you do with it? 

Dr. Asttn. We expect during fiscal year 1960 to invest on the 
present rate about $1,100,000 on depreciation earnings. 

Mr. Preston. In addition ? 

Dr. Astin. In addition to this $1,275,000, that is correct. So we 
would then have available some approximately $2.3 million for in- 
vestment. 

Mr. Preston. Will you continue to operate the depreciation fund ? 

Dr. Asttn. We will continue to operate the depreciation fund. 
Maybe it is better to explain the situation this way. 

We could operate very safely on the past arrangement, first, if we 
were not seeking to expand the program; second, if equipment costs 
were static. Equipment costs definitely are not static, they increase 
due more to complexity of equipment than to inflation, but both fac- 
tors cause increases in equipment costs. 

So to cope with this situation, essentially what we have to do is in- 
crease our capitalization. 

Mr. Preston. We are making you a loan in the working capital 
fund ? 

Dr. Astrx. That is correct. This is essentially a loan in our work- 
ing capital fund. It is a permanent asset of the Government. 

Mr. Preston. What did we give you when we created the working 
capital ? 

Dr. Astin. $5 million. 

Mr. Preston. What is it now? 

Dr. Astin. We estimate the cash balance on June 30 will be about 
$2,306,000. 

Mr. Preston. How is it that the fund has been depleted so 
rapidly ? 

Dr. Astin. Well, it has been depleted largely through investment 
of equipment. One specific item on this is when we sought authoriza- 
tion about 3 years ago to build this electronic calibration center at 
Boulder. We had initially asked the Bureau of the Budget for per- 
mission to ask both for the cost of equipment of this center as well 
as for the cost of the laboratory. The advice of the Bureau of the 
Budget was, since this center was one which was expected to be es- 
sentially self-supporting by charging for the services, then we should 
buy the equipment by financing from our working capital. 

So we have invested just about $1,500,000 from our working capital 
fund in equipment just for the calibration center. P 

Then in addition, since our standard samples program has been 
on a self-supporting basis, we have invested several hundred thousand 
dollars of our working capital fund in the manufacture of standard 
samples which are now essentially a capital asset to the Government, 
and then we recover these costs when we sell the samples. 

_ Mr. Presron. Do the profits from your store, that was written up 
in the newspaper recently, go back into the working capital fund ? 

Dr. Astin. No; we are not authorized to make a profit, and if we 
do, because it is impossible to match our charges exactly with cost, 
if we make a profit this is covered into the Treasury as miscellaneous 
receipts. 
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Mr. Preston. When we created the working — fund, I re- 
member the day it was discussed with you and Secretary Moore some 
4 or 5 years ago, we decided to change the way of doing business out 
at the Bureau of Standards through the establishment of the w orking 
capital fund. 

My understanding at that time was that you would make contribu- 
tions to the working capital fund of money received from other 
agencies that you did work for and a proportionate part from appro- 
priated funds would be placed in the fund and theoretically the fund 
would always stay about $5 million, would it not ? 

Dr. Astin. That would be the situation. 

Mr. Preston. Was that our original intention ? 

Dr. Astin. The assets of the fund always stay at $5 million, but 
some of it is not liquid cash. 

Mr. Preston. Now you have gotten yourself a little bank out there 
and you have gone into the radio propagation business or calibration, 
and now you have gone into the store business. 

Mr. Fioop. In applied science. 

Dr. Astrx. It is my understanding this was the intent of the fund, 
to put us on a businesslike basis. As I understand the total back- 
ground of establishing the working capital fund, it was the desire to 
make the operations of the National Bureau of Standards business- 
like. 

This is essentially how we are trying to do it. 

Mr. Preston. The cash in the working fund has been reduced to the 
point where you need $1,275,000 more. Isthat it? 

Dr. Astrx. No; we would need it only if we were going to invest 
it. The cash balance is adequate for our day-to-day operations. Now 
we have a situation where we must have additional capital to invest, 
if we are going to keep our equipment modern. 

So we are asking that $1,275,000 be made available, paid into the 
working capital fund to increase our capital assets and our oppor- 
tunity for investment. 

Mr. Fioop. This is what he is asking for. 

You are asking for a director’s emergency fund of $1,200,000 as 
distinguished from the « capital working fund. 

Dr. Astin. No. 

Mr. Fioop. The net result is going to be that you will make use of 
this if and when an emergency arises? 

Dr. Asrty. No, sir. The only way I can spend the working capital 
fund is for the acquisition of an asset whose cost can either ‘De liqui- 
dated or recovered through depreciation or sale of assets. 

Mr. Fioop. That was the original agreement. 

Dr. Astrn. That is right. This was basic to the understanding 
when we originally established it. 

Mr. Fioop. You know the reason we did this was because we only 
had long-haired people out there, no businessmen, as we call them. 
You are talking hike a bucket-shop salesman here, besides being long- 
haired. 

The fact of the matter is that you are affecting the quality of the 
working capital fund. Its status is two hae as of tod: Ly. 

Dr. Astin. We changed the nature of our assets. We do not de- 
plete our assets. 
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Mr. Fioop. That is because you say so. 

Mr. Preston. You still have $5 million of assets owned ? 

Dr. Astin. Actually we have substantially more. 

Mr. Preston, Well, you carry a figure over here of $7 million. 

Dr. Astin. Our total assets are estimated at $41.5 million, approxi- 
mately. 

Mr. Preston. On top of page 1194 you show a total cash balance 
as of June 30, 1959, of $7,306,000, less balance of advances of $5 mil- 
lion. 

Would that make your working capital fund worth $7,306,000 ¢ 

Dr. Astin. No, because this is part of our coliten capital fund, 
but it is obligated. We have an obligation to spend it for a specific 
purpose because this is advances or transferred funds which we are 
obliged to put on specific objects for which the transfer of fund was 
macle. 

Mr. Nretson. If you will refer to page 120 of the committee print, 
Mr. Chairman—— 

Mr. Fioop. Is that the language that created the fund ? 

Mr. Nretson. This shows the financial condition, the amount of the 
assets, accounts receivable, the advances, and the total amount now 
that the Government has invested. 

Mr. Froop. Do you have language which gave birth to the fund ? 

Mr. Nrexson. I don’t have it here. 

Mr. Froop. You are asking this committee to amend your charter. 
We chartered a finance company. Now, you come in here and you are 
asking us to amend your charter. 

Mr. Preston. They are asking for a loan. That is what they are 
asking for, an additional loan. 

Mr. Froop. That is right. 

Mr. Nretson. But in terms of the financial condition, I do want to 
refer you to page 120 of the committee print, which shows the Gov- 
ernment investment now of about $44 million. 

Mr. Fioop. That is up how much, $2 million ? 

Mr. Nrerson. It is up about a little less than $3 million, 1959 
to 1960. 

Mr. Fioop. Of course that is collateral technically. He is right 
theoretically, of course, he has gone up a couple of million dollars. 

Dr. Astin. We do have the language on the fund. 

Mr. Fioop. Let me see that. 

Dr. Astin. It is section 12. 

Mr. Frioop. We are your friends, but not everybody else is, you 
know. 

Dr. Astin. I had to learn about assets and working capital 

Mr. Froop. You have made an excellent statement. You fooled me. 

Well, he has law. The last paragraph, the last part of the sentence. 
He has his collateral. He is up to $3 million. He has law. It is just 
a question of how big is your heart WD here. 

Dr. Astrn. One of the things we would like to do in trying to make 
the operations of the Nation: uD Bureau of Standards c lear to the com- 
mittee and more of an open book, is in the future, as we have this year, 
prepare in our justification an estimate as to how much we plan to 
expend out of depreciation earnings for equipment purposes as well 
as any requests, if any, for additions to the working capital. 
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Mr. Fioop. Do you have any serious leadtime problems on hard- 
ware to any great extent ? 

Mr. Astin. Yes, all the time. 

Mr. Fioop. Certainly, you have. 

Dr. Astin. We have attempted here to give you in the justifica- 
tion on pages 1194 and 1195 the full picture of what our plans are in 
terms of 

Mr. Froop. Is it just bottleneck on the common articles, or is it just 
fancy hardware that makes the leadtime ? 

Dr. Astin. It is both. Many items of equipment we lay plans for 
now and we won't have the equipment for a year or a year and a half, 
Others take less time. Some of our elaborate things take a very long 
time. 

Mr. Froop. Which one of you fellows at the table brought this up? 

Mr. Curistetier. The transfer authority ? 

Mr. Fioop. Yes. 





























Mr. Curistetier. I did. 
Mr. Froop. Tell us about it. 
Mr. Cnrtsrevter. I think it is covered in the justification state- 


ment, pages 1191 through 1195. 

Mr. Nrevson. I would like to suggest, if it is agreeable to you, that 
we put a further statement in the record on this. 

Mr. Preston. I think by and large we should. It is hitting the tax- 
payers for a loan. They have to have more money in keeping with 
the stepped-up progr: ams that they are submitting to us. 

(The following information was supplied later :) 


PROPOSED FINANCING OF CAPITAL EQUIPMENT 





The proposed payment to the working capital fund to finance capital equip- 
ment purchases is related to (1) the need for modernization and expansion of 
the Bureau’s inventory of research equipment, (2) the use of the working capi: 
tal fund for business-type conduct of Bureau programs, and (3) the recom- 
mendations of the General Accounting Office concerning equipment practices. 

The need for large-scale improvement in research equipment is discussed in 
the justification statements and was further emphasized by Dr. Astin. The 
following paragraphs are in explanation of the financing mechanism proposed 
by the Bureau. 

As is indicated in the statement of financial condition printed at page 120 
of the committee print, the total Government investment in the working capital 
fund at the beginning of fiscal year an was $40,990,008. This is made up of 
$5 million in appropriated capital and $35,990,008 in donated assets, The donated 
assets include equipment, supplies, sts andi ird samples, and buildings held by the 
3ureau at the inception of the fund, and all equipment and buildings subse- 
quently purchased from direct appropriations and donated to the fund. 

As of the beginning of the year this investment consisted of the followings 
assets: 


Can... ee ee ee ee Ee es WN wn ehh Do eR ld $8, 587, 429 
I a 12, 046, 162 
Riaie gM ERATOR ORIN So ek ree a 28, 408, 346 
Or SRP se at a re ee a ee ea ee 7, 402, 702 

















pean NON 2 Fa boas 5 Se ro whl a eee 
I RN i aco ok tints are to mae _. 10, 454, 631 













ne ON a i a hp ee 40, 990, 008 


Much of the equipment has an uncertain useful life or is needed specifically 
for short-term projects, and is therefore purchased directly from project funds. 
General-purpose equipment—having a reasonable assurance of continuing use- 
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fulness over a period of years—is, on the other hand, purchased as an investment 
of working capital fund cash. Such investment is then repaid through deprecia- 
tion charges Over the years against the benefiting projects. In this way, gen- 
eral-purpose equipment can be replaced when it is obsolete or worn out. 

The amount of general-purpose equipment which may be purchased in any 
year depends upon the amount of working capital fund cash which may be 
safely invested and the anticipated cash receipts for depreciation charges. 
Working capital fund cash must, first of all, be available to pay for current 
operating expenses until reimbursements can be recovered from supporting 
appropriations. Only when sufficient cash is set aside for current expenses may 
the balance be considered for investment in equipment, storeroom inventories, 
or standard sample inventories. A number of complex factors enter into deter- 
mination of the amount of cash needed for current operating expenses, includ- 
ing consideration of fluctuations in leave usage. 

During recent years some of the Bureau’s need for general-purpose equipment 
has been met by investment in excess of the cash receipts from depreciation 
charges. This has been possible because the direct deposit in the working 
capital fund of advances from other agencies, authorized by Public Law 940, 
Sith Congress, has reduced the need for working capital fund cash capital for 
operating expenses. During 1959, for example, the net cash balance, excluding 
advances from other agencies, was $3,398,921. Anticipated receipts from depre- 
ciation charges are $1,226,000, resulting in anticipated total cash assets of 
$4,624,921. After considering the needs for operating expenses and standard 
samples production, $2,230,000 was determined to be the maximum available 
for general-purpose equipment purchases, for all Bureau programs and for the 
Electronic Calibration Center. 

This additional investment of $1 million in equipment reduces the cash bal- 
ance to the point where equipment purchases will have to be cut back to the 
level of current receipts from depreciation charges. With the continuing in- 
crease in complexity and cost of scientific equipment, the $1,100,000 thus avail- 
able for equipment purchases in 1960 will not even be sufficient to replace obso- 
lete and wornout equipment, much less provide equipment for new programs 
and place continuing programs on a modern footing. 

To meet the 1960 need for research equipment and to provide for long-term 
future needs, the Bureau proposes that $1,275,000 of the “Research and technical 
services” appropriation be used to augment the capital of the working capital 
fund. In this manner, the initial need for equipment expansion is related to 
program needs, but the equipment purchases are made in a consistent manner 
with present equipment practices, all benefiting programs pay depreciation costs, 
and provision is made for future replacement of equipment. The Bureau there- 
fore expects to request similar action in the future when program needs and the 
working capital fund situation warrant it. 


JUSTIFICATION DATA 


Mr. Preston. Also, at this point in the record we will insert pages 
1191-1195 of the justification. 
(‘The pages referred to follow :) 
ACTIVITY 6: PAYMENT TO WORKING CAPITAL FUND 
Capital equipment 


[Obligations in thousands of dollars] 


RI ase ie re nn oR dee ee cn a eee ee ee 
Oe eee ee sana 

gh a ae ee pos a 1, 275 
ARIS a oe hd ea oe en gk Wk. ee ee eRe eae 1, 275 


The need for modernization and expansion of the Bureau’s research equip- 
ment was discussed in the general justification statement. The lack of ade- 
quate and up-to-date research equipment is a serious handicap to laboratories 
which are expected to provide the ultimate in measurement precision and to 
determine to the greatest accuracy attainable basic data for use by all of the 
Nation’s research and technological organizations. The Bureau has been faced 
With this handicap for some time for a number of reasons: 
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1. Increased precision in measurement cannot ordinarily be met without 
better equipment and more elaborate measurement systems. 

2. The advance of science and technology into new fields and the conse- 
quent entry of Bureau measurement and standards research into those 
fields has generated a need for more equipment, often of a completely 
novel type. 

3. Increased sophistication of equipment to achieve greater sensitivity 
and precision often increase complexity and, hence, the cost of equipment. 

4. The increase in equipment costs because of the demand for larger 
equipment inventories and the increase in complexity of the equipment has 
been compounded by the general price inflation. 

Thus, the problems of ordinary obsolescence are accentuated by extraordinary 


conditions inherent in the Bureau’s primary program. The Bureau’s equip- 
ment problem is never going to be completely solved. There will always be 
the need for new and more complex equipment in order to stay at or near the 
forefront of science and technology. It is important, however, that the Bureau 
take steps to reduce the size of the problem as it exists today and attempt 
to keep pace with the demands in the future. The Bureau therefore, has pro- 
posed that a major part of the 1960 budget increase be allocated for the pur- 
chase of capital equipment. 
This budget proposal is also pertinent to several administrative problems. 


PRESENT EQUIPMENT SYSTEM 


Two major Classifications of equipment are recognized for accounting purposes 
under the working capital fund at the present time: 

1. General-purpose equipment.—Equipment for which there is a reasonably cer- 
tain need for a number of years. This equipment is purchased as an investment 
of the working capital fund, the investment being recovered through deprecia- 
tion charges to all programs of the division holding the equipment. The require 
ment of reasonable certainty of future need is a prerequisite for the investment 
of the working capital fund, in order to assure that the invested capital can 
in fact be recovered through depreciation charges. 

2. Special-purpose equipment.—Equipment for which a continuing need is un- 
certain and therefore which cannot reasonably be purchased as an investment 
of the working capital fund. The uncertainty of future need prevents the 
amortization of the cost over a period of years and compels immediate 100 
percent depreciation to the using project. 

Under this system two major sources are available to the Bureau for the 
acquisition of equipment: the investment of the capital of the fund and direct 
charges to projects. The distinction between these two sources is not as clear 
cut as is desirable. For example, the determination that a proposed purchase 
is special-purpose equipment requires anticipation of future events in connection 
with programs which are subject to frequent change. However, it is clear that 
there will be a trend toward more general-purpose equipment’ and less special 
purpose. By their nature primary Bureau programs are more likely to use 
general-purpose equipment whereas many other agency programs are of a short- 
term duration and hence require special-purpose equipment. Therefore, as the 
total Bureau program is reoriented toward the primary mission of the Bureau, 
and away from specific individual tasks for other agencies, there will be less 
need for special-purpose equipment and a greater need for general-purpose 
equipment. 

A’ fundamental characteristic of the present equipment system is that the 
working capital fund is essentially static. Under the present system, the funds 
available for investment in equipment are the amounts recovered through de 
preciation charges, plus whatever portion of the original capital of the working 
‘apital fund can be invested. Thus, if no further investment of the capital of 
the fund is feasible, equipment purchases to replace wornout or obsolete equip- 
ment is limited to the amount recovered through depreciation charges. Not only 
will this not permit expansion of equipment inventories to meet expanding needs, 
but also, in a time of price inflation and increasing equipment complexity, it 
prevents full replacement of wornout equipment. It is evident then that the 
capital of the fund, unless exceeding current cash requirements for operations, 
cannot be looked to as a source for financing the needed expansion of equipment 
inventory. 

During the earlier years of the operation of the working capital fund the situa- 
tion was not as critical as it is now. It was possible to increase the working 
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capital fund investment in equipment each year. The original appropriation for 
the fund was based primarily on the cash needs for current operating purposes. 
Recent changes in operating methods have reduced the need for operating cash 
and thus have permitted investment of more of the fund in equipment. By the 
end of fiscal year 1959, however, further investment of the working capital fund 
in equipment will be limited to the amount recoverable through depreciation 
charges. For this reason, the Bureau has proposed that the additional equipment 
required to carry out the primary programs of the Bureau be provided through 
an appropriation which is available for payment to increase the working capital 
fund. 

The ability of the working capital fund to invest in equipment or other assets 
at anytime is basically a function of the cash balance less the amount of cash 
needed for current bills and other operating requirements. The following table 
indicates the total cash balance, the amount which has been advanced by other 
agencies to pay program costs, and the net cash available for investment and 
operations. 














Actual June Estimate 
30, 1958 June 30, 1959 
Total cash balance-.-.--.--.-- guddaseatce ta came teens aes ie cece ee oeen arta $8, 607, 221 | $7, 306, 394 
DI EIOTIOO Ol WE TENE eh onicddackendn coasistecesceacdgmechbabbeecanawiude 5, 208, 300 5, 000, 000 
Net cash balance available for investment and operations --.......--.---- 3, 398, 921 | 2, 306, 394 


The cash balance fluctuates considerably because of daily and longer run 
changes. For example, disbursements for payrolls or payments to vendors will 
deplete the cash balance until reimbursements are collected. Similarly, changes 
in storeroom inventory levels or leave reserves will offset cash. The daily net 
balance during the period from September 1 through December 31, 1958, fluctu- 
ated from a low near zero to a high near $3 million. Current operating plans and 
past experience lead the Bureau to the conclusion that significant additional 
investment in equipment is not possible. 

The following tables indicate the equipment purchases of the working capital 
fund and the depreciation charges to programs for a 3-year period. Under the 
general purpose equipment category a distinction is made between equipment 
for the regular Bureau program and equipment for the Electronic Calibration 
Center, which was recently activated at the Boulder Laboratories. The invest- 
ment of working capital fund in equipment was adopted as the best method for 
prorating the cost of the equipment for the Calibration Center to the several cus- 
tomer agencies in the Department of Defense. The initial investment has been a 
large burden on working capital fund operating cash and is being recovered at 
an accelerated depreciation rate. 














1958 1959 | 1960 
Equipment purchases: 
General purpose: 
I i ee ee $1, 491, 000 $1, 700, 000 $1, 100, 000 
eI GNIS 5. F 20602) gt td ee 636, 000 530, 000 250, 000 
NR NE te aa eee eee ee 1, 275, 000 
RMON ONO ope ccokncssccanccansccanuchuswenees se 1, 727, 000 1, 000, 000 850, 000 
TUNINI ee a re dte t iee ee e 3, 854, 000 3, 230, 000 3, 475, 000 
Depreciation charges: Oe ee ee | ae ay 
General purpose: 
Pian CIN 20 Si is eh De 773, 000 929, 000 | 1, 194, 000 
ERENT COOMRNOINT  co  e 112, 000 297, 000 347, 000 
mpbenas CINE oS et ge ede Ba Ee 1, 727, 000 1, 000, 000 | 850, 000 
| cecdeeereinnge sions aase perio iain aa ina 
POOR el A a en 2, 612, 000 2, 226, 000 2, 391, 000 





The estimated accrued cost of $1,100,000 for general purpose equipment pur- 
chases in fiscal year 1960 is based on an assumed obligation rate of $1,200,000, 
Which is approximately the amount of anticipated depreciation charges. Be- 
cause the Bureau’s technical program has identified equipment needs amounting 
to several million dollars, these have been assessed as to priority and the most 


40514—59 21 
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important equipment items will be included in the purchases financed by the 
payment from the research and technical services appropriation. 

This statement is followed by a list of major equipment purchases proposed 
under the research and technical services payment. It is, of course, likely 
that, during the course of program planning and activation of new programs, 
higher priority needs will be identified. In such case, reprograming of the 
available funds will be necessary. The need for these items has been discussed 
in the justifications for the divisions concerned. 

The proposed budget for 1960 includes $1,275,000 to purchase equipment ip 
addition to the $1,100,000 which can be invested by the working capital fund. 
This amount is proposed to be paid to the working capital fund to permit its 
investment in equipment which will, in future years, be the basis of depreciation 
charges. 

Dr. Astrx. We could ask for it as an outright appropriation, but 
this would then foul up our whole procedure. 

Mr. Frioop. Yes, it would look bad. That is the answer. 

Dr. Astin. So the way to keep the operation consistent is to con- 
sider this as a loan to the working capital fund. 

Mr. Froop. Have you ever heard of cutting 6 inches from the bot- 
tom of the blanket and sewing it on the top because the blanket is 
not long enough ? 

PERSONNEL TURNOVER 


Mr. Preston. What is your situation with turnover, Doctor? Do 
you retain a high rate of employment among sc ientists and technical 
who are essential to your operation ? 

Dr. Astin. Our turnover rate particularly among the senior and 
professional staff is a very good one. I think that we are in this 
position largely through trying to keep a good environment for re- 
search in our organization and people get familiar with a program, 
like it and want to stay even though there m: iy be pressures to go 
elsewhere. 

On the other hand, we have a fair amount of turnover among the 
vounger people. There is some difficulty in recruiting new doctors, 
new Ph. D.’s of sufficient competence for our program. When we 
encounter vacancies in our senior staff we find it most difficult to re- 
eruit anyone for those if we cannot fill the position adequately by 
promotion from within. 

We are now confronted with three division chief vacancies which 
have been vacant for some time, and no real obvious person in the 
organization and no opportunity for recruiting outside. 

Mr. Preston. Now business calls on you a oreat deal for services. 
It seems to me that instead of taking away your people, where you 
actually need people with special qualifications, they should assist in 
providing those people for you. 

Dr. Astin. We occasionally have cooperative programs with indus- 
try where someone from industry has made available some people to 
work with our people. One of the participating companies in the 

gaging program made one of their men available to work with ours. 
This was a substantial help. 

This will not solve the problem of putting people in the senior 
supervisory positions, because you have to have a man who is a Gov- 
ernment employee in order to assume a supervisory position. 
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SOURCES OF FUNDS OTHER THAN APPROPRIATIONS 


Mr. Preston. How much transfer fund authority do you anticipate 
for 1960? 

Dr. Astin. Our best estimate is that it will be approximately the 
same as this year, in the vicinity of $10 million. We have made an 
estimate of it on page 1105. 

Mr. Preston. What is the amount? 

Dr. Astin. The amount directly on the technical program is esti- 
mated next year $15 million, just a little under $15 million, and esti- 
mated to run this year $16.5 million. 

So that would be a slight decrease in the transfer fund authority. 

Mr. Preston. How much from non-Federal sources ? 

Dr. Astin. We expect that to be substantially the same. This is 
alittle under a million this year, and we expect it to run the same 

next year. This includes the money we received for calibr ation fees 

and sale of standard samples, as well as gifts which are occasionally 
ven to us. This year we had $1 39,000 in gifts. Of course it is 
impossible to estimate these accurately. It is down to $32,000 next 
year. 

We might be happily surprised and somebody might give us some 
money for some special purpose, but we feel re asonably certain at 
this time of only $32,000. 

Mr. Horan. You will include the figure of one of the products of 
the Bureau of Standards which is this literature which is sold through 
the document service; you will include that figure in the hearings? 

(The information referred to appears on p. 306.) 

Dr. Astin. Yes. 

Mr. Horan. So we are talking about dollars in the sum of $37,- 
841.000. 

Dr. Astin. That is correct, the total program. 

Mr. Froop. Of course there is one thing, Doctor, you have not given 
yourself credit for. Couldn’t you give us the figure, certainly a 
mighty good round figure if not an exact figure, of the number of 
dollars and the number of bodies that an organization like yours 
saves this Government in assuming extra man-hour work for accel- 
a programs or new programs you are not even talking about 

all? 

Why don’t you show off a little bit? You are saving us a lot of 
inoney, tell us about it. 

Dr. Astrn. I am trying to figure some way of estimating it. 

Mr. Froop. You can do that bureau by bureau. 

Dr. Astin. I am deeply convinced that our program saves the 
Government money in military research and development program, 
and saves industry money in their research and development program. 
Theirs would have to be hopelessly difficult and more costly and com- 

plex if they didn’t have our services. 

Mr. Froop. I am talking about your own budget with this sub- 
committee, acceleration of your own programs and ‘existing programs 
because of demand within your own shop plus ac quisition of new 
programs in your own shop 

If you put on the sete of people and bodies and translated the 
extra dollars into man-hours you could show us where you are saving 
this subcommittee an awful lot of money. I would do that. I bet you 
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would come up with a couple of hundred employees. Everybody says 
you scientists just spend money and you don’t know what you are 
doing. Somebody alongside of you figured it out. 

You could show this subcommittee where you saved us putting on 
so many employees and saved the need for so many dollars in this 
shop. 

Dr. Astin. We have learned of a few instances. One we learned 
of, General Schriever sent us a letter over a year ago saying that one 
of our programs amounting to $100,000 or $200 000 gave them an im- 
mediate saving of $4 million. 


PLANT AND FACILITIES 
Program and financing 


1958 actual | 1959 estimate | 1960 estimate 





Program by activities: 








Ss a hg Sen cnabcaswikodakowenchesababene $183, 014 $311, 556 $150, 000 
rE odie oie cdma wo nnsedascenedonss 217, 739 Tan, O00 bo. ceaeeee 

a: RIN ear anmancaee Rice e ne ealinne 69, 467 21, 800 £ 215, 00 

4. Acquisition of field sites__.....__- PoSrnbnas eben onawacest kesesbak casera aaaeweaenned 350, 000 

amb wil baa eeaenein 470, 220 1, 064, 156 1, 715, 00 

Financing: 

Unobligated balance brought forward___.........-.--____- — 268, 159 eee | ae 

Unobligated balance carried forward___..........-....--- SOUP EOD Wessescckaddcdel vw nasccee 

New obligational authority -__.....__- ceeasanndaeeeeee 457, 217 809, 000 1, 715, 000 

ae tielaeeiannosiie dilated seat Mite ae ncaa = lite as capeecnaesiccnniininis Decne angie 








New obligational authority: 





IN cee ona ameniueeioan $450, 000 $786, 000 $1, 715, 000 
Transferred from “Grants-in-aid for airports, Federal Air- 

port Act,’’ Federal Aviation Agency (72 Stat. 243)_____- Ti MET Nn ncucccsecesestheaeebens ae 

Appropriation (adjusted) -._..............---.--- arene 457, 217 786, 000 1, 715, 000 





Proposed supplemental due to pay increases. _........|_.------------ Wu 000 Sica weeeee 





Object classification 


1958 actual | 1959 estimate 


1960 estimate 








NATIONAL BUREAU OF STANDARDS 





G7. “GPGnar CO RrROOAl BOTW IGE goin ein ncnscdccicccctesx $426, 589 $1, 060, 656 
ALLOCATION ACCOUNTS 
Total number of permanent positions_-.....-.-- pinesnabaene tne 


Average number of all employees. -.-....--------------------- 
Number of employees at end of year. .-------.---------------- 





Average GS grade and salary. _.--.--...-------.- be eeebieccos 9. 








01 Personal services: Permanent positions.................-- 
as Se ee ee en oon t ae weskenee Sececdactud 
OB eerie OF BE oo ikki cei ennctnnesiccee 
06 Printing and reproduction.....................-..........- 
O7 . Ser comteetenl werviness iu eo ni cc ce 
10 Lands end structures. ................ ob cheese saatigha i acca abel Satead 
11 Grants, subsidies, and contributions................-....- 





ee ee 





Obligations are distributed as follows: 
National Bureau of Standards- --_-.-------------- Jeeus-d $426, 589 $1, 060, 656 $150, 000 
General Services Administration................-----.---- 1, 000 3, 500 1, 565, 000 
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Mr. Preston. Let us move to the last item in this budget, under 
the heading “Plants and Facilities.” That is on page 110 of the com- 
mittee print. We will insert in the record pages 1207 through 1211 of 
the justifications. This is a request of $1,715,000. 

(The material referred to follows:) 


Summary of requirements 


Appropriation, 1959 (regular bill) - - - - .----.--------------- ciate alee este ots: msl as $600, 000 
ROUTER ADOTODEIANIOR: BSH, LOGD. W. ous doses ack dnd ic ec cccesesaspeoceseiash 186, 000 
UNE IAA bidustd wide abd sine ace dec ah ewene se aaeiaisis datnoearinhh cab kta a hhahiidn ama ia 7 $786, 000 
Add: : 
Proposed supplemental due to pay increases: 
Federal Employees Salary Increase Act of 1958 (Public Law 85-462) ---.--. 23, 000 
Adjusted rates for scientists and engineers_-__-.............-.-.--.----.---- 12, 500 
TREE. i coskedsckhs ood baasas aga eadaaniabegadab one n bide dos cbdddgadtdvenesdusees cco 35, 500 
Deduct: 
Facilities > cs Said blab dad Sa Gb apap Regn cen ects oe dh cision alka ta telat sos nda kee 186, 000 
DO NIRS. g 35 2c acecdvadanwninniscghebeakebeen idinhinddies alec ee 535, 500 
WN de ecscstehsascuewanne sickunsaveeenee’ LU ahdnwumatic tse sk Cok Ca mU Re din ieee -- —721, 500 
DC Pt entch sco semneivsieaesowts Coabbneabonheetusabienaneuneinmeseaiiiineeee < 100, 000 


Net difference, 1960 over 1959: 











Requirements 
aia a ea Increase 
F (+) 
1959, 1960, esti- 
adjusted mate 

DRIER bo Ei cco s co cpbadbheeeee anes sana oxaauas $100, 000 $150, 000 +$50, 000 

Construction whee a ae pie sehen talkie desis 1, 215, 000 | +1, 215, 000 

Acquisition of field sites.__._..- widacebnbies tears ak ieamea ; 350, 000 +350, 000 

RECN TOUUIIOINODEE . «wink ecccancscccosccananancs 100, 000 1, 715,000 | +1, 615, 000 
+1, 615, 000 
gee Ge) i ee a a ee 


EXPLANATION OF LANGUAGE CHANGES 
Deletions : 
“Equipment” 
Proposed change in appropriation title. 


“construction of a pilot electronic data-processing device to be used in the per- 
formance of functions authorized by the Act of March 3, 1901, as amended (15 
U.S.C. 271-278c) ; and” 


No funds are requested for the pilot data processor for 1960. 
“section 2 of the Act of July 21, 1950 (15 U.S.C. 286),” 


This legislation has been replaced by legislation enacted by the S5th Con- 
gress, 2nd Session. 


“For an additional amount for ‘Plant and equipment’ for improvement and 
modification of utilities and plant facilities, as authorized by section 2 of the 
Act of July 21, 1950 (15 U.S.C. 286), at a cost of not to exceed $100,000 for any 
ohe improvement, $186,000, to remain available until expended.” 


This language provided additional funds for non-recurring items during fiscal 
year 1959. 


Additions: 
“Facilities” 


A change in appropriation title from “Plant and equipment” to “Plant and 
Facilities” is proposed. The proposed appropriation title more nearly describes 
the “Plant and Facilities” program, since ordinary equipment needs of the Bu- 
reau are met by other appropriations. In the future, only large and unusual 
items of equipment will be financed from this appropriation. 
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“the act of September 2, 1958 (72 Stat. 1711), in the purchase and improvement 
of radio propagation field sites, and” 


Public Law 85-890, approved September 2, 1958, authorizes acquisition of land 
for field stations needed for the conduct of the Bureau’s programs. This lap. 
guage makes the “Plant and Facilities” appropriation available for the purchase 
and improvement of sites for radio propagation field stations. 


“Including additions to the radio laboratory building without regard to the mop. 
etary limitation contained in that Act,” 


Public Law 85-890, approved September 2, 1958, authorizes construction of 
buildings and other facilities at a cost not to exceed $40,000 unless the appro. 
priation concerned specifically authorizes improvements in excess of that amount, 
This language will permit construction of a wing to the radio laboratory building 
at a cost greater than $40,000. 


Summary of estimated obligations by activity 















































Actual, 1958, Estimate, 1959, Estimate, 1960 
adjusted adjusted 
| a — _ — — —_ = a _ — = 
Average | | Average | Average 
number Obliga- number Obliga- | number Obliga- 
of posi- tions of posi- tions of posi- tions 
tions | tions tions 
——— — $$ $$___— | —— ca — — — —_——_—— | —_—_ — eee 
Facilities: 
Improvements and construction 4.3 $91, 256 4.8 $120, 221 2.4 $50, 000 
Improvement of field sites cnbarhied elton dante Pee Mic eee nee 100, 000 
menu peel inmentnene ————| - ~ - a = 
Total facilities. .......--- ae 4.3 91, 256 | 4.8 120, 221 2.4 150, 00 
Construction: Boulder Laboratory | 
ESN oo etnies ca laicere ceeeicodes I iear eis oat clea pias aioe aah cha 1, 215, 000 
Acquisition of field sites: Land pur- | 
Ooh cock en oe cane eka cleanses Laem welicca aol ate tasaeaueumcan candle 350, 000 
Total obligations. _......_-_- 4.3 91, 256 4.8 120, 221 | 2.4 1, 715, 000 
Transferred from Federal Aviation | 
SE ete i nics ei 2 oe eo ae | I i he he ae ee _ 
Unobligated balance brought for- 
a a i UE Eos coon aaur POEL Se Giiununoces — 
Unobligated balance carried for- | 
WH ose n cas. aR eicneniae Saemeetat By) Gee! lccasivcwnslandcunsseus Ge enaaae er er 
Total appropriation__...-_._.. ae te niall 71, 800 [=ssuseses- (a 1, 715, 00 
i | 
Summary of estimated obligations by cost component 
a . istieiia 
Estimate, 1958, Estimate, 1959 Estimate, 1960 
adjusted adjusted 
ee a Byte eee £ 
Average Average Average 
number Obliga- number Obliga- number Obliga- 
of posi- tions of posi- tions of posi- tions 
tions tions tions 
Nn ee i we ey. 3.5 $18, 124 4.0 $20, 500 2.0 $10, 000 
SEMAINE eR sic oe. 223. 5K ccoek ceieie oe Wie Bocckse tee of. 3 ae 1, 702, 000 
Bureau overhead. ...........--..-.- .8 6, 130 .8 6, 900 .4 3, 000 
Total obligations_.......____- 4.3 91, 256 4.8 120, 221 2.4 1, 715, 00 
| = — | = —— |= — — — — = —a —— 
Transferred from Federal Aviation 
Agency..-..---. So nd ae geet I ce ol aor NI A ig cin kien eiteehs peated sccencacsdléusaak eee 
Unobligated balance brought for- 
eS ee ee eee —38, 688 |__ 20 9 |... ckaddieuaceee 
Unobligated balance carried for- | 
WR adwecw ube nceccwerewecdcecn a iommnoe MO BEE een cnemen| ann scwcsn ess |inaesseacel scene 
Total appropriation_.._...---- Saeaaies: UO iccs aks 9083000}... 25e 1, 715, 000 
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Dr. Astin. This request consists of three items. The smallest, in 
the amount of $150,000, is to provide the more or less routine facility 
operations we need for our changing technical program. 


RADIO PROPAGATION STATIONS 


In addition, and this consumes more than the increase which this 
item represents over 1959, it involves $100,000 for construction of 
specific facilities on the field sites which we are seeking to acquire. I 
think on field sites there is an item of $350,000 for the purchase of 
several field sites for our Central Radio Propagation Laboratory. 
Authorization to acquire these field sites was obtained in the last Con- 
gress and these things are most important for the continuity and 
effective carrying out of the work of the Radio Propagation Labora- 
tory. 

Mr. Preston. Where are these fields located ? 

Dr. Astin. Most of them are in Colorado, one at Gunbarrel Hill, 
Colo., in the amount of $13,000; one at Haswell, Colo., $1,000; Ha- 
yana, Ill., $111,000; Marshall, Colo., $50,000; and Table Mesa, Colo., 
$260,000. 

These are all installations with extensive radio equipment, antennas, 
and transmitting and receiving equipment. Because of the nature of 
the radio program, one must have a variety of field sites and essen- 
tially a variety of isolated locations at selected points throughout the 
country in order to study the various phenomena. 

Mr. Preston. Are these sites occupied ? 

Dr. Astin. These are all presently rented sites. We fin” consider- 
able difficulty in providing the necessary and essential facilities on 
these sites. As you know, there are severe restrictions on improve- 
ments that one can make on these sites. This interferes substantially 
with the efficiency of acontinuing program. It is anticipated that the 
program on these field sites will continue for long periods and we 
believe it is in the best interest of the Government to acquire title to 
these sites. 

Mr. Preston. This is mighty high priced property here at Havana, 
lil. What kind of land is that ? 

Mr. Micnet. That is just the going rate at auction for farmland, 
out our way, Mr. Chairman. 

Dr. Astin. I might ask Dr. Brown if he can add any more. 

Dr. Brown. The reason for the high price in Illinois is that it is 
good farmland in Illinois. As you know, radio research work is 
expensive for a number of reasons. Particularly in the more modern 
basic work associated with some of the modern techniques of com- 
munication, such as the scatter mode of propagation or propagation 
from meteor trails, you have to have very high powered transmitters 
and various directed antennas. These things come very expensive. 

Also, you have to get rid of interference and you have to have quiet 
sites. In particular the reason for developing the Table Mesa site, 
which is one of our most expensive, is that we needed an extensive 
(quiet site where we could put most of our receivers. For that reason, 
we found this ideal spot of land which is an elevated mesa, flat on top, 
about a mile and a half wide by 2 or 3 miles long. It makes an ideal 
site, bringing in your powerlines below the crest of the mesa and it 
will not cause any interference. 
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So we have a lot of problems associated with these sites. They have 
to have the proper contour and they have to be free from interference, 
And they have to be geometrically spaced according to the way in 
which the communication distances go. For that reason they are 
scattered over the country and they are in various specific sites. If 
they happen to come where the land is expensive, it is simply because 
we could not put them anywhere else. 


BOULDER LABORATORY 


Mr. Preston. Doctor, are you planning on adding a wing to the 
Boulder laboratory in this budget ? 

Dr. Astry. Yes, sir. The biggest item in this is the provision of the 
sixth wing on the radio laborator y at Boulder. 

I might first of all call your attention to the fact that the laboratory 
was initially planned with six wings and we were not able to get the 
construction funds to put in six wings. We added a fifth wing for 
the calibration center. This would give us the sixth wing. 

But the primary urgency on this sixth wing is the need to acquire 
enlarged computational facilities at the Boulder laboratory. There is 
no place to put it. The International Geophysical Year, for example, 
has led to a wealth of data which has to be analyzed before we can 
apply these data to improved radio communication conditions. We 
cannot make effective analyses of these data without making compu- 
tational facilities. 

So the primary urgency for this additional wing at Boulder labora- 
tories is to house an enlarged computational center which is necessary 
for the work of the laboratory. Our plan is to obtain the computa- 
tional facilities through rental. 

Mr. Preston. Will that complete the wing, or will we have another 
appropriation request for it ? 

Dr. Astry. This will complete the wing. 


CONSTRUCTION AND IMPROVEMENT PROJECTS 


Mr. Preston. How much of a job would it be to prepare for the 
record a statement showing total construction and improvements by 
project for fiscal year 1959-60, including those charged to any indi- 
vidual project and those funded by the research and technical services, 
plant and facilities appropriation ? 

Dr. Astin. We shall be very glad to furnish that. 

(The information requested follows: ) 


During 1959 and prior years, improvements and construction jobs have been 
budgeted in the “Plant and equipment” appropriation, or in special appropria- 
tions for large-scale construction projects. The reference in the “Expenses” ap 
propriation language to “temporary or special facilities’ was taken to authorize 
such specialized experimental facilities as antennas, test structures, ete. How- 
ever, whenever such facilities appear to fall within the Comptroller General's 
definition of “public improvements,” they have been charged to the “Plant and 
equipment” appropriation. 

With the passage of Public Law 85-890, which extended the Bureau’s general 
construction authority to $40,000, the Bureau has proposed that the line of 
demarcation be drawn between project-related improvements and general pur- 
pose improvements. In this way, those improvements which are needed to pro- 
ceed with a specific project or group of projects will be financed as project costs 
by the ’Research and technical services” appropriation. But those which are 
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needed in connection with the general operation of Bureau facilities will be 
financed by the ‘Plant and facilities” appropriation. 

The following is a listing of the improvements and construction jobs of the 
past 2 years, classified according to the proposed new system : 


Fiseal year 1958: 
Project-related improvements : 








7, Neuron pugeics laporatory annex. .............~.........- $3, 800 
2. Radioactive muteriais stordge vault... =... es 3, 700 
Sos, ULMER RRNA IRRNINOOE MUNN a x acess tsi barca enamine aa 6, 800 
; RETOLD DOPTICEGS BOC CO oc cence pene eebade 13, 400 
5: Controieg Humidity test Dullting 4. <n ecco ee nel 19, 000 
Oh SI En it ss ie ek ee leas ae 3, 800 
7. Radio field station annex______- side edie gk ait oa sles hear en eee 3, 800 
oi aaa catered wep aire ab peal eile ae 54, 300 
General improvements : 
dp PROC POnIes TRDOPRCOTe GNNGR 4.5... nena cieemedeweecucecen 24, 000 
Ie Me I a a a a 1, 000 
S: Memianine aren; radio building... once ncl cc 12, 300 
4. Londing Goek; TaGi0 Bulging... ec cece 5, 100 
S; Dreibaee Mnnrorementen ks secs oh enn ae wen noe 1, 000 
G.. RAGIS BEGINS WINGINCOGON oo oo cele 5, 700 
a a a A 49, 100 
STINE i a a a ba ng A ah el ke tT NR 2 103, 400 
Fiscal year 1959: 
Project-related improvements : 
1. Demineralizer, gamma ray laboratory___.__._._--_--__-____-- 2, 300 
2. Monorail, high voltage laboratory.... =... ............... 2, 100 
Be CO ak ee on ci aciscewcoerenee 11, 350 
4. Safety area, high pressure measurements____.___.__________ 21, 300 
&. Badie Seid station building...) osc. end 2, 200 
6. Power supply, pneumatics laboratory___...__._-__--____--- 11, 000 
WORN Saks cee ae ee a tee ee 50, 250 
General improvements : 
1. Low temperature laboratory annex___...__.___--_-_______- 15, 000 
PRES RE TO ORED INNO. i is ih crete ademas eee 12, 500 
3B. Orgoeeniices enginesring bulidivg—_.—..__...........~.-en 5, 000 
4. Boulder miscellaneous improvements___...__..-__-________ 3, 600 
6; POWereIOMt Tmprevementeius cian el eet 2, 000 
G. Chemigter) DuUGine -WiTiNG eon et a 15, 000 
aa Us. "ORRIN a iinet eee ste cpap a beagle 4, 000 
8. Power supply, materials testing laboratory__......._...__-- 40, 000 
Oo SPUR OED SORONE LON Sacsc ccc asco. 6 6 onde aee 90, 000 
BPURUNON Sede e sods ss eewnetinec. cae ee 187, 100 
NG a lea th ks a a a ee 237, 350 


Because improvements and construction needs arise during the course of re- 
search programs and in connection with the operation of two large, multistruc- 
ture installations and several field sites, it is usually not possible to specify 


individual improvements projects in advance. 


therefore supplied with respect to the 1960 estimates. 


The following information is 
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Fiscal year 1960: 

Project-related improvements: It is expected that improvements 
and construction tasks will arise during the year in connection 
with several of the expanded or reoriented basic programs, 
such as high temperature standards, basic physics of hot gases, 
high pressure standards, and radio propagation. Although no 
specific items have been identified, such tasks are expected 
to approximate 


General improvements: 
1. Minor improvements at radio field stations that NBS pro- 
poses to purchase include— 

Havana, Ill., roads and fencing 

Marshall, Colo. : 
Roads and fencing 
rower and teieonene lites: | uk 

Table Mesa, Colo.: 
Roads and fencing 
I INN pass a ge eee TE 
Lie 2 eee a Ag a eae a en aE EAN? Pr 
Water and sanitation 


2. Improvements to present facilities include widening and pav- 
ing an areaway for mail and delivery trucks, retaining 
walls, electric distribution system changes, modifications 
of laboratory building, and other tasks similar to those 
required in 1958 and 195 


SI a a a a ne 250, 000 


BOULDER LABORATORY 


Mr. Preston. May we hope that this Boulder, Colo., project is 
going to have some static status in the future, or is it going to bea 
continually growing proposition ? 

Dr. Astin. I hope that the status of the radio laboratory at 
Boulder, as the Nation’s central radio propagation laboratory, will 
continue; but the trend of radio communication studies is such that 
their equipment is extremely costly. They are concerned with using 
very high powered transmitters, very elaborate receiving stations, 
that is, antennas which may cover many acres. These tools are neces- 
sary in order to obtain the necessary information about the ionosphere 
and to apply this to the improvement of the Nation’s ability to com- 
municate over long distances. 

Mr. Froop. Are you going to measure sound in any way? Can 
any of the Boulder oper rations be utilized, Doctor, for the measure- 
ment of sound ? 

Dr. Brown. No, sir. We measure radio noise, but that is electro- 
magnetic radiation, it is not sound. 

(Discussion off the record.) 


FIELD STATIONS 


Dr. Astry. As long as you have raised the question about possible 
future requirements ‘of the central radio propagation. laboratory, I 
think I should call your attention to our eastern field site which is at 
Sterling, Va. 
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Here I might preface my remarks by pointing out that we prob- 
ably are pretty good airport selectors. Our first radio field site was 
at Silver Hill, Md. We had to move that because it became the site 
selected for the Andrews Air Force Base. Then we moved to 
Sterling, Va. This is now on part of the site of the Chantilly Air- 
port. And the availability, I mean the location of the Chantilly 
Airport there will require our moving our Sterling field site. 

Mr. Preston. I think I find some language that answers the ques- 
tion awhile ago about continued spending in Boulder. On page 1222 
the language appears, “Funds for the complete development of these 
iield stations will be requested in future budgets.” 

Can you give us an estimate as to how “much will be required to 
future budgets in connection with field stations ? 

Dr. Asttn. I would have to put that in the record, sir. 

(The requested information follows :) 

All but one of the radio propagation field sites which the Bureau proposes 
te purchase are now occupied by the Bureau on a lease basis. Because of the 
restrictions on permanent construction on leased property, operations and equip- 
ment for these programs are housed in temporary structures. The proposed 
budget for 1960 includes funds only for the purchase of the field sites and initial 
minor improvements related to the provision of roadways, the extension of 
powerlines, and the fencing of the property. As the requirements and esti- 
mates for erection of permanent structures are finally determined they will 
be included in future budget requests. At the present time it is estimated that 
the requirements for future construction for the five proposed field sites will 
total approximately $1 million. 

Mr. Preston. You say you are currently operating these sites on a 
leased basis ? 

Dr. Astin. In most instances, with temporary facilities. There 
are always disadvantages to temporary facilities. One of the reasons 
for seeking to acquire the sites is that we are limited for the most 
part in using temporary facilities. This inhibits the efficiency of 
the work. 

We have not, at the present time, developed any extensive plans 
for permanent or improved facilities on the field sites and will not 
until we own it, but we can make some preliminary estimates. 

Mr. Preston. Any questions at this point ? 

(Discussion off the record. ) 


LANGUAGE CHANGES 


Dr. Astin. There are two changes, one essentially bringing the lan- 
guage up to date. One is the change matching plant and facilities 
tothe other in the appropriation. 

Mr. Nrerson. Mr. Chairman, we have a number of language 
changes covering the whole department. As we have done in the 
past, shall we take all these at one time, depending on your wishes? 

Mr. Froop. We usually do that the last afternoon. 

Mr. Preston. Probably that would be better. 
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Program and financing 





Program by activities: 
Operating costs: 

Technical program: 
Physics and electronics 
Chemistry and metallurgy 
Mechanics and engineering _- 
Radio propagation 
General services 


Total technical program 


Plant improvement and special neneneneae 
Plant and facilities. ___- 
Construction of facilities 


Total plant improvement and special 
ment 


Other operating costs: 
Equipment donated to other agencies 
Materials donated to other agencies 
Excess material sold _ - 
Other 


Total other operating costs 


Total operating costs_...............--- 
Unfunded adjustments to total operating costs 
Depreciation included above (—) 
Other unfunded costs included above (—). 


Total operating costs, funded 


Capital outlay:! 
Facilities 


Total capital outlay 


Total program costs, funded 
Relation of costs to obligations: 
Costs financed from obligations of other years, net (—) 
Obligations incurred for costs of other years, net 


Total program (obligations) 


Financing: 
Amounts becoming available: 
Proposed payment from ‘‘ Research and technical serv- 
ices’”’ 

Revenue and receipts: 
Customer orders received 
Proceeds from sale of equipment 
Other receipts - - 


Total amounts becoming available 
Unobligated balance brought forward 


Total amounts available 
Capital transfer (payment of earnings to Treasury) (—)-__- 
Unobligated balance carried forward 


Financing applied to program 


1958 actual 


$10, 563, 661 
6, 160, 020 
3, 758, 081 
6, 911, 874 
2, 436, 276 


29, 829, 912 


1959 estimate 


$12, 014, 000 
6, 566, 000 
4, 318, 000 
6, 656, 000 
2, 526, 358 


32, 080, 358 


1960 estimate 


$13, 589, 000 
6, 860, 000 
4, 470, 00 
6, 895, 000 
2, 547, 000 


34, 361, 00 





365, 328 


1, 057, 166 
134, 000 


1, 160 





364, 488 


, 201, 166 





45, 512 
79, 697 
29, 808 
21, 543 


1 6, 560 


45, 000 
25, 000 


80, 000 








30, 372, 960 


—2, 622, 799 
—280, 532 


27, 469, 62 9 


3, 853, 961 


3, 853, 961 


33, 361, 524 


—2, 247, 180 
—45, 000 


31, 06 9, » 344 


3, 230, 000 


3, 260, 686 


34, 731, 000 


—2, 412, 000 
— 25, 000 


32, 294, 000 


3, 475, 000 


3, 475, 000 





~ 31, 323, 590 


34, 330, 030 


405, S41 


35, 769, 000 


155, 000 





35, 924, 000 





34, 735, 371 





29, 688, 366 
40, 674 
12, 587 


31, 191, 266 
10, 000 
_10, 000 





29, 741, 627 
8, 047, 631 


31, 2U1, 266 
7, 713, 647 


35, 216, 000 
4, 169, 750 





37, 789, 258 
—123, 816 





29, 951, 795 


—7, 713, 647 


38, 924, 913 
—19, 792 
—4, 169, 750 


34, 735, 371 


—3, 461, 750 
35, 924, 000 


! Excludes assets donated to working capital fund as follows: 1958, $1,067,965; 1959, $250,000; 1960, $1,670,000 
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Sources and application of funds 





—_——_—_—_—— 


Gross expenditures (funds applied): 
Sales program: 
Acquisition of equipment 
Acquisition of facilities... —- 
Expense: 
Purchase of commodities for manufacture or sale 
Other expense - _-- ; 
Adjustment in prio: year income_._- 
Increase in selected working capital 


imate 


Total gross expenditures 


Receipts from operations (funds provided): 
Sales program: Revenue 
Proposed payment from ‘‘ Research and technical services” - 
Undistributed receipts: 
Proceeds from sale of equipment 
Proceeds from sale of material__.. 
Other receipts._-. ; : 
Decrease in selected working capital - - 


Total receipts from operations - ---- 


Budget expenditures 


1958 actual 


$3, 853, 961 


3, 112, 685 
24, 489, 611 
139, 711 


31, 595, 968 


9, 468 
3, 119 
6, 273, 792 


36, 403, 143 


—4, 807,175 | 








1959 estimate 


$3, 230, 000 
30, 686 

3, 329, 500 
28, 041, 844 


34, 632, 030 


33, 281, 524 


10, 000 


33, 350, 995 


1, 281, 035 


Revenue, expense, and retained earnings 








Sales program: 
Revenue: 
PR CITRIIOR sks 6 Ad pec dheddccddccocanseaes 
Other agencies 


RE ON cic chatinininsd ude a canta wmwnddt 
Expense 
Net operating income 
Nonoperating income: , 
Proceeds from sale of equipment 
Net book value of assets sold (—) 


Net gain from sale of equipment 


Proceeds from sale of materials-- 
Net book value of assets sold (—) 


Net loss from sale of material (—).---- Be sate anaes aalaare 


SND ©950 ok ic cn tcmeenennew ablninabbenbetneid .| 


Net nonoperating loss (—) 
Net income for the year 
Analysis of retained earnings: 
Retained earnings, beginning of year 


Payment of earnings to Treasury (—) 


Retained earnings, end of year 


1958 actual 


eee 


$10, 246, 204 
18, 961, 086 
868, 800 

30, 076, 090 
30, 014, 415 


61, 675 


40, 674 
—40, 409 


9, 468 
—29, 808 


— 20, 340 
—21, 808 | 
—41, 883 | 

19, 792 | 
123, 816 


— 123, 816 | 








19, 792 
' 


265 


$10, 709, 090 
18, 667, 434 
905, 000 

33, 281, 524 
33, 281, 524 


10, 000 
—10, 000 


10, 000 
—10, 000 


19, 792 
—19, 792 








1960 estimate 


$3, 475, 090 


3, 220, 000 


37, 925, 000 


34, 671, 000 
1, 275, 000 


35, 966, 000 


1, 959, 000 


| 
| 1959 estimate | 1960 estimate 


$16, 435, 000 
17, 282, 000 
954, 000 

34, 671, 000 
34, 671, 000 


10, 000 
—10, 000 


10, 000 
—10, 000 
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Financial condition 





1958 actual | 1959 estimate | 


, 607, 221 


Assets: 
Cash with Treasury 7 oehaibanmdaaat 
Accounts receivable, net 
Advances 
Commodities for sale_____-----._-_- 
Supplies and materials__- 

Land, structures, and equipment, net. 
Precious stones 
Investments __ 


$7, 306, 394 
5, 407, 577 
55, 000 | 

1, 747, 893 | 
656, 067 
663, 014 
500, 984 
2, 300 


36, 





51, 464, 431 | 52,339, 229 
10, 454, 631 | 1, 169, 221 


ye ee 
Liabilities: Current 


Government investment: 
Non-interest-bearing capital: 


| 
Start of year 


40,047,252 | 40, 990, 008 | 











1960 estimate 


—... 


$5, 347, 304 
6, 329, 356 
55, 000 

1, 842, 893 
626, 067 
39, 361, 014 
500, 984 

2, 300 

54, 065, 008 
10, 000, 000 





41, 170, 008 

















Payment from ‘‘Research and technical services’’_-._-|--._- oF iscak cies 1, 275, 000 
Donated assets, net, during year _- Ay ae ee : | 942, 71 56 180, 000 | 1, 620, 000 
End of year___--_-__- Bt its Bale tA od | 40, 990, 008 gr 170, 008 | 44, 065, 008 
In I ca wtonwee 19 Yes |... --. a aeeanonemkGenee 
Total Government investment.....................-.... 41, 009, 800 | | 4l, 170, 008 | 44, 065, 008 
Status of certain fund balances 
| 1957 1958 1959 1960 
} actual actual estimate estimate 
| 
is it eo tye egg Suk dimen 1d: le ea 
Unexpended balance: Cash--__-_--- $3, 923, 862 | $8, 607, 221 7, 806, 8 394 $5, 347, 394 
Obligated balance, net: a a ei a 
mm Ns Oo ck nn ctcesintes 4, 279, 235 | 10, 454, 631 | 11, 169, 221 10, 000, 000 
Unpaid undelivered orders_---_.......-.-.--------- 4,381,675 | 2,717, 958 2, 825, 000 2, 915, 000 
Accounts receivable, net, and c: ash in transit (—). |—4, 856, 697 |—4, 738, 757 |—5, 407,577 | —6, 329,356 
Unfilled customers’ orders Re ga oe \-7, 927, 982 |—7, 540, 258 |—5, 450,000 | —4, 700, 000 
Total obligated balance... .....2......«..-...-.. we 123, 769° 893, 574 3, 136, 644 A 885, O44 
NN Ni ire inc icteric |g, 047, 681 | 7,713,647 | 4, 109,750 | 3, 401,750 
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Object classification 





| 1960 estimate 





























1958 actual | 1959 estimate 
Total number of permanent positions___........-..--------.-- 3, 981 4, 180 4, 326 
Full-time equivalent of all other positions_._.......--.-.--.--- 170 171 167 
Average number of all employees. -_-...........----------.---- 3, 064 3, 249 3, 370 
Number of employees at end of year. ...--.-...---.---..---.-- 3, 338 3, 515 3, 665 
RS Ore G0Uee WIE WEEE 2 ne eecnesnencacquanancometnns 8.0 $6,046 | 8.0 $6,620 | 8.0 $6, 670 
Average salary of ungraded positions...........-.-...----...-- $4, 437 $5, 073 $5, 095 
01 Personal services: 
PERE IIE Sacidvetibuscsccccnnecnanenaans $18, 140,719 | $20, 983, 200 $21, 869, 500 
Positions other than permanent----..-....-.------..-- 938, 927 1, 001, 100 978, 600 
Cour WINE CN NRE ection catnip ande cede asanes 521, 956 562, 900 671, 900 
Excess of annual leave taken (—) over leave earned WET Bind dduaronseybinueeawiteh toe 
"POtal PATOONE SOE WIOOE. oooh ccc ccnsdtesdccces ; 19, 363, 652 22, 547, 200 23, 520, 000 
Nc canbanacehchccheiawseen edspiaanesongheniae dad 638, 351 650, 000 650, 000 
Oe. erdnemortatien Of URIUN6 6c sia ons eins sc Seeesarbbsewccien 133, 108 135, 000 140, 000 
re OS i ax wedaineaa wanane dads eeccen 288, 503 290, 000 300, 000 
Oe FiaGS OUI TRCIIGT GU TIO anno oo nc once ccccucinddcccuancs 1, 068, 935 1, 100, 000 1, 100, 000 
Gh, PITRE OTN FODTORIOUIONN. 6 o5 co scp mtccoean cn ecedetonas 206, 411 250, 000 290, 000 
07 Other contractual services _--............-.-.-..-- Peesncncsinp testes 2, 009, 054 1, 890, 000 1, 930, 500 
Services performed by other agencies--...........----...-- 150, 692 123, 000 125, 000 
We ek | eae ee eee 2, 529, 203 2, 477, 500 2, 725, 000 
#9 Equipment: 
CNG nok cccaninsticeseennnewsnd stiecanaidiaiea 2, 953, 827 2, 709, 000 2, 850, 000 
PRO. — oc cn dkconcesaneneeameta ee twa laces 602, 678 595, 000 605, 000 
© Ears Ge CUCINOE. on. 6 nici csc segehpemandtonnc—bs 214, 171 185, 000 150, 000 
il Grants, subsidies, and contributions_--............--.---- 1, 121, 424 1, 353, 000 1, 365, 000 
13 Refunds, awards, and indemnities-_-_-..............------- 28, 279 POP Vedovkndseoescs 
hy eae See eee 19, 585 21, 000 23, 000 
NO ois ona Musee SEEK EAS ee Cenmewes anual adic 31, 327, 873 34, 334, 400 35, 773, 500 
Deduct quarters and subsistence charges_--..............----- 4, 283 4, 370 4, 500 
RGOl CORES 2. 5 doth ibh Len ks Sanden neweeeukaeeues 31, 323, 590 34, 330, 030 35, 769, 000 
Costs financed from obligations of other years, net (—)-_....--- —1, 371, 795 Na ae 
Obligations incurred for costs of other years, net__-........---|----.--------- 405, 341 155, 000 
SNR NS os is onan oh anda id’ Gale dua rong tee in 29, 951, 795 34, 735, 371 | 35, 924, 000 





in the record. 
(The pages referred are as follows:) 


EXPLANATION 


Mr. Preston. We will insert pages 1226 


OF LANGUAGE 





CHANGES 


) through 1231 at this point 


Addition: “The working capital fund shall be available, during the current 
fiscal year, for the purchase of not to exceed four passenger motor vehicles for 


replacement only.” 


In 1960 the National Bureau of Standards is requesting authority to purchase 


four motor vehicles for replacement. 


These vehicles will be acquired as an in- 


vestment of the working capital fund. Their cost will then be recovered by the 
charging of depreciation to the benefiting programs. 


JUSTIFICATION STATEMENT 


Replacement of motor vehicles 


In the past the purchase of passenger motor vehicles has been budgeted in 


the “Plant and equipment” appropriation, and vehicles so acquired have been 
picked up as donations to the working capital fund. During 1957, the Bu- 
reau’s fleet of motor vehicles at Washington was transferred to the General 
Services Administration motor pool. The vehicles at the Boulder Laboratories 
and other field installations will remain with NBS. 

The nature and use of these vehicles is such that they are properly classified 
as general purpose equipment. Therefore, replacement vehicles are best han- 


dled as purchases of the working capital fund, reimbursement being obtained 
through depreciation charges. 

Since specific legislative authority is required for the purchase of the pas- 
senger motor vehicles, the proposed working capital fund language would permit 
purchase of four replacement vehicles this year, although no appropriation 
for the cost of these vehicles is required. 
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The four vehicles requested will replace station wagons which have exceeded 
the replacement criteria: by 1960, one will have exceeded the age standard of 
6 years, and three will have exceeded the mileage standard of 60,000 miles, 

Three of the proposed replacement vehicles will be assigned to the Boulder 
Laboratories, the fourth, to Havana, Ill. The use of these vehicles is essentia] 
in carrying out the technical programs centered at Boulder and in conducting 
experiments at the various field sites located at Haswell, Gun Barrel Hill, 
Table Mesa, and Cheyenne Mountain, Colo., and Bill, Wyo. These vehicles wil] 
be used for daily transportation of personnel and material to and from the field 
sites and the main laboratories and in conducting experiments with mobile units 
which utilize the passenger vehicles as well as trucks. The vehicles assigned to 
the Havana, IIL, field station is used for the transportation of personnel, mail, 
instruments, supplies and classified materials for the programs being con- 
ducted at that site. 

Changes in operating practices are permitting the disposition of two passenger 
vehicles without replacement. 

Mr. Preston. If there are no further questions, this will conclude 
the hearing. 

We have spent much time on the hearings, of course, but through 
the years we have had witnesses of the Bureau testify and we are 
fairly well acquainted with your overall work. We recognize you 
as avery valuable arm of the Federal Government. 

Mr. Horan. I want to join in that statement. 
Dr. Austin. We have enjoyed very much working with you, sir. 
Mr. Preston. We are glad you could come here today, Dr. Brown. 


Monpay, May 4, 1959. 


UNDER SECRETARY OF COMMERCE FOR 
TRANSPORTATION 


WITNESS 
HON. JOHN J. ALLEN, JR., UNDER SECREARY FOR TRANSPORTATION 


Mr. Preston. The committee will come to order. 

The first item this morning is to hear a statement from our former 
colleague, the Under Secretary of Commerce for Transportation, 
Mr. John J. Allen, Jr. 

I certainly want to say at the outset that it is a pleasure to have 
you appear before our committee. 

Mr. Auten. Thank your, sir. 

Mr. Preston. Once again I want to reiterate we were highly 
pleased when the President placed you in this important position. 

Do you have a prepared statement, Mr. Secretary ? 

Mr. Autuen. Yes, Mr. Chairman. 

Mr. Preston. Do you wish to read it? 

Mr. Auten. I have a prepared statement which I will either read 
or insert in the record, as the committee may desire. It is rather 
general and it will be followed by people who have the details of the 
various constituent agency requests, and each of whom reports through 
my office. 
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I think the statement is rather general and everything that is in 
here will be covered by the detailed questions of the committee. I 
think I would defer to your judgment. 


GENERAL STATEMENT 


Mr. Preston. We will insert the statement at this point in the 
record. 
(The statement follows :) 


Mr. Chairman and members of the subcommittee, this is my first appearance 
before you in support of the Commerce budget program for transportation activi- 
ties. I should like to take this opportunity to discuss with you some of the 
developments in the transportation area. 

First, perhaps I should mention that during the next several months my 
concentration will be directed to the comprehensive study of the Nation’s trans- 
portation needs and problems which will form the basis of the Government’s role 
in the transportation field. In the Under Secretary position, as in many others, 
there is so much to be done on day-to-day problems, programs, policies, legislation, 
etce., that every so often it becomes necessary to reserve the time for reexamina- 
tion and reorientation of the entire effort. I consider myself very fortunate 
in the timing wherein this study is being undertaken shortly after my appoint- 
ment as Under Secretary for Transportation, There are many new transporta- 
tion problems emerging due to technological, social, and economic progress and 
change. Likewise, the adequacy of our transportation mobilization preparedness 
needs to be reexamined. I assure you that we will dig hard to come up with 
answers to these problems on an overall coordinated basis, rather than the piece- 
meal basis of the last several years. 


BUREAU OF PUBLIC ROADS 


The Secretary has already described to you the general problem relating to 
continued financing of the highway program. If you wish, this matter may be 
pursued in greater detail when the Highway Administrator appears before you. 

Measured in terms of funds obligated for actual construction and the necessary 
preliminary steps, the Interstate program is on schedule nationally having obli- 
gated the equivalent to all 1958 and earlier apportionments plus 97 percent of 
the 1959 funds. The States which have been below the national average in the 
obligation of Interstate funds are now at the point of closing the gap and it is 
reasonable to assume that they will accelerate their programs considerably dur- 
ing this calendar year. 

For the period from July 1, 1956, to March 31, 1959, contracts for 2,798 projects 
for the improvement of 7,418 miles of the 41,000 mile Interstate System have been 
advertised. During this period 1,176 projects were completed providing either 
stage or final improvements to 3,587 miles. There were 1,180 projects under 
construction on March 31, 1959, on 2,758 miles of the system. 

Satisfactory progress is also being made in the improvement of the Federal-aid 
primary and secondary highway systems and their urban extensions, known as 
the ABC program. This progress is reflected, for example, in the fact that 
from July 1, 1956, to March 31, 1959, contracts were authorized for advertising 
on 17,173 projects financed from primary, secondary, and urban funds, providing 
improvements to 60,898 miles of highways at an estimated total cost of $4.143 
billion, including $2.122 billion of Federal funds. 


MARITIME ADMINISTRATION 


4 During the course of these hearings, you will doubtless receive a great deal of 
information on the progress being made in the Maritime area, the emerging 
Problems and reviews to be undertaken thereon, and details of the program and 
budget proposed for the coming year. To this, I would contribute one more 
observation. 

We are all aware of the importance of the U.S. merchant marine, both in war 
and in peace. I am also impressed by the fact that the major programs of the 
Maritime Administration were designed to introduce a degree of economic sta- 
bility in an industry which by its nature is inclined to violent fluctuations in 
costs and prices. Instead of the famine and feast in the shipbuilding industry 
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which we could expect when our World War II ships reached obsolescence and 
needed to be replaced en bloc, Maritime is administering a long-range ship con- 
struction program phased over approximately 15 years. Through this process 
the shipyards are kept active at a relatively constant rate. The industry, its 
labor and suppliers, and the Government all benefit through the stabilizing effect 
on labor costs and prices of raw materials and manufactured goods. 

Similarly, the program to subsidize American-flag operators on essential for- 
eign trade routes has important industry-stabilizing effects. This stability 
shows up in the number of ships in the American merchant marine, the employ- 
ment of shipboard and shoreside personnel, the shipping rates, and in the various 
cost elements in ship operation. 

Maritime’s war-built ships maintained in its reserve fleets not only serve as 
an important mobilization reserve, but also as a reserve against peak demands 
for ships. For example, during the Korean emergency, there was an immediate 
and urgent need for shipping space. Rates rose as demand far exceeded the 
supply, increasing the cost of moving essential materials. But as 600 to 700 
reserve fleet ships were reactivated, this inflationary condition was overcome, 
It is estimated that the Government saved over $200 million on freight rates 
alone as a result of the reactivation of the reserve fleets. I might add that when 
this unusual demand was met, the ships were returned to the reserve fleets. 

At the present time Maritime’s program provides for the scrapping of the 
less desirable and uneconomic reserve fleet ships. Here too, the planning in- 
cludes the factor of stabilizing of the scrap market as conditions warrant. 

I bring this factor out because I think it is a very important one. In a pro- 
gram of this type there has been some tendency to slash back during one period, 
then go full-steam ahead the next. This I believe is not sound. I believe we 
should continue our programing on the basis of stability in an otherwise uneco- 
nomic feast-and-famine industry. 


WEATHER BUREAU 


One feature of the 1960 estimates for Weather Bureau appropriafions merits 
your special attention in view of the great public interest in aviation safety. 
I refer to the Weather Bureau’s program for modernizing the national aviation 
weather system. Last year, after a very careful evaluation of existing and 
projected requirements for aviation weather service, the Weather Bureau de- 
veloped a 5-year plan for a modern aviation weather system. The first step 
toward full implementation of this widely approved plan has been taken by 
inauguration of a new high-altitude forecast service to meet international and 
domestic jet aircraft requirements. The estimates for 1960 provide for moving 
ahead into the next phase of the 5-year plan by further strengthening existing 
aviation services. It seems especially important that we provide for the most 
pressing weather requirements as they exist today before moving forward into 
the additional new aviation programs that are needed in the years ahead. 

You will note that the increase in the appropriations includes the transfer 
of funding for the national weather facsimile communications circuit from the 
Department of Defense to the Weather Bureau. This item involves no increased 
expenditure by the Federal Government, but simply transfers to the Weather 
Bureau the financial responsibility for a basic meteorological facility that is 
used by all agencies. 

Included in the 1960 estimates are funds for the operation of hurricane re- 
search aircraft during the coming summer and fall storm season. In the hurri- 
cane seasons of the past 3 years the required research aircraft support was 
provided by the Air Force. It is now proposed to operate these three storm re- 
search aircraft under Weather Bureau appropriations. 

During 1960 the Weather Bureau will install and commission the remainder 
of the long-range weather search radar sets and the modern upper-air sound- 
ing equipment purchased from appropriations made by Congress in recent years. 
Trained staff to operate the radars to be commissioned in 1960, along with 
electronic technicians to maintain this technical equipment, must be provided 
if the facilities are to be used effectively for a better public weather service. 

I would like to recommend most strongly, your favorable consideration of 
the Weather Bureau’s request for funds to continue the equipment moderniza- 
tion program represented in the $3 million request for establishment of 
meteorological facilities. These facilities are urgently required and without 
them the Weather Bureau will be seriously handicapped in the effective per- 
formance of its responsibilities. 
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COAST AND GEODETIC SURVEY 


During the past 152 years the Coast and Geodetic Survey has provided the 
Nation with accurate marine charts and related technical information on tides 
and currents, geodetic control, and geophysics. More recently, the Survey 
has provided aeronautical charts for the United States and its possessions. 
These services, which have a vital bearing on safe air and sea travel, are de- 
signed to serve commerce and industry and are coordinated with the require- 
ments of national defense. 

The most extensive of these activities are those which provide assistance 
to marine and air navigation by means of appropriate charts and related data. 
These services are of basic importance to the safety and advancement of our 
maritime and aviation economics. 

The Bureau’s geodetic control program provides the rigid framework of ref- 
erence points necessary for the accurate location of the features shown on 
charts and maps of the Nation and the accurate reference points widely used 
in reclamation and flood-control projects, location of National, State, and pri- 
yate property boundaries, highway and railroad construction, geophysical pros- 
pecting, and other engineering and scientific projects. 

The geophysics program provides seismological information on the frequency 
and severity of earthquakes in various regions, engineering data for design of 
earthquake resistive structures, and information concerning ground movements 
in earthquake regions. Geomagnetic observatories provide basic information 
about the complex magnetic changes affecting surface and air navigation charts 
and supports scientific researches into the earth’s structure cosmic rays, the 
electrical phenomena of the upper atmosphere and outer space, and solar 
activity. 

During fiscal 1960, the Coast and Geodetic Survey will continue these well- 
established programs at approximately the 1959 level except for some expan- 
sion in services to marine and air navigation. 


Monpay, May 4, 1959. 
BUREAU OF PUBLIC ROADS 
WITNESSES 


BERTRAM D. TALLAMY, FEDERAL HIGHWAY ADMINISTRATOR 

JAMES C. ALLEN, ASSISTANT COMMISSIONER FOR ADMINISTRA- 
TION 

ROYAL E. OLMERT, CHIEF, BUDGET AND MANAGEMENT DIVISION 

JOHN J. ALLEN, JR., UNDER SECRETARY FOR TRANSPORTATION 

GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The first item we will take up under the Secretary for 
Transportation is the Bureau of Public Roads found on page 79 of 
the committee print. 

We will insert in the record at this point pages 801 through 807 
of the justifications. 

(The pages referred to follow :) 


GENERAL STATEMENT 


: The estimates for the Bureau of Public Roads for fiscal year 1960 total 
$2,874 million, an increase of $481,308,000 over the amount appropriated for fiseal 
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year 1959. This increase is virtually all attributable to the Federal-aid highway 
program as indicated in the summary tabulation below: 


Summary of appropriations 


| 
Estimate 1959 Estimate 1960 Difference 


General fund appropriations: 





| 
ir 
Public lands highways. 2 seats ees ; % 2, 692, 000 Reed ah —2 





Forest highways i S00, 000 G00 fi sisessgi ccs. — $30, 000, 000 

, 692, 000 

Inter-American Highway- 10, 000, 000 | —10, 000, 000 
Subtotal ee 42, 692, 000 | 42, 692, 000 
Proposed rescission; Forest highways al 8, 100, 000 —7, 100,000 
Total general fund- | 42, 692, 000 —7, 100, 000 | — 49, 792,00 


Trust fund appropriations: 
Federal-aid highways 
Forest highways 


2, 350,000,000 | 2,840,000, 000 +490, 000, 000 
init 37, 100, 000 +37, 100, 000 











Public lands highways. sa Eee se 4, 000, 000 +-4, 000, 000 
Total trust funds__-..-....--_--- ee 2,38 50, 000, 000 2,8 881, 100,000 | +531, 100, 00 
Total all funds....................----.----------} 2 392, 692, 000 | 2,874,000, 000 | +481, 308,00 


FEDERAL-AID HIGHWAYS 


The Federal-Aid Highway Act of 1958 provided ee authorizations 
for the Interstate System of $200 million for fiscal year 1959 and $300 million 
for each of the fiscal years 1960 and 1961. In addition, this act provided a 
special authorization for primary, secondary, and urban highways of $400 mil- 
lion for fiscal year 1959. The availability of this fund was contingent upon 
having the projects under contract or construction prior to December 1, 1958, 
and construction contracts providing for completion prior to December 1, 1959. 
Continuing authorizations for the regular primary, secondary, and urban pro- 

grams were provided—$900 million for fiscal year 1960 and $925 million for 
fiscal year 1961. 

This act also suspended the provisions of section 209(g¢) of the Highway 
Revenue Act of 1956. This section provides that the amounts authorized for 
the Interstate System cannot be apportioned to the States if the estimated 
revenues to be placed in the highway trust fund will not be sufficient to defray 
required expenditures from the fund. In view of the suspension of this pro- 
vision, the Secretary apportioned the full amount of the 1960 interstate author- 
ization rather than the $1.6 billion contemplated in the preparation of the budget 
for fiscal year 1959. 

Fiscal year 1960 will be the fourth year of operation under the greatly 
expanded program authorized by the Federal-Aid Highway Act of 1956. The 
States are making excellent progress in advance ing the program as evidenced 
by the fact that the States as of December 31, 1958, had obligated up to 76 
percent of the 1959 authorizations for the interst: ite program. For the primary, 
secondary, and urban authorizations the States have obligated up to 64 percent 
of the 1959 authorization. This rate of progress will necessitate increased 
funds for payment to the States in fiscal year 1960. 
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Expenditures for fiscal year 1960 for the Federal-aid highway program are 
estimated at $3.002 million, an increase of $551 million over the estimated 
expenditures for fiscal year 1959. This estimate is based upon a lag of 21 
months between the time of obligation and payment for the interstate program 
at the end of fiscal year 1960 as compared to an actual lag of 17.5 months in 
1958 and an estimated lag of 19 months in 1959. The estimated lag for the 
primary, Secondary, and urban systems is 15 months for each of the 3 years. 

It is estimated that the unexpended balance in the highway trust fund as of 
June 30, 1959, will be $639 million and receipts for 1960 under existing legislation 
will be $2.122 million for a total availability of $2.761 million. Expenditure 
requirements for 1960 under existing legislation would exceed availability by 
$241 million. 

The budget proposes legislation which would increase the tax on motor fuels 
from 3 to 4% cents; would finance the forest and public lands highway programs 
out of the highway trust fund; and would retain in the general fund revenues 
from aviation gas tax that presently go into the trust fund. 

The effect of these legislative proposals would increase receipts into the fund 
by $697 million and expenditures by $41 million and provide a net availability in 
the fund as of June 30, 1960, of $415 million. 


FOREST HIGHWAYS 


The 1958 act provided an additional authorization for forest highways for 
fiscal year 1959 of $5 million and authorizations of $33 million for each of the 
fiscal years 1960 and 1961. 

The Bureau during the last few years has estimated for this program that 
obligations for a fiscal year would approximate the authorization for that year. 
The obligations during 1958, however, did not keep pace with the authorization 
for that year due to the uncertainties of the apportionment formula for future 
authorizations. This matter was resolved with passage of the 1958 act and it 
is anticipated that this lag will be made up in fiscal years 1959 and 1960. 

As noted above, the budget proposes legislation to finance this program from 
the highway trust fund. It is estimated that expenditures in fiscal year 1960 
will be $37.1 million which is approximately the amount expected to be ob- 
ligated during fiscal year 1959. 


Public lands highways 


The Highway Act of 1958 provided an additional authorization of $1 million 
for fiscal year 1959 for the public lands highway program and established a 
= million level for the authorizations for each of the fiscal years 1960 and 
961. 

The total authorization through fiscal year 1959 has been allocated to specific 
projects and the $3 million for 1960 became available for allocation to projects 
on July 1, 1958. It is anticipated that the full amount of the 1960 authoriza- 
tions will be allocated to projects in the near future. 

The budget also proposes that this program be financed out of the highway 
trust fund and the request of $4 million will completely liquidate the contract 
authorizations through fiscal year 1960. 
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Mr. Preston. We have with us to support this request the Federal 
Highway Administrator, Mr. B. D. Tallamy. 


GENERAL STATEMENT 


Do you have a prepared statement, Mr. Tallamy ? 


Mr. Tatuamy. I have, Mr. Chairman. 

Mr. Preston. Do you wish to read it? It is rather lengthy I see. 

Mr. Tatuamy. Mr. Chairman, if you have no objection, I would like 
to file the statement for the record. It is complete but it is lengthy 
and quite detailed. I believe that all of the pertinent data is included, 
but it might be tiresome to have it read. It isa good reference. 

Mr. Presron. Can you highlight it? 

Mr. Tautiamy. I will be very happy to highlight it. 

Mr. Presron. Very well. 

We will insert your statement at this point in the record. 

(The statement follows :) 


Mr. Chairman and members of the committee, I am pleased to appear before 
you today in support of the budget estimates for the Bureau of Public Roads for 
the fiscal year 1960. 

The request for fiscal year 1960 totals $2,881,100,000 to be appropriated from 
the highway trust fund as compared with $2,392,692,000 appropriated for fiscal 
year 1959 out of both the general fund and the highway trust fund, for an 
increase of $488,408,000. This increase is offset in part by a rescission of the 
unexpended balance of the “Forest highway” appropriation as of June 30, 1959, 
estimated in the budget to be $7,100,000. The net increase of $481,308,000 is 
virtually all attributable to the Federal-aid highway program. 


FEDERAL-AID HIGHWAY PROGRAM 


In reviewing our estimates today, I believe it might be helpful to the new 
members of the committee for me to review briefly the operation of the Federal- 
aid program. The Congress provides in the biennial highway acts annual author- 
izations for the primary, secondary, and urban highway programs (ABC pro- 
grams). The Highway Act of 1956, however, provided authorizations for the 
interstate program for the fiscal years 1957 through 1969. 

Title II of the 1956 act established the highway trust fund and directed that 
certain revenues derived from taxes on motor fuels, tires, tubes, tread rubber, 
trucks, buses, and trailers be transferred from the general fund of the Treasury 
to the highway trust fund. The act further authorized appropriations from the 
highway trust fund to meet obligations incurred which are attributable to Fed- 
eral-aid highways as well as the general administrative expenses of the Bureau 
of Public Roads. 

Annual authorizations are apportioned by the Secretary of Commerce among 
the several States on the basis of formulas set forth in the highway acts. The 
primary system funds are apportioned among the States one-third in the ratio 
of the area of each State to the total area of all the States, one-third in the ratio 
of the population of each State to the total population of all the States, and one 
third in the ratio of mileage of rural delivery and star routes in each State to the 
mileage of rural delivery and star routes in all the States. 

For secondary funds, the distribution is based one-third upon area, one-third 
on mileage of rural delivery and star routes, and one-third on the ratio of the 
States’ rural population to the total rural population of all States. 

Only one factor is involved in the apportionment of urban funds—that being the 
ratio of the population in urban places of 5,000 or more in each State to the 
population of such urban places in all the States. 

Prior to the apportionment for fiscal year 1960, interstate funds were appor- 
tioned one-half in the ratio which the population of the State bears to the total 
population and one-half on the same basis as the apportionment of primary 
funds. 

Beginning with the apportionment for fiscal year 1960, the apportionment of 
interstate funds will be distributed to the States on the basis of the estimated 
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cost of completing the Interstate System in each State. This formula was 
adopted to insure the simultaneous completion of the Interstate program in all 
the States. 

Operation of the program 

The Federal-aid highway program in each State is made up of numerous indi- 
vidual projects in all stages of advancement from initial programing to final 
completion. For the country as a whole there are nearly 20,000 propects pro- 
gramed or underway, and new projects total approximately 12,000 each year. 

Apportionments made to the States are immediately available for obligation. 
Following apportionment of the authorizations the State highway departments 
submit programs of projects to the Bureau of Public Roads. Upon approval of 
the programs the States are authorized to proceed with preliminary engineering 
and/or acquisition of rights-of-way. The States then prepare detailed plans, 
specifications, and estimates which are reviewed by the engineering staff of the 
Bureau in the field. Concurrent with approval of these plans, specifications and 
estimates, the States are authorized to advertise for bids. Following opening 
of the bids the State determines its action with regard to approval or rejection 
of the bids and submits its findings to the Bureau of Public Roads for concurrence. 
After award of the contract the successful bidder is authorized to proceed with 
the work. Construction is supervised by the State highway department and 
inspected periodically by Bureau engineering personnel. 

Payments to the contractors for work done on Federal-aid projects are made by 
the State from State funds. To obtain reimbursement for the Federal share, 
the State submits vouchers indicating for each project the amount of work done 
and claiuning the Federal portion that is due. 

Upon completion of a project a final inspection is made by field engineers of 
the Bureau to determine that construction was in accordance with approved 
plans, specifications, and estimates, after which the project costs are audited 
and final payment is made. 

The following chart shows the successive key steps in the advancement of the 
Federal-aid highway program from the time funds are made available to the 
States by the Secretary’s apportionment of each fiscal year authorization to the 
completion of the projects undertaken. 
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Authorizations 

The Federal-Aid Highway Act of 1956 provided authorizations for the inter- 
state program of $2.2 billion for each of the fiscal years 1960 and 1961. The 
Federal-Aid Highway Act of 1958 increased these authorizations an additional 
$300 million for each fiscal year. In addition, this act provided authorizations 
for the ABC programs of $900 million and $925 million for fiscal years 1960 and 
1961, respectively. The 1960 funds provided by both the 1956 and 1958 acts 
were apportioned to the States approximately 1 year in advance of the beginning 
of the year for which authorized. 

The 1958 act also provided a special authorization of $400 million for the ABC 
programs, generally referred to as D funds, for the purpose of accelerating 
construction and providing employment. This authorization was available for 
expenditure contingent upon the States having the projects under contract or 
construction started prior to December 1, 1958, and construction scheduled for 
completion prior to December 1, 1959. An advance of $115 million to the States 
for use in matching D funds was also authorized by the 1958 act. These ad- 
vances, identified as L funds, are to be repaid by deduction from the 1961 and 
1962 apportionment for the regular ABC programs. 
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PROGRESS OF THE PROGRAM 


I believe it would be desirable to present a brief summary of the progress of 
the Federal-aid program. I am pleased to report that the program is proceeding 
on schedule. 

Interstate 

From the inception of the interstate program on July 1, 1956, to March 31, 
1959, total Federal fund obligations have amounted to $4.964 billion, or 105 
percent of our goal. These obligations involve construction contracts advertised 
totaling $3.410 billion; $361 million for preliminary engineering and $1.193 bil- 
lion for acquisition of rights-of-way. Obligations for the first 9 months of the 
current fiscal year amounted to $1.721 billion. 

Funds obligated to date provide for either stage or final improvement of 
7,418 miles of interstate highways and 6,791 bridges. 

The States have made excellent progress in utilizing interstate funds appor- 
tioned for fiscal year 1960 and prior fiscal year. As of March 31, all but 6 States 
had utilized some portion of the 1959 funds and 18 States had utilized all of the 
1959 fiseal year funds and some portion of the 1960 funds. The national average 
for use of interstate funds is 97 percent of the 1959 funds obligated. In addi- 
tion, one State is expediting improvement of the Interstate System by means of 
advance construction projects authorized by section 115 of title 23, United States 
Code. Several other States are considering similar action. 

Primary, secondary, and urban 

Since July 1, 1956, obligations for the ABC program have totaled $2.354 bil- 
lion, or 101 percent of our goal. These obligations provide for improvement of 
60,893 miles of highway. Obligations during the current fiscal year have 
amounted to $625 million. 

For the period July 1, 1956, to March 31, 1959, construction was completed on 
17,526 projects amounting to $3.9 billion total cost and $2 billion in Federal 
funds involving 64,641 miles of highway improvement, including 11,125 bridges. 

As of March 31, 1959, 16 States were using 1960 ABC funds; 33 States were 
utilizing 1959 authorizations; and 38 States were utilizing 1958 funds. The na- 
tional average for use of the ABC funds is 84 percent of the 1959 funds obligated. 


D and L funds 


The program financed from the special $400 million authorization of D funds 
and $115 million of L funds, authorized by section 2 of the 1958 act, progressed 
on schedule and in accordance with the intent of the act. Each State had its en- 
tire authorization of D funds under contract by December 1, 1958, and project 
agreements had been executed by December 31, 1958, as required by the legisla- 
tion. All but three States used repayable advances approximately $103 million 
of the $115 million authorized. 

As of March 31, 1959, construction has been authorized for projects for im- 
provement of 12,136 miles of highways, including 1,337 bridges. Construction 
was completed as of March 381 on projects involving 3,477 miles of highways 
and including 182 bridges. 

Financing 

Revenues accruing to the highway trust fund since it was established on July 
1, 1956, have been very close to the original estimate. On March 31, 1959, there 
was a balance in the fund of $492 million. 

With respect to our estimate of expenditures from the Federal-aid highway 
trust fund, we carried over at the beginning of fiscal year 1959 an unexpended 
balance of $263 million. In the President’s budget we estimated that $101 
million of this carryover would be expended in fiscal year 1959 which, together 
With the initial 1959 expenditure estimate and appropriation of $2.350 billion, 
provides for a total expenditure estimate of $2.451 billion in 1959. However, 
on the basis of experience to date, it appears that the January estimate for the 
fiscal year 1959 is too low by about $150 million. It appears now, therefore, 
that practically all of the $263 million carryover will be required in 1959. Should 
claims from the States exceed $2.613 billion available for fiscal year 1959, it 
will be necessary to withhold payment of voucher for a few days at the end of 
the fiscal year. 

Under existing legislation the budget indicates a deficit in the highway trust 
fund of $241 million as of June 30, 1960. This deficit position in the fund results 
from the provisions of the Federal-Aid Highway Act of 1958. Under the pro- 
Visions of section 209(g) of the Highway Revenue Act of 1956 the full amounts 
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authorized to be appropriated for the Interstate System cannot be apportioned 
to the States if the estimated revenues accruing to the highway trust fund will] 
not be sufficient to defray required expenditures from the fund. The Federal- 
Aid Highway Act of 1958 suspended the provisions of this section for the 1959 
and 1960 fiscal year apportionments in order that the interstate program could 
be maintained on schedule. 

The suspension of section 209(g) which required the Secretary to apportion 
the full amount of the 1960 authorization rather than the $1.6 billion originally 
contemplated coupled with the increased authorizations provided in the Federal- 
Aid Highway Act of 1958 have created an unbalance in the highway trust fund. 
As a result of this unbalance the Secretary, under existing legislation, will be 
unable to apportion any of the $2.5 billion interstate authorizations for fiscal 
year 1961 and only approximately $500 million of the $2.2 billion authorized for 
fiscal year 1962. 





Legislative proposals 


The budget for fiscal year 1960 includes an item of proposed legislation provid- 
ing for a temporary motor fuel tax increase of 114 cents per gallon commencing 
July 1, 1959, and ending June 30, 1964. The additional revenue anticipated 
under this legislative proposal will create sufficient balances in the highway 
trust fund to enable the Secretary of Commerce to apportion to the States the 
authorizations for fiscal years 1961 and 1962, thereby maintaining the program 
on schedule as established by the 1956 and 1958 Highway Acts. 

While this temporary tax increase will provide financing of the 1961 and 1962 
authorizations, we must develop a long-range financing program for completion 
of the Interstate System. In January 1961, the Secretary of Commerce will 
submit to the Congress two fundamental reports required by the Highways Acts 
of 1956 and 1958. The first will present the latest detailed estimate for the 
cost of completing the Interstate System. The second report will present the 
conclusions derived from a 4-year study of highway user taxes, direct and in- 
direct beneficiaries of the highway systems, and findings regarding the equitable 
distribution of highway user taxes among the various classes of users and 
those otherwise deriving benefits from highways. Thus in 1961 the Congress, 
with the benefit of these two basic reports, will have the opportunity to consider 
what possible adjustments might be made in the tax structure for the equitable 
distribution of such taxes for highway purposes, and to provide for appropriate 
financing and scheduling of apportionments required to complete the Interstate 
System as originally contemplated. 

The following four charts show annually the authorizations, apportionment 
and expenditure situation under existing legislation, proposed legislation and 
requirements to complete the interstate program on schedule by 1972. 

Chart No. 1 shows the extent to which total interstate authorizations of 
$25.940 billion under the 1958 act can be financed from highway trust fund 
revenues available for the interstate program during the trust fund period, 
fiscal years 1957-72, inclusive, after financing for the ABC program. A total 
of $23.314 billion could be financed ($315 million carryover balance from prior 
authorizations, $7.4 billion already apportioned, $11.325 billion of regular appor- 
tionments, and $4.274 billion of previously deferred apportionments), leaving 
$2.626 billion of authorizations that could not be financed. 

Chart No. 2 presents highway trust fund financing of primary, secondary, 
urban (ABC), and interstate programs with estimated trust fund revenues from 
present sources. Surplus trust fund revenues accumulated in 1957 and 1958 will 
be expended in 1959 and 1960, and the deficit incurred in 1960 and 1961 as the 
result of the 1958 act suspension of section 209(g) would be repaid in 1962 and 
1963. Estimated ABC expenditures of $15.471 billion and interstate expendi- 
tures of $23.314 billion account for the $38.785 billion of estimated highway trust 
fund revenues, 1957-72, inclusive. 

Chart No. 3 shows apportionments required to complete the 40,000-mile Inter- 
state System at a total Federal fund cost of $36 billion, with present revenues 
supplemented by the 114-cent motor fuel tax increase, 1960-64, proposed in the 
1960 budget document. Required additional apportionments total $9 billion un- 
der this plan, which also provides for (1) highway trust fund financing of the 
forest highway and public lands programs and (2) an additional 2 cents per 
gallon refund on aviation fuel. 

Chart No. 4 presents highway trust fund financing of the Interstate System 
separated to show (1) $22.6 billion to be paid from present revenues, (2) $4.5 
billion to be paid from reecipts from the additional 1144 cents motor fuel tax 
increase, 1960-64 inclusive, and (3) $8.9 billion of additional revenues required 
to complete the 40,000-mile Interstate System by 1972. 
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Bffects of Alaska statehood 

Since enactment of the Highway Act in 1956 when the Bureau of Public Roads 
acquired the functions and property of the Alaska Road Commission from the 
Department of the Interior, it has performed highway functions in Alaska which 
are normally associated with those of a State highway department. 

As you know, S. 1541, the Alaska omnibus bill, provides for assumption by 
the State of the same functions as are now performed by all other States in 
connection with construction and maintenance of roads. During a transitional 
period, not to exceed June 30, 1964, the State of Alaska could submit to the 
President a request that the Bureau continue to provide services or facilities 
until such services or facilities can be provided by the State. The President 
could finance the cost of such services or facilities from grants authorized in 
the pending omnibus bill. Under proposed legislation the Bureau could also 
perform service for Alaska on a contract basis and receive reimbursement from 
the State for the function and services performed. 

Our budget for Federal-aid highways reflects a reduction of 605 project posi- 
tions as a result of the transfer of highway functions to the new State. While 
we will have a reduction in the number of employees charged directly to Federal- 
aid construction funds it will not likely result in any decrease in the overall 
Bureau employment since under present plans these employees are expected to 
remain on our rolls and be financed from funds authorized by the Alaska omni- 


bus bill. 
ADMINISTRATION AND RESEARCH 


The administration and research limitation authorized for fiscal year 1959 was 
$26,239,000. To convert this amount to a comparable base for fiscal year 1960 
certain adjustments are necessary. There should be added $2,116,000 required 
by the cost of the Federal Employees Pay Act of 1958 ($2,035,000) and the 
additional compensable day in 1960 over 1959 ($81,000). There should be de- 
ducted nonrecurring items amounting to $607,000. With these adjustments the 
base for fiscal year 1960 is $27,748,000. Our request for fiscal year 1960 of 
$29,540,000 is $1,792,000 over the adjusted limitation for 1959. 

Since the submission of the budget in J'anuary and our budget justifications 
there has been a decrease in the pay act supplemental item of $653,500. The 
Bureau volunteered a reduction of $500,000 because we have been unsuccessful 
in meeting our recruitment schedule during the first 9 months of this fiscal year. 
The bill as passed by the House reduced the supplemental an additional $153,500. 
While we have attained savings this fiscal year by virtue of our inability to 
recruit as scheduled scarce highway engineers, qualified appraisers, and other 
essential personnel, we anticipate that we will be able to recruit these vitally 
needed personnel and will start the new fiscal year on July 1 at approximately 
our authorized strength. 


Adjustment within fiscal year 1959 limitation 


The estimate which was approved by the Congress for fiscal year 1959 was 
adjusted to reflect the cost of the engineer pay adjustment authorized by the 
Civil Service Commission effective December 29, 1957. In order to finance 
this unbudgeted cost of $655,000 for fiscal year 1959 the Bureau amended its 
contract with the State of Illinois for the AASHO road test project. (As mat- 
ters turned out, obligations this year will be $653,500 less than expected but 
this savings could not be anticipated early in the fiscal year.) The appropria- 
tion request of $655,000 for this purpose, for fiscal year 1960, provides the 
necessary funds to honor in full our financial commitment in this important 
national research cooperative project. 

In-addition, during 1959, the Bureau reviewed the allocation of administrative 
funds for Alaska and made adjustments to bring administrative allocations 
more in line with Federal-aid offices in the other 48 States. This reprogram- 
ing of funds and positions has enabled the Bureau to meet the additional work- 
load generated by the Federal-Aid Highway Act of 1958 which was approved on 
April 16, 1958. This act increased substantially the authorizations to the States 
and placed an added burden on the Bureau staff which was not fv reseen and 
was not provided for in our original submission of the 1959 estimates. 


Estimate for 1960 


The request for 1960 provides for the full-year cost in fiscal year 1960 for 
those employees who are on or will be on the rolls for only a part of fiseal year 


40514—59 23 

















348 


1959. Provision has also been made for additional auditor and appraiser posi- 
tions in the field. The junior engineer training program was expanded sub- 
stantially in the last 2 fiscal years when our recruiting efforts for experienced 
highway engineers were unsuccessful. A substantial part of the increase for 
personal service provides for the cost in fiscal year 1960 of these engineer 
trainees. 

The Bureau has conducted an engineer training program over a period of 
many years and the plan of operation has been adjusted from time to time to 
meet changing conditions. The plan for the junior engineers hired at the be 
ginning of fiscal year 1959 provided for assignment to direct construction work 
in the forest and parks for the first 16 months of their training with their 
salaries and other costs paid from project funds. This assignment will be 
concluded about November 1, 1959, at the end of the current construction season, 
At that time these junior engineers will be transferred to regular Federal-aid 
offices in the field and to various Washington office assignments. This change 
in assignment provides additional personnel for Federal-aid work although it 
does not increase the overall employment in the Bureau. However, it will 
necessitate an increase in the administrative limitation to cover the costs of 
these trainees for approximately 8 months of fiscal year 1960 while they will be 
engaged in Federal-aid work. 


Other objects of expenditures 


The largest item of increase in this category provides for increased travel 
requirements for field personnel in the direction and review of Federal-aid 
projects, as well as travel cost of junior engineer trainees who will be trans 
ferred from direct Federal construction work to Federal-aid work in the field 
or to the Washington office. 

Increased funds are required for rental of additional office space in the field 
and rental of GSA motor vehicles. Provision has also been made for the rental 
of auxiliary equipment for our medium-scale computer to facilitate the handling 
of complex engineering and research problems as well as to provide for collec. 
tion, summarization and reporting of statistical and financial information con- 
cerning the status of Federal-aid and other highway projects. 

Additional resources are also requested for air conditioning the Bureav’s 
physical research laboratory at Langley, Va. 


FOREST HIGHWAYS 


The next appropriation item involves liquidating cash requirements for the 
forest highway program. Authorizations for this program are included in the 
biennial highway acts. The Secretary apportions these funds as prescribed by 
the Federal-Aid Highway Act of 1958 which takes into consideration the area 
and value of the land owned by the United States in the national forests. 
Active authorizations at this time are those for fiscal years 1959 and 1960. In 
total, 41 States and Puerto Rico are represented in the apportionment. The 
Highway Act of 1956 authorized an amount of $30 million for fiscal year 1959 
which was apportioned to the States on November 6, 1957. The Highway Act 
of 1958 increased the 1959 authorization by $5 million which was made avail- 
able to the States on April 16, 1958. The 1958 act also authorized $33 million 
for each of the fiscal years 1960 and 1961. The authorization for fiscal year 
1960 was made available to the States effective August 1, 1958. 

As of March 31, 1959, $37.5 million of forest highway funds were programed 
to projects, and construction totaling $35.2 million involving 655.1 miles of 
improvement was underway or advertised. 


Legislative proposal 


The budget document includes a legislative proposal to finance this program 
out of the highway trust fund. We believe trust fund financing of this program 
is both appropriate and reasonable. As you know, the highway trust fund was 
established to provide finnacing of improvements on the Federal-aid highway 
systems. Since &2 percent of the present forest highways are a part of either 
the Federal-aid primary or secondary systems, and 95 percent of the remaining 
18 percent which are not presently on one of the Federal-aid systems could be 
made a part of the system at the State’s request, it would appear logical t0 
finance the cost of forest highways as a part of the overall highway trust fund 
expenditures. Under a legislative proposal now being prepared for submission 
to the Congress, forest highway work after July 1, 1959, will be limited to 
projects on the Federal-aid highway systems. 
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Our appropriation request from the highway trust fund for 1960 is $37.1 mil- 
lion although our additional cash requirements for the fiscal year are estimated 
at $80 million. The reason for this request lies in the fact that the estimated 
unexpended balance of $7.1 million of general fund appropriations which would 
have been available for this purpose are proposed for rescission as of June 30, 
1959, thereby providing trust fund financing for all payments subsequent to 
June 30, 1959. 

PUBLIC LANDS HIGHWAYS 

The third and final appropriation item in the estimate of the Bureau of Pub- 
lie Roads is for public lands highways. The request of $4 million provides for 
liquidation of all authorizations through fiscal year 1960. Currently, active 
public lands highway authorizations are those provided by the Federal-Aid 
Highway Acts of 1956 and 1958. The 1956 act authorized $2 million for fiscal 
year 1959. This authorization was increased $1 million by the 1958 act. Fur- 
ther the 1958 act authorized $3 million for each of the fiscal years 1960 and 
1961. Except for a small reserve for overruns and future year administrative 
costs, all funds through the 1960 authorizations have been allocated to projects. 

Public lands funds are not apportioned among the States. The selection of 
projects is on the basis of needs of the various States as determined by the 
Federal Highway Administrator on application by the highway departments. 
The States are not required to participate in the cost of public lands highways 
projects. 

As in the case of the forest highways appropriation request, the budget pro- 
poses legislation to finance this program from the highway trust fund. All 
currently authorized projects are on the Federal-aid systems, in accordance 
with the policy prescribed by the authorizing legislation. The only basic differ- 
ence between public lands highway projects and Federal-aid primary and 
secondary projects is that there is no State matching requirement. It would 
seem logical that public lands highway projects should be financed from the 
highway trust fund. 

Mr. Tauiuamy. Mr. Chairman, I would like to highlight the state- 
ment by dise ussing in the forepart of my remarks the progress that has 
been made in the advancement of the construction program. Obvi- 
ously, the rate at which we are advancing the program and the rate 
which we anticipate we will be able to do so in the future is impor- 
tant to the budget and our request. 

After that, I would like to describe briefly the financial problem 
with which we are confronted, the relationship between the long- 
range financial program and the legislation under which we are op- 
erating. That, too, vitally affects the requests for appropriations. 
After that, I thought you ‘might have some questions regarding that 
phase of my discussion. F ollowing that, I would like to describe in 
general some of the individual budget items which are before you and 
then my staff can analyze for you any of the details that are presented 


in the budget. 
PROGRESS OF THE INTERSTATE PROGRAM 


First of all, I am happy to report that we are on schedule with the 
construction of the Interstate program. Two and a-half years ago we 
developed a plan of construction which would complete the Interstate 
System in accordance with the authorizing legislation and the funds 
available. Between July 1, 1956, and April 1, 1959, we have obligated 
$5 billion in Federal aid for the Interstate program which involves 
a total cost, including State money, of $5.9 billion. This is 105 percent 
of the goal that we established 214 vears ago. We are keeping pace 
with the goal. ‘That money represents, as far as the Federal ayer 
of it is concerned, $3.4 billion in actual construction contracts; $400 
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million in engineering, surveys, and design, and $1 billion in acquisi- 
tion of right-of-way for a total of $5 billion in Federal funds, 
We have completed i in this period 1,200 actual projec ts on the Inter- 
state Highway System, involving a total cost of $1.1 billion, and $900 
million in Federal funds. This involves 3,600 miles of contract con- 
struction of which 2,300 represent finished jobs, including high-type 
pavements and 1,300 miles represent. projects which are ‘eraded and 
drained, and are now ready for paving. Included in this work are 
2,500 bridges. 
PROGRESS OF THE ABC PROGRAMS 


One of the things we are very happy about in this program is that 
it is a balanced program. We are not devoting all of our attention, 
nor all our financial resources, to the Interstate System alone, but we 
are devoting an equal amount of attention to the ABC program, the 
primary, secondary, and urban highways. 

At the same time we established our long-range construction pro- 
gram for the Interstate System, we also established one for the ABC 
systems, as I call the primary, secondary and urban programs. 

Between July 1, 1956, and April of this year, we are at 101 percent 
of the established goal we made 214 years Ago. This involves work at 
a total cost of $4.5 billion, of which $2.3 billion is Federal funds, 
There was a considerable amount of carryover work when this program 
was started and including that carryover, plus the work we placed 
under contract in this period of time, we have finished 17,000 projects 
in the ABC program, involving a total cost of $4 billion, of which Fed- 
eral funds amounted to $2 billion. 

This program also included completing 65,000 miles of highway im- 
provement and 11,000 bridges. 


SPECIAL AUTHORIZATION FOR FISCAL YEAR 1959 


You will recall last year we were confronted with the development 
of a special $400 million program to be allocated for the ABC type of 
construction. The bill, as I recall it, was signed into law on April 16, 
1958. It required that we have $400 million worth of work under con- 
tract by December 1, for a type of work which was to be completed by 
December 1 of this year. 

IT am happy to report that all of that work was placed under con- 
tract within the time limitation and it represents a good. sound, solid 
type of highway construction. It involves 12,000 miles of different 
types of highway improvement which will be completed by Decem- 
ber 1 of this year. 

Along with that program we were authorized to make advances 
in the form of loans to States which do not wish to use or did not 
have available their own money to match this special program. $115 
million was made available for that purpose and $103 million was 
actually used on a loan basis. Some of the States did not take up their 


full : apportionment of the loan because it has to be paid back from sub- 
sequent apportionments. 
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USE OF FUNDS BY THE STATES 


Another way of looking at the progress that we are making is to 
compare the funds we have available since the beginning of the pro- 
gram up to and through the current fiscal year in which we are 
operating. 

So far as the Interstate Highway System is concerned, as of April 
of this year the States have obligated for a U.S. average 97 percent of 
1959 funds and all of prior-year funds which have been made avail- 
able. In other words, we have used all prior-year funds and 97 per- 
cent of the 1959 fiscal year funds that are available for the Interstate 
System and yet only 75 percent of the fiscal year has passed. Eighteen 
States are already using the 1960 fiscal year funds and, insofar as the 
U.S. average for the ABC program is concerned, we are now at 84 
percent of the 1959 fiscal year funds. Sixteen States are using 1960 
fiscal year funds. 

TOTAL FUNDS PROGRAMED 


Last year you particularly were interested in the total of our overall 
program. 

Our overall program, includes not only these items which I have 
mentioned, but an additional item of programed work as well. 

Programed work represents the first step in Federal-aid work in 
that we enter into a commitment with a State that a specific project 
will be advanced and after that step we authorize a State to proceed 
with contracts for engineering and the purchase of right-of-way. It is 
an authorization for a specific job. As of April 1, 1959, we have proj- 
ects programed and actually underway in the form of construction, 
right-of-way, purchase, or engineering, to the extent of $9,700 million 
worth of work. We have projected for 1960 $10,700 million worth. 


STATUS OF THE TRUST FUND 


Your interest, no doubt, will be immediately focused upon the rela- 
tionship between this programed work and the construction work and 
the estimates we have for receipts of funds going into the trust fund 
which supports the program. 

In 1956 the Congress had before it an estimate of revenue into the 
Trust Fund and that estimate, broken down between the beginning 
of the program, July 1, 1956, and as of March 31, 1959, anticipated a 
yield for the trust fund of $5,074 million. 

Actual receipts were $5,058 million. 

It was a very close estimate indeed. 

Actual expenditures in this same period of time amounted to $4,566 
million, leaving a balance in the trust fund as of the first of April of 
this year of $492 million. However, from July 1, 1956, to June 30, 
1960, the receipts into the trust fund for that whole period are esti- 
mated to be $7,689 million. Our expenditures are estimated to be 
$7,930 million which will then create a deficit in the trust fund of 
$241 million. 

Mr. Preston. That is for fiscal year 1960 

Mr. Tarxamy. That is right. 
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Mr. Preston. That is the first period under the program where you 
find yourselves financially unable to meet your program or to make 
obligations that should be placed under the program ? 

Mr. Tattamy. That is right. 

Mr. Preston. 1960 ¢ 

Mr. Tattamy. We have already made our apportionment for 1960, 
but we will not be able to make the apportionment for 1961. The 
first time that a deficit appears in the trust fund under the authoriza- 
tions of the legislation—1956 and 1958—is at the end of fiscal 1960, 

Mr. Preston. What kind of fiscal problem is that going to pose ? 

Mr. Tatiamy. I have some ch: ope which I would like to have you 
refer to, Mr. Chairman. They are at the back of my prepared state- 
ment and I think it would bea little easier for you to understand them 
if I explained them. 

Mr. Preston. What page? 

Mr. Tarnamy. Page 14. However, before getting into the details 
of those, I would like to point out that this deficit 1 is actually caused 
by the 1958 legislation which authorized a suspension of section 209 (g) 
of the act which required that no : ipportionments be made to the States 
which would create expenditures in excess of the ability of the trust 
fund to meet those expenditures when they become due. 

Chart No. 1 on page 14 indicates what apportionments have been 
made and can be made under the authorizations of the 1956 and 
1958 acts. 

(The ch: ut re ‘ferred to appears on p. 343.) 

t nder 1957, you will see an apportionment authorized of $1 billion; 
1958, $1.7 billion; 1959, $2.2 billion. 

In the 1956 legislation the authorization was $2 billion and it was 
increased to $2.2 billion in the 1958 legislation. 

Then, under 1960, you will see an authorization of $2.5 billion pro- 
vided by the 1958 act, which was apportioned. The 1956 legislation, 
however, provided for only a $2.2 billion authorization. 

The 1958 legislation authorized $2.5 billion for 1961. The 1956 
legislation authorized $2.2 billion and it carried $2.2 billion generally 
over to the latter part of the program. 

The 1958 legislation suspended section 209(@) which was that 
controlling item in the 1956 act making it impossible for us to create 
obligations beyond the trust fund’s ability to liquidate them. The 
1958 act suspended that for 1959 and 1960 but it did not suspend it 
for 1961. 

Mr. Froop. Mr. Chairman, will you yield? 

Mr. Preston. Yes. 

Mr. Frioop. You might indicate, if you know, the reasons for the 
Congress taking that action. 

Mr. Tatiamy. The three actions were included in the 1958 act which 
had a bearing on this. One was the authorization of $400 million for 
the special ABC program. 

Mr. Froop. Why? Just a sentence if you know. 

Mr. Preston. That is what he was leading up to. 

Mr. Tatnamy. I was going to lead up to that and tell you why. 

Four hundred million doll: ars for the D fund and then it increased 
the interstate authorizations $200 million in 1959 and $300 million in 
1960 because there was a feeling that we were, what might commonly be 
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called, slipping into a recession of some sort. It was anticipated that 
a public works program w ould help to hold that at the right level. 

Mr. Froop. If the gentleman would yield further, why this casual 
way of disposing of 5 million unemploy ed ? 

Mr. Preston. I recall that was the justification. 

Mr. Froop. Mr. C —— we were under the impression in Con- 
gress that the Nation was faced with a very serious economic condi- 
tion and that there were pretty close to 5 million unemployed. Our 
impression was that instead of a hypothetical or anticipated possi- 
bility of difficulty economically, we were actually confronted with a 
fait accompli—d million unemployed. 

Did you not think so? 

Mr. Tattamy. Iam an administrator not an economist. 

Mr. Froop. That is the first time I knew I was an economist. 

Mr. Tattamy. May I continue on this ? 

Mr. Frioop. That is what you came for. You may as well. 

Mr. Tattamy. Because of those apportionments in 1959 and 1960 
which I have just mentioned, and the suspension of section 209(¢), 
we apportioned $1.5 billion more than the trust fund would support. 

As a result of that, we are not able to make apportionments for 
1961. The e apportionment for 1962 would only be $500 million, and 
then that could increase in 1963 to $1.6 billion for 2 years and then 
jump in 1965 to $1.7 billion and up to $1.8 billion in 1969-70 and drop 
down to $1.499 billion in 1971. 

There would be $2,626 million authorized which we would not be 
able to apportion because the act terminates the trust fund in 1972 
and all the work has to be completed in 1972. 


REVENUES AND EXPENDITURES 


Chart No. 2 is a very interesting one in many respects because it 
shows the primary, secondary, and urban expenditures anticipated, 
not apportionments, but expenditures along with those that have been 
made and are anticipated for the Interstate Highway System. 

(Nore.—The chart referred to appears on p. 344.) 

In 1957, we made an expenditure of $966 million of which $758 
million was for ABC programs. Our receipts into the trust fund 
were $1,482 million so we had a surplus of $516 million. 

In 1958, we had an expenditure of $1.5 billion roughly and at that 
particular time we had revenue in the trust fund of $2,044 million. 

In 1959 our expenditure will be $2,451 million, whereas the revenue 
will only be $2,041 million. 

We use up $410 million of the surplus we have created in prior 
years. 

In 1960 our total expenditures are estimated to be $3 billion and 
at that time we use up the remaining amount of the surplus, which is 
$639 million, creating a deficit which I mentioned previously of $241 
million for that year. 

Based on obligations already made and apportionments to the 
States, in 1961 we will spend $2,711 million as compared to a revenue 
of $2,195 million. 

In those 2 years of 1960 and 1961 we will create a total of $757 
million deficit in the trust fund. 
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The next year in 1962, however, if we make no apportionment this 
year, we will be able to begin to pay back to the general fund to the 
extent of $95 million. The - following year, 1963 

Mr. Fioop. I beg your pardon. 

You said, “this year”. 

If you do not make an apportionment this year? What year? 

Mr. ‘Yattamy. This calendar year for fiscal year 1961. This calen- 
dar year. 

We normally make the apportionments for the Interstate System 
and for primary, secondary and urban work about 2 years in advance, 
It is really 1 year in advance of the beginning of the fiscal year, 2 
years in advance of the completion of the fiscal year. 

In July of this year we would make the apportionment for 1961 
which begins next year. In 1963 fiscal year we will pay all the deficit 
back to the general fund as it is presently required. As a result of 
apportionments which would begin 3 years from now, we would pick 
up again in 1964 so that the expenditure at that time would agaln 
rise to $2,392 million. 

One of the interesting things and important things about this chart 
is the rapid increase in construction going from $966 million to $15 
billion, to $2.4 billion, to $3 billion, and then in 3 years dropping 
down from $3 billion to $1.670 billion. 

The highway departments, the contractors, the materials and equip- 
ment industry have all expanded their organizations in anticipation 
of a continued level somewhere around $3 billion. 





PROPOSED LEGISLATION 


Now we are confronted with this severe dropoff unless some action 
is taken. In recognition of this problem, the budget this year, as sub- 
mitted by the administration to the Congress recommended a 144- 
cent per gallon gas tax increase. They recommended other features 
which are of interest to you. One other feature recommended is that 
the funds required for forest highways and public lands highways 
be taken from the trust fund rather than the general fund. It also 
recommended that the 2-cent gas tax applied to aviation be kept in 
the general fund and not transferred to the trust fund. 

Chart No. 3 reflects all of those reeommendations and shows what 
could be done in the event they are passed. 

(Norp.—The chart referred to appears on p. 345.) 

The apportionment for 1961, which we would make this year, and 
which would be zero under present legislation for the Interstate Sys- 
tem, can be made at $2.5 billion. We have an authorization of $2.2 
billion for 1962 that could be made and from 1963 on those indica- 
tions of apportionments are shown merely to illustrate that a reason- 
able spportioument could be developed to complete the Interstate 
System in 1972 as originally contemplated with the 114-cent gas tax 

carrying us to 1964, fiscal year. 


REPORTS TO CONGRESS 


I will show you in a few seconds that item in a separate chart. The 
reason we do not indicate precisely what the situation might be in- 
sofar as apportionments after 1962 are concerned is because in 1961 





I 
0 
\ 


TAX att 


co 








his 
the 


en- 


LCe, 
9 


61 
cit 


ick 
Lin 


art 
ng 


Ip- 
on 


on 


he 
n- 
61 


355 


calendar year we are required to submit to the Congress two very im- 
portant studies. One study is a report of the AASHO road test 
project we are making in Illinois now and from that the determina- 
tion of highway-user benefits, and then from that a conclusion as to 
the equitableness of present highway-user taxes. We are studying the 
effects of trucks, buses and passenger cars and different loads in these 
test projects, and from that we will be able to determine the cost of 
construction, cost of maintenance, and operation of highways and 
relate that scientifically to highway-user benefits. 

In addition to that, and as a part of the overall report, required by 
section 210 of the 1956 act we are determining the indirect user- 
beneficiaries of the highway system. Of course, everybody recog- 
nizes, 1 am sure, that there are certain indirect benefits. 

The second study, which is vital, has to do with the cost of com- 
pleting the Interstate System. We will be making another esti- 
mate of the cost of completing the system based upon many more 
years of experience. 

Those two reports will be presented to the Congress and can pro- 
vide a sound basis for consideration of a long-range financing pro- 
gram to complete the system. 

The last chert shows what moneys of the 114-cent gas tax would 
go for interstate highway expenditures. 

(The chart referred to appears on p. 346.) 

In 1960 and 

Mr. Preston. Mr. Tallamy, if you permit me to interrupt you at 
this point, since we do not have that tax yet, should we spend much 
time on that ? 

Mr. Tatuamy. I will not spend much time on it, but I just wanted 
toshow what it would do. 

I think you do have this problem: In fiscal 1960 and 1961, there 
will be a deficit under the present budget of $1.2 billion. That $1.2 
billion differs from the $700-some-odd million which I indicated in 
the previous chart in that the $1.2 billion represents the effect of tak- 
ing from the trust fund the funds required for forest highways and 
the public lands highways, the retention of the aviation gas tax in the 
general fund and the effect of the 1958 act of apportioning authoriza- 
tions which the trust fund could not meet. 

Therefore, there will be a deficit of $1.2 billion that must be met. 

Mr. Preston. Why? 

Mr. Tatiamy. It also includes expenditures resulting from the 
apportionments for 1961 and 1962 funds. 

Mr. Preston. How much will we be short ? 

Mr. Tatuamy. $757 million and more if this budget is approved, 
because there is a deletion of the aviation gas tax from the trust fund 
and the forest highways and public lands funds will come out of the 
trust fund. In other words, forest highways and public lands high- 
ways come out of the general fund now but they will be transferred 
to the trust fund so there will be a net increase of about $50 million 
a year approximately. 

Mr. Preston. Off the record. 

(Discussion off the record.) 
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RESTORATION OF TRUST FUND 





Mr. Horan. How are we going to rebuild the capital structure of 
the trust fund, by direct appropriation ? 

Mr. Tatitamy. The President has recommended a 114- cent gas tax. 

Mr. Horan. If we do not get that, we will have to have a direct 
appropriation ? 

Mr. Tattamy. If we do not get that or additional funds from some 
source, we are not going to be able to apportion any 1961 interstate 
funds. Even so, there will be a deficit of $757 million in 2 years. 

Mr. Horan. Which will have to be repaired if the capital 

Mr. Tattamy. Which would have to be borrowed from the general 
fund. It can be borrowed under existing legislation. 

Mr. Preston. At this point let me ask you this: Does that require 
any action by the Appropriations Committee for you to obtain this 
money from the general fund ? 

Mr. Tatuamy. It will. 

Mr. Preston. When ? 

Mr. Tatiamy. I suppose after Congress considers the 114-cent gas 
tax proposal. 

Mr. Preston. What specific action, if any, is in this budget before 
us today that would apply in any way to this problem ? 

Mr. Tattamy. None. 

Mr. Preston. None at all? 

Mr. Tattamy. None at all. You have nothing on this problem 
today. 

Mr. Preston. We are dealing with the contingency here ? 

Mr. Tattamy. We are dealing with the contingency. 

Mr. James Auten. I think that I should point out that the budget 
today provides for an appropriation out of the trust fund that is based 
upon the current revenue from the present tax, plus an amount from 
the 114 cent additional gas tax. In other words, the appropriation 
request of not more than $2,840 million is in excess of the receipts 
coming in next year under existing legislation. 

Mr. Preston. So if we approve the figure we would be approving 
something we did not have? 

Mr. James ALLEN. You would be approving something in total we 
do not have. The language says, “not to exceed” or “not more than.” 





RESCISSION OF FOREST HIGHWAYS GENERAL FUND APPROPRIATION 


Mr. Preston. What about this rescission shown on page 801 of the 
justifications of the forest highways? 

Mr. Tatiamy. I think that I can explain that. 

The present budget anticipates forest highway funds are to be 
paid out of the trust fund. Our estimated expenditures are $37 mil- 
lion, $7 million of which has already been appropriated out of the 
general fund, so if that $7 million appropriation of the general fund is 
to be rescinded, we have to add the $7 million to the $30 million for 
the trust fund appropriation. 

Mr. Preston. We appropriated $7 million in the current fiscal year? 

Mr. James Atien. Yes, sir. 

Mr. Preston. Is that money on hand and unspent? 
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Mr. James Arten. Unspent and expected to be unspent at the end 
of the current fiscal year 

Mr. Preston. Simply “because projects were not programed ? 

Mr. James Atiten. The work did not go forward fast enough to 
utilize all of those funds. 

Mr. Preston. Did we not undertake to put the forest highways 
under the trust fund last year on the floor of the House and had it 
deleted on a point of order? 

Mr. Tatinamy. Yes; I think that is correct. 

Mr. Preston. How is it put under the trust fund now? Is the 
legislation pending for that purpose or do they expect 

Mr. Tatnamy. That is a budget recommendation again. 

Mr. James Auten. There would have to be legislation proposed to 
the Congress that would authorize the use of the highway trust fund 
for payment of expenditures for forest highway work, 

Mr. Presron. Is it still subject to a point of order as it was last 
year ¢ 

Mr. James Auten. I think it would be subject to a point of order 
unless the legislation is adopted. 

Mr. Preston. I do not see how we can assume we will get by with 
any proposal like that when I know certain Members would be quick 
to make a point of order. The sponsors of the Federal highway pro- 
gram legislation will guard this question very closely and they will 
certainly make a point of order. 

Your request is for $80 million for fiscal year 1960. You have $7 
million on hand. 

Mr. Tatiamy. That is right. 





EFFECT OF GENERAL FUND APPROPRIATION ON PRESIDENT’S BUDGET 


Mr. Presron. Let us assume that we decide not to run the gauntlet, 
so to speak, and put the forest highway program under the trust 
fund. Then we would leave alone the $7 million you have on hand at 
the end of this fiscal year unexpended and put a direct appropriation 
in of $30 million, new money, which — put us in the position of 
having raised the President’s budget $30 million; right? 

Mr. Tattamy. If you put the $ $30 million out of the trust ee 

Mr. Presron. No, I said if we appropriated direct we would, i 
effect, be raising the President’s budget $30 million. 

Is that right? 

Mr. Nriexson. In substance, it would be raising the budget if ap- 
propriated. 

Mr. Preston. If we saw fit not to make the rescission of the direct 
appropriation and we thought that it would be so doubtful that we 
would get by with the transfer of the forest highways program to 
trust fund on the floor, then the only two alternatives would be not 
to appropriate anything, and the other would be to appropriate $30 
million to be put on top of the $7 million you already have on hand. 

Mr. Tatiamy. That is correct, but it would seem to me—I might 





be wrong, but it seems to me—that since the President has recom- 
mended ‘that the $7 million already appropriated be rescinded, that 
you, in effect, have increased it $37 million. 
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Mr. Preston. We have. You are right. It is $37 million instead 
of $30 million. 

This is a little strange to bring us a budget of this sort when he does 
not know at all, or have any ide: My whether the Congress will approve 
his recommendations. 

Here we are at the Appropriations Committee table dealing with 
dacealites that is a contingency, something we do not know will 
happen or not. It puts us in a very awkw ard position. 

Mr. Ceperserc. Will the chairman yield? 
Mr. Preston. Yes. 
PROPOSED LEGISLATION 


Mr. Crperserc. Has this proposal been submitted to the Public 
Works Committee ? 

Mr. Tatiamy. It will be tomorrow. 

Mr. Ceperserc. That answers my question. 

Mr. Tatuamy. The pr oposal will be submitted tomorrow. 

Mr. James Auten. The proposal for financing forest highways 
out of the trust fund will probably be discussed tomorrow at the hear- 
ing, but I think that proposal will go to the House Ways and Means 
Committee. 

Mr. Creperserc. Will you yield further ? 

Mr. Presron. Yes. 

Mr. Creperserc. You mean that the transfer of the funds, either 
out of the trust fund or the appropriated funds, will go to the Ways 
and Means Committee? 

Mr. James Auten. The authority to spend highway trust funds for 
that purpose would go to the Ways and Means Committee. 

Mr. Crpernerc. Are you contemplating making that proposal to 
the Ways and Means Committee, or have you made it? 

Mr. James Aten. The administration is contemplating sending 
down a bill to accomplish that. 

Mr. CeperserG. Are you not a little late? 

Mr. James ALLEN. It would appear to be, yes. 

Mr. Presron. If the Ways and Means ‘Committee has the same 
attitude it had last year, it is not going to approve that proposal. 
They were guarding this trust fund jealously and they did not want 
any enc roachment. Some minor encroachment was proposed and they 
promptly attacked the small amount involved. 

Mr. Horan. Are we under the gun on this subcommittee ? 

Mr. Preston. Yes, we are. 

Mr. Froop. Mr. Chairman, you not only have the problem of the 
trust fund and, in my opinion, it will follow Q.E.D., but you do not 
have the law for a certain requested part of the 337 million. You 
have no law for anything they are asking for here, except maybe one 
small part of the $30 million; a small part but one part. 


APPROPRIATION LANGUAGE 


Mr. Preston. Is there any language change in this title, in this 
chapter, that deals with this question at all? 

Mr. James Atten. There was no language change in the Federal- 
aid highway section. In the Forest highway section there is a 
language change. 
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Mr. Preston. Dealing with this? 

Mr. James Auten. Yes. Line 7, page 87 of the committee print. 

Mr. Preston. This language on page 87 deletes language. 

I follow you now. It creates a new figure of $37,100,000 to be de- 
rived from the highway trust fund. 

Mr. Foop. Off the record. 

( Discussion off the record.) 


EFFECT OF INCREASED GASOLINE TAX 


Mr. Ceperserc. Has any study been made where we reached the 
point of diminishing returns on the gasoline taxes? If you put on a 
cent and a half here now, you are going up to 35 and 40 cents a gallon. 
I think there is a point here someplace 

Mr. Froop. Isn’t it something more fundamental than that con- 
cerned? That is interesting economically, but the question concerned 
is that of sovereignty. States claim that that is an encroachment and 
it is quite a problem. 

That is the reason why most of your colleagues—or at least that 
is the reason they are going to use as the excuse for voting against, 
or refusing to accept, the President’s recommendation of the 114-cent 
gas tax increase—on the theory that the States need that money and 
the States are going to increase the tax and it belongs to the States. 

If the Federal Government wishes to raise any money to supply 
this exhausted trust fund, it must look to other sources of revenue 
other than the gas tax. 

I think that is the opinion of the majority of our colleagues and 
that is their reasoning. 

Mr. Crperserc. There may be some good, sound reasons here, but 
I think that bridge has alreadv been crossed. We already have a 
Federal gasoline tax and we have gone into these areas. It 1s a ques- 
tion now of degree. 

Mr. Froop. It does not mean that you are going to perpetuate an 
evil. As a constitutional point, you stop it anytime you reach it. 
—_ colleagues have reached it. 

[ do not speak for them but that is the “scuttlebutt.” That does 
raise the possibility of another way of raising the money and that 
is, aS one example, a bond issue. 

I am not speaking for them but I am merely analyzing the problem. 

This witness has a deficit at the time his next allocation arises in 
July. His trust fund will be short three-quarters of a billion dollars 
for the purpose of allocating and he says that he needs money to 
fill it. 

The President asks for a gasoline tax and the President is not going 
to get the gasoline tax. Therefor e, your witness does not have three- 
quarters of a billion dollars and therefore he cannot make his allo- 
cation in July for the 1961 calendar year to the States. 

Mr. Preston. It is not a a matter of allocation. It is paying that 
money to satisfy contracts. 

Mr. Froop. They call it allocation. He must allocate to the States. 

His second problem i is that they cannot allocate to the States after 
the suspension is raised unless the States are in a position to show him 
where they have deposited to meet his requirements. There is clear 
indication that now certain States say they will not be able to so do. 
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You have more than one problem. 
Mr. Tattamy. May I comment on that? 
Mr. Preston. Yes, I think it needs clarifying and straightening out. 


SUSPENSION OF STATE APPORTIONMENTS 


Mr. Tatitamy. I want to point out something there. It is worse 
than what you say. We will not be able to apportion to the States 
$2,500 million in July on that 

Mr. Foon. I said that. 

Mr. Tatuamy. I did not quite follow that. We will not be able to 
apportion $2,500 million to the States this July. 

Mr. Fioop. By this July. 

I repeat for the record—it is hard for people who read this record— 
by this July, you mean to take effect in what year? 

Mr. Tatiamy. To take effect in 1961 fiscal year, which is next year. 

Mr. Fioop. Which is next year because our Federal fiscal year runs 
from July 1 to July 1. That is why you mean “next year,” the next 
budget to be considered by this subcommittee ? 

Mr. Tatuamy. That is right. May I also add though that this July, 
if we make the $2.5 billion authorization, a great many States will ac- 
tually be able to enter into contracts this fall as a result of that alloca- 
tion of $2.5 billion. Many States will be out of Federal money this 
summer, one is already out, and if this allocation is not made this 
summer, work is going to stop in many States insofar as the awarding 
of contracts is concerned. Once stopped, it will take considerable time 
to get started again. 

Mr. Fioop. That is the point the chairman made. You also agree 
that there is the additional problem that I raised that, under the law, 
if the suspension expires, all States, even after you allocate and re- 
gardless of whether they contract or not, still have the burden under 
the Federal statute of showing thereupon, bona fides by deposit or 
certificates of deposit. They will not have them for the reasons I state. 

You have a mare’s nest here in the next 5 years. 

Mr. Preston. Have you finished ? 

Mr. Tatiamy. I am finished with the forepart of my statement. 
but I have a few comments regarding to the actual budget which you 
have before you. 

Mr. Preston. We want to make that brief because it would serve no 
useful purpose to go into too great detail. 





ACCURACY OF BUDGET ESTIMATES 


Mr. Tatiamy. It will take me 2 or 3 minutes. 

IT would like to point out that the budget estimate submitted in 
January 1959 calls for an appropriation of $2,840 million. That is 
made up of a number of different items and one of the items is the 
estimated expenditure in 1959 of $2,451 million. 

Our recent estimate as of April 1 is that is going to increase by $149 
million to approximately $2,600 million. 

We have an estimated unexpended balance in the budget before you 
of $162 million as of June 30, 1959 and that unexpended balance will 
now be about $18 million instead of $162 million. 
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However, we are not contemplating any change in the appropria- 
tion request for 1960. This difference in estimated expenditure for 
1959 is brought about by the fact that approximately $74 million 
worth of contract work has come into the payments stage in 1959 for 
the D program. That is this special $400 million program which 
must be over this year. That $74 million is estimated to be paid out 
in 1959 rather than in 1960 so we do not have to repeat it in 1960. 

The other $75 million of the $149 million largely represents in- 
creased payments to the States for Interstate System work in 1959 
as compared to what we had anticipated. If the Interstate System 
payments to the States do not fall off in 1960 because they are paid this 
vear instead of 2 or 3 months from now, it may be necessary at the 
end of the next fiscal year to hold vouchers for a week or so to get us 
over into the next fiscal year. 

We are not contemplating any change in the $2,840 million. 

I did want you to know there was that change. 


PUBLIC LANDS HIGHWAYS 


The only other thing I have of importance to you, I think, is the 
public lands. We have not discussed that item. 

We did discuss forest highways in great detail but public lands 
is in the same situation in that the budget is requesting that appro- 
priations be made from the trust fund rather than the general fund. 
The request is $4 million. 


JUNEAU EQUIPMENT DEPOT 


There is one other thing I would like to bring to your attention and 
that is that last year when we presented our budget we had a request 
in to your committee and it was granted for $225,000 for alteration 
of an equipment depot in Alaska to take care of our office force. That 
was granted. 

We now find that the Department of Health, Education, and Wel- 
fare in Juneau has a building which it is abandoning to the General 
Services Administration. GSA will make that available to us and 
we can alter that to suit our needs for $175,000 instead of $225,000. 

Mr. Preston. You will save us $50,000? 

Mr. Tatiamy. Yes, sir. 

That is the estimate. I am not going to guarantee that $50,000, but 
it is less. 

Mr. Preston. Is it true that the only direct appropriation money 
in here is under the public lands budget 

Mr, TatuaAmy. No, sir. 

Mr. Preston. You have funds appropriated out of the general 
fund ? . 

Mr. Tattamy. According to the President’s budget that also comes 
out of the trust fund. 

Mr. Preston. The public lands? 

Mr. Tatiamy. Yes, sir. 

Mr. Preston. We undertook to do the same thing this last year? 

Mr. Tatiamy. Yes, sir. 

, a Preston. There is no money in this budget out of the general 
und ? 
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Mr. Tatiamy. No, sir. 

Mr. Presron. Appropriated out of the general fund ? 

Mr. Tattamy. No, none. 

Mr. Preston. Under this setup, everything would be under the 
trust fund ? 

Mr. JAmes ALLEN. That is correct. 

Mr. Preston. I would like to insert in the record at this point the 
appropriate green sheets pages of the justifications which relate to 
these main categories with which we are dealing. 


Frperat-Aip Hicguways (Trusr Funp) 
Program and financing 


| 
| 





| 
| 1958 actual 1959 estimate | 1960 estimate 
Program by activities: | 
Direct obligations: | 
1. Grants for construction: | 
(a) Interstate system-__--- bhbatecs ....--| $1, 860, 924, 428 | $2, 180,000,000 | $2, 478, 000, 000 
(}) PEUMOry SIGUE goo cece ca ceencene 411, 348, 726 | 390, 000, 000 401, 000, 000 
(c) Secondary system..-.-.-------- a 253, 451, 687 | 260, 000, 000 268, 000, 000 
(dq) Utien highways. -.\3.5.2455.--.2.. a 201, 240, 843 217, 000, 000 223, 000, 000 


(e) Additional authorization for primary, 
secondary, and urban systems__--- 
(f) Advance of matching funds for addi- 


148, 699, 365 251, 300, 635 











tional authorization. .______- a 38, 087, 952 | Teh, WN Nast cetcescceeee 

(g) Disaster assistance__........-.----- Se 8, 109, 032 9, 613, 317 9, 560, 000 

(h) Undistributed___- ieeucaa et i 2) 207, 158 |___- pepiiake steiner ee 

2. Administration and research ___- -coksacciane 23, 755, 841 25, 174, 000 26, 440, 000 

TM —- ees 

Total direct obligations. .....--..._- axel “ae 947, 825, 032 3,4 410, 000, 000 | _ 3, 406, 000, 000 

Reimbursable obligations: 
L. Grants for consivuction . .. «<< -.2...5556... 508.5. 1, 838, 166 4, 900, 000 | 900, 000 
2. Administration and research: | 

Department of Agriculture......-..----------] 169, 222 274, 000 225, 000 

Department of Defense__._.-..-.-.--------- 61, 599 224, 000 168, 000 

Department of the Interior_._....-...--.-.--- | 591, 534 1, 245, 000 1, 266, 000 
Bureau of Public Roads: | | | 

PI NINO 3s tes cei cee 639, 953 913, 000 1, 100, 000 

Public lands highways----.---.------ =o 22, 792 | 44, 000 43, 000 

Miscellaneous accounts _-..----.----.---- | 143, 764 116, 000 73, 000 

Miscellaneous: 

Other Federal agencies............----- 269, 467 272, 200 218, 000 

Non-Federal sources---_..-------- Sta ed 12, 452 11, 800 7, 000 

Total reimbursable obligations. -__-_----- | S, 78, 949 8, 000, 000 4, 000, 000 


- - - - 

Gn CUMENUNIR < o occcosh enwcscacee ee 951, § 573, 981 - 418, 000, 000 3, 410, 000, 000 
Financing: | 

Unobligated balance brought forward: | 

| 


IIR 802 eh asnnmbeecal on FS. ck eeecaanee tank kaos amaake 
Contract authorization......................... —2, 268, 147,746 |—2, 918, 431, 750 | —2, 920, 252, 225 
Advances and reimbursements from— 
Other accounts. ................ PO SB ite oo ee | —3, 458, 681 —6, 488, 200 —3, 093, 000 
Non-Federal sources. _._---- Tipe aeabl hues — 290, 268 —1, 511, 800 —907, 000 
Recovery of prior year obligs itions. a Oe oll: GF SIS Aaceewscicudesawns 
Unobligated balance carried forward (contract 
WIESE 6 oo wowenavicocauce 2, 918, 431, 750 2, 920, 252, 225 2, 891, 312, 225 
Unobligated balance no longer avail: ible (contract | | 
Sri a ee ce 21, 890, 968 20, 386, 683 20, 440, 000 


Contract authorization (mew) ............----- 3, 620, 000,000 | 3, 430, 000, 000 3, 397, 500, 000 
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Status of unfunded contract authorization 










































































1958 actual 1959 estimate 1960 estimate 
Unfunded balance at beginning of year__..............-- $4, 603, 770, 618 | $6, 511,879,650 | $7, 571, 492, 967 
Contract authorization (new) _........-..-..--.......... 3, 620, 000,000 | 3, 430, 000, 000 3, 397, 500, 000 
Administrative cancellation of unfunded balance_-_._---- —21, 890, 968 —20, 386, 683 — 20, 440, 000 
Unfunded balance at end of year...........-...--..-.-.- —6, 511, 879, 650 |—7, 571, 492, 967 | —8, 108, 552, 967 
Transfer from ‘‘Highway trust fund”’ to liquidate 
contract AtGHOTICAtION . << ons ceiccnccccwcccascu<s 1, 690, 000,000 | 2, 350, 000, 000 2, 840, 000, 000 
Object classification 
1958 actual 1959 estimate | 1960 estimate 
Total number of permanent ee is cites ad rip co uke 486 Oe icteric. 
Full-time equivalent of all other positions...--........_- 128 ee a 
Average number of all employees. ......----.-----.-.--- 482 a occa ns Sethdie 
Number of employees at end of year. .------- eneecenun 765 Behe oda tehewsecta 
Average GS grade and salary.......--.......-.-.--- _|27 $8, 883| 7.8 $6,502 | 7.9 $6, 604 
Personal service obligations: roe : 
PAPMMMORE DOME 62 5 bon anudescivnd ccs ceduccasvas $2, 357, 373 8 a 
Positions other than permanent--..__.....-.....-.-- 804, 971 248, 000 it dos 
OGG? HOTEGAN BETTIE << oo iw ncaa snwceeaes ae 602, 146 SRN fe hints auera ouieecec 
Total personal service obligations _ csemae 3, 764, 490 | 4, 081, 000 ; 
Direct obligations: / 
Ea ee ee 3, 195, 179 5 OO GOO i oe est ceccsciecc 
02 Travel. 140, 908 87, 000 SG vhd Idee 
03 T ransportation of things. ka nhatets 319, 034 GRE Eos coewaainstecace 
04 Communication services- ---..-- hace thea 4,485 SEO Bains 
05 Rents and utility services-__- esigeaspasbeaetaase 47,125 ONT 5c ann = 
06 Printing and reproduction. -----.-..--- Jouaaksan 108 | ee 
07 Other contractual services ---.-.....-.--..--..-.- 157, 379 | 
Services performed by other agencies_..__- 472, 138 114, 000 
08: Supplies and Water... 25.0... 2.20. acco 1, 741, 589 4, 360, 000 : 
Oe SER ab tacghuduciuwdssconaeewcasuuaeny 420, 216 546, 000 is 
10 Lands and structures. - -- Baeciwesa 2, 218, 984 SR EE Aon bomonniccSeons 
11 Grants, subsidies, and contributions... 2, 915, 445, 547 3, 362, 396, 000 3, 379, 560, 000 
13 Refunds, awards, and indemnities- - ---_-__- Wee oe ocne cease peered ocel gid 
15 Taxes and assessments...........-..--.--- 30, 602 55,000 |_- 22 
Subtotal --- 2, 924, 194, 083 | "8, 384, 966, 000 3, 379, 560, 000 
Deduct quarters and subsistence charges..---------- 124, 892 TAD, GOO ise cteesccmexei 
SOCK GITOCE COIBAUIONS . 6s nnn cwansiscxsecscsaes 2, 924, 069, 191 3 384, 826, 000 3, 379, 560, 000 
Reimbursable obligations: : Oe es | 4 pelea 
i EE BUI oii ee rcidwncnclnbatntamennemne 569, 311 | BG B iccesdcecnasike 
tr ne del eenienibniaal 25, 107 POE to cicksaetnwasoe 
0 Transportation of things................s<...<. 56, 844 Ge eas cascdedceuscus 
04 Communication services.............-......---- 799 TOD Brac cintnikimnienin 
05 Rents and utility services......................- 8, 396  Biaaeniactccetdcae 
06 Printing and reproduction. ...---.-.-----..----- 19 | So atienddacdewnsss 
07 Other contractual services...................... 28, 041 i OE Ravwniancnienntune 
Services performed by other agencies.------- 84, 125 BY OO aeniddnwisaasine Lig 
@ Supplies and materials.....................-.... 310, 313 OE Ge fa casitencucacccas 
| MS I a EE ee ee 352, 689 1, 579, 000 900, 000 
1D EARGS BOG MIE 66 onde inn cho acscoknncsesans 395, 374 EG fokeecunanascuss 
11 Grants, subsidies, and contributions-_...-.....- 23, 808 | 
13 Refunds, awards, and indemnities_-..........--- ME Non ncntinmesnanshe lovesensuacn comes 
5D DRE SE BOIS ND cn cnncsecsnasecdiscaunes 5, 453 8, DOE bis sacwnincecaasas 
Sia ra ct Fe a dil oa 1, 860, 419 | 4, 960, 000 | 900, 000 
Deduct quarters and subsistence charges_...-------- 22, 253 | DOE beekiseceicnccesoe 
Total reimbursable obligations_._---......-.------ 1, 838, 166 4, 900, 000 900, 000 
Administration and research “Limitation on general 
RGMINIRIITE OROONIOE oso nccecccc cc cccedkccccccees 25, , 666, 624 28, 274, 000 29, 540, 000 
‘ROU CUMMINS ico dk cl sicnceecciaceueeutdanntes 8 951, 573, 981 3, 418, 000, 000 3, 410, 000, 000 


40514—59——24 
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Summary of requirements 


Appropriation, 1959 $2, 350, 000, 04 


Deduct: 1959 appropriation applied to contract authorization 2, 350, 000, 04 


Base for 1960_ _- soe 
tequirements for 1960: Cash to be applied to contract au- 


thorization__-_ :; . 2, 840, 000, 00 


Total estimate of appropriation, 1960___- 2, 840, 000, 0% 


EXPLANATION OF LANGUAGE CHANGES 


Limitation on general administrative expenses, Federal-aid highways (trust fur 
general provisions 


Publie Law 85-767 approved August 27, 1958, consolidated all highway legis\:. 
tion in one law, as title 23, U.S. Code, “Highways.” The passage of this act has 


necessitated language changes to indicate to the new code references and deleti 
of phrases which are provided for in the codification bill. 


In addition, the proposed language for general administrative expenses provides 


for the replacement of 30 passenger motor vehicles which will be assigned to Put 


Roads field offices in contrast to 50 approved for the current fiscal year. It} 


anticipated that during fiscal year 1960 Public Roads automotive fleet will |! 
reduced by the establishment of GSA motor vehicle pools in several cities in whi 


Public Roads field offices are located. All vehicles scheduled for replacem 
during fiscal year 1960;will meet the GSA replacement standards. 
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Authorizations 


The Federal-Aid Highway Act of 1956 provided a greatly expanded program 
which was further expanded by the Federal-Aid Highway Act of 1958. The 
following tabulation reflects current authorizations by systems which are ayail- 
able for apportionment in the fiscal years 1959 and 1960. 


























1956 act 1958 act Total 

1960 authorization pense in fiscal year 1959: 
PrN RUNES ois c co nccncacaccameateukweeeces wid daweeeee $405, 000, 000 $405, 000, 000 
SeenGare Benet. os Ls. WS ccc e oa nesoees pi shaonaseomscn 270, 000, 000 270, 000 000 
Urban extensions... ___- ‘ied Cepek es : 225, 000, 000 225, 000, 000 
Interstate system __- igiscaee sole $2, 200. 000, 000 300, 000, 000 2, 500, 000, 000 
Totel:.-. 3 : Ruane aera aaa 2% 200, 000, 000, 4 200, D, 000, 000 3, 400, 000, 000 
1961 authorization apportioned in fiscal year 1960: ae ; : 
Primary system ; i an ae i 416, 250, 000 416, 250, 000 
Secondary system__. __-- Seana ye ; 5a55 277, 500, 000 277, 500, 000 
Urban extensions... ___- z Abs 231, 250, 000 231, 250, 000 
TOCA Ants SSS, Sx Ss Se eels. bated ddeaweebe 925, 000, 000 925, 000, 000 
Deduct repayment of advance of matching funds_-..|_----- peas 57, 500, 000 57, 500, 000 
Subtotal ictixbddgdettmcntesmieissuxtadas 867, 500, 000 867, 500, 000 
Interstate program... —- ; 2, 200, 000, 000 300, 000, 000 2, 500, 000, 000 
Total e nee 3. 200, 000, 000 1, 167, 500, 000 3, 367, 500, 000 





In addition the 1958 act provided for apportionment or allocation in fiscal year 
1958 of additional 1959 authorization in the following amounts: 


Pint? BYRDS 2s 2.5 ape teu bees osukameneie pweeecnk =~ s S180; 008, 000 
Secondary system _ - -- oa ee was ccccentcaeae . eee, 000 
a REINA a ei : _.. 100, 000, 000 
GG RYRUOUN Ee os ow anie wet akatamewdusastas a __... 200, 000, 000 
Advance of matching RAI seateten nse acing. aaa a -ccuce | 2TS; 006, 000 

WoOtel). <.oceees ptt Doe Spree 1s eke — souseseue “715, 000, 000 


These authorizations were made available to the States for obligation through 
apportionment by the Secretary of Commerce on April 16, 1957. The increased 
authorizations for the ABC systems were available for expenditure pursuant to 
contracts awarded or work commenced prior to December 1, 1958, for completion 
of construction prior to December 1, 1959. As of December 1, 1958, all of the 
special fund commonly referred to as D funds had been obligated. As of Decem- 
ber 31, the actual obligations under the advance of matching funds commonly 
known as L funds were $103 million. The L funds are to be paid back by deduc- 
tions of equal amounts from the States apportionments for 1961 and 1962. 

The authorizations for fiscal year 1960 totaling $3.4 billion, which are available 
for apportionment in 1959, were apportioned by the Secretary of Commerce 
effective August 1, 1958, in accordance with section 8 of the 1958 Highway Act. 
Progress of the Federal-aid program 

The States are making steady progress in advancing the program. As of De- 
cember 31, 1958, the States have obligated an amount equal to all of the authori- 
zations through 1958 and 76 percent of the 1959 authorizations for the interstate 
program. For the primary, secondary, and urban authorizations the States have 
obligated an amount equal to all of the authorizations through 1958 and 64 per- 
cent of the 1959 authorizations. During the fiscal year 1957 actual obligations 
amounted to 100 percent of the goals that had been established for that year. 
For the fiscal year 1958 the figure was 108 percent of the goal. For the fi first 6 
months of this fiscal year obligations totaled 113 percent of the estimate. For 
the whole period from July 1, 1956, to December 31, 1958, obligations have 
amounted to 106 percent of the projected goal. 
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Status of the program 





The following tables reflect the status of the program as of December 31, 19} 


TOTAL FEDERAL-AID PROGRAMS INCLUDING INTERSTATE 





Project step | Total cost 
Programed only-- Seti dekcucsiinceted ek $1, 994, 666, 313 
Contracts advertised and funds obligated_--.__-| 497, 933, 266 
Contracts awarded, not under construction.-_- 553, 864, 595 | 
Under construction... .-- Be er Cae | 6,197,799, 979 | 
Total active program................... .| 9, 244, 264,153 | 


INTERSTATE PROGR: 


Programmed only---.- Sievoeilest -.s---}| $1, 150, 930, 155 
Contracts advertised and funds obligated. -_.._. 284, 020, 676 
Contracts awarded, not under construction... | 241, 708, 384 
Under construction 3, 645, 227, 065 


Total active program_-_-_- paisa | 5,330, 895, 280 
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Federal funds 


$1, 470, 418, 942 
3 





4, 507, 581, 834 


6, 715, 000, 461 


$1, 027, 384, 060 


3, 134, 795, 577 





4, 617, 149, 717 
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Monthly summary report, December 1958 














Number of Number 
construction Total cost Federal funds Miles of 
projects bridges 
Programed only 653 | $1, 159, 939,155 | $1, 027, 384, 060 1, 743. 5 1, 574 
Authorized July 1, 1956, to date: 
Preliminary engineering 379, 384, 702 334, 358, 276 
Right-of-way acquisition _— 1, 448, 236, 713 1, 105, 629, 514 = 
Construction: 
Contracts advertised. _- 213 284, 020, 676 239, 208, 347 471.3 428 
Contracts awarded 221 241, 708, 384 215, 761, 733 531.9 334 
Under construction or com- 
pleted 2, 088 2, 986, 264, 880 2, 607, 593, 517 5, 685. 7 5, 226 
Total authorized 2, 522 5, 339, 615, 355 4, 502, 551, 387 6, 688. 9 | 5, 988 
Construction completed, July 1, 
1956, to date !__. | 1, 045 944, 382, 948 730, 915, 207 3, 159.3 | 2, 087 








! Includes completed projects authorized prior to July 1, 1956. 


PROGRESS OF THE PRIMARY, SECONDARY, AND URBAN Syst 


Status of program as of Dec. 31, 1958 


‘EM PROGRAM 

















| Number of Number 
|} construction Total cost Federalfunds | Miles | of 
| projects bridges 
Programed only 4,017 $834, 727, 158 $443, 034, 882 | 11, 802.6 2, 207 
Authorized July 1, 1956, to date: | 
Preliminary engineering 98, 569, 051 52, 556, 411 
Right-of-way acquisition | 250, 332, 025 128, 652, 190 
Construction | 15, 828 3, 830, 045, 175 1, 963, 502, 656 | 56, 803.0 | 9, 947 
Total authorized | 15, 828 4, 178, 946, 251 2, 144, 711, 257 | 56, 803.0 | 9, 947 
Construction completed, July 1, | 
1956, to date oanaten | 16, 108 3, 557, 160, 012 1, 827, 840, 77 60, 112.1 10, 217 
| 
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Progress of projects financed from funds authorized by sec. 2(a) and 2(e) (D funds 


and L funds, respectively) of 1958 act, monthly summary report, December 1958 


| Number | | Federal funds 

of con- | Total cost = ET ae 
| struction | 

projects | Dfunds | L funds 


Authorized to date: 
Preliminary engineering__| ba las $167, 030 | $111, 350 $35, 156 
Right-of-way acquisition 770, 264 | 535, 821 148, 026 
Construction: | 

Contracts awarded 





Under construction 2, 067 488, 955, 267 | 312, 223, 404 80, 016, 520 
Completed _-_.......-. 643 | 59,400,495 | 39, 411,393 9, 940, 366 
Total authorized 2, 954 624, 434,189 | 400, 000, 000 102, 778, 668 
Primary -_.....- 1,045 | 367, 315, 092 | 236,135,207 | 64, 396, 715 | 
Secondary I ee 1,717 200, 129, 268 | 127, 904, 634 30, 065, 680 
IRIN os oa ewan cedees eae 192 | 56, 989, 829 35, 960, 159 | 8, 316, 273 
Total authorized _.._..-- 2,954 | 624,434,189 | 400,000,000 | 102, 778, 668 


| 
244 | 75,141,133 | 47,718,032 | 12, 638, 600 | 


| 
| 





Miles 


12, 136. 





Number 
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Status of program authorized by sec. 2(a) and 2(e) (D funds and L funds, respectively) 
of 1958 act, as of Dec. 31, 1958 


Contracts awarded 

































State 

Number | Total cost D funds ! Lfunds | Miles Number 
jof projects of bridges 
DiGING. oJ iswuddsccessadobos | 54 $12, 343, 619 $8, 089, 185 $2, 499, 097 260. 3 37 
ORIG Soo tas Carns 20 5, 971, 689 4, 806, 198 683, 166 76.8 22 
PG. ..ccwunwaucmasenuswee 53 9, 029, 904 5, 880, 738 1, 801, 168 343. 4 34 
NE ccs wibenmecmmmiens | 91 36, 354, 142 22, 073, 488 5, 289, 037 203. 0 66 
Colorado i wcadexanabbisnnal -| 23 9, 356, 593 6, 259, 199 1, 576, 074 | 193. 7 5 
PL... csuucdanannion | 25 6, 277, 162 3, 733, 466 1, 153, 428 36. 4 3 
Delaware <Gokbwecsenateot 7 | 2, 561, 000 1, 706, 285 527, 145 | 22.3 7 
Florida ict ees bd endilsnijel omen diael 43 9, 870, 695 6, 544, 442 2, 021, 859 307.3 6 
Georgia wanvsidhdbbekteal | 34 13, 705, 194 9, 119, 163 2, 817, 302 290. 8 25 
daho ‘ aprleedam ata almatercet | 36 5, 456, 334 3, 936, 209 840, 066 165.9 5 
Illinois ; eT 168 27, 640, 289 17, 803, 047 4, 836, 373 573.9 41 
Sos neh aeienia camawl 71 | 14, 919, 249 542, 6 2, 948, 129 250. 8 18 
lowa - ST IERES 110 | 13, 495, 196 2, 633, 135 400.9 28 
Kansas ckieaiesci cael 152 | 12, 888, 675 2, 509, 636 482.3 93 
EN 6 nec ncuntwibdminbied oat | 41 10, 771, 194 ay 2, 205, 490 112.7 21 
DE: .. Jccocdsuctieeuuws | 32 10, 104, 215 6, 305, 387 1, 948, 005 199. 6 21 
Maine-_. . _— 22 | 4, 570, 827 2, 975, 768 919, 343 4) 
BMI. 6 cnccucnmvuwneeaann | 8 | 7, 825, 153 4, 394, 431 1, 357, 629 | 24.3 4 
Massachusetts daneinn sol 22 | 12, 060, 841 7, 417, 652 | 2, 291, 632 33. 3 14 
Michigan Sd ikea 133 | 21, 694, 785 | 13, 857, 433 | 203, 264 375.9 17 
Minnesota. Stites Bictpincork tradi -| 134 | 16, 301, 976 9, 544, 381 | 422, 892 496. 7 2 
MOOMOD! , So ska ccc cnenont q 73 | 10, 434, 869 6, 374, 195 18, 000 297.7 55 
Missouri ; a 100 | 17, 110, 229 11, 041, 091 3,411,067 | 408.8 73 
Montana ‘ “ bea 38 | 9, 122, 370 | 6, 325, 284 1, 595, 039 267.8 4 
Nebraska — 30 10, 346, 620 | 6, 628, 717 2, 047, 895 212.1 24 
Nevada . 11 | 4,560,729] 3,839,673 | 288, 487 100. 8 2 
New Hampshire 8 | 2,887, 997 | 1, 797, 880 13.5 4 
New Jersey : 23 11, 692, 010 7, 585, 212 | 2, 303, 432 39. 5 7 
New Mexico : | 16 7, 002, 946 | 5, 170, 877 | 1 880 106. 6 9 
New York oat 89 43, 394, 580 25, 765, 119 7, 959, 953 217. 5 | 33 
North Carolina 69 | 14, 539, 770 | 9, 560, 200 | 57 342. 2 37 
North Dakota a 23 | 6, 766, 909 | 4, 511, 272 726 | 392.9 | 1 
Ohio 227 | 26,010, 761 15, 876, 379 | 896 744.9 | 30 
Oklahoma 5 : 36 11, 928, 400 | 7, 668, 061 | 993 | 180.7 | 40 
Oregon ; 72 8, 469, 213 | 5, 898, 916 | , 197 124.9 39 
Pennsylvania 56 | 28, 962, 478 | 19, 217, 078 | }, 982 139. 1 | 52 

Rhode Island ; 22 | 3, 338, 869 | 2, 219, 046 | 76, 620 | 48.8 |- saat 
South Carolina 61 | 8,715, 540 5, 066, 872 |_-- ‘ 282. 3 52 
South Dakota , : 70 7, 385, 519 | 4, 880, 326 | 1, 070, 452 | 402.7 | 12 
Tennessee 62 | 12, 668, 920 | 8, 295, 696 | 2, 562, 897 305. 8 42 
Texas 147 40, 064, 197 | 24, 334, 820 | 7, 518,072 | 1,027.9 226 
Utah 17 4, 754, 423 3, 798, OF ‘ d 72.5 | 6 
Vermont 18 2, 705, 612 | 1, 656, 511, 800 22. 4 | 6 
Virginia 135 11, 896, 207 7, 657 | 2, 365, 867 | 466. 5 | 19 
Washington 87 | 9, 551, 249 6, 1, 674, 258 | 270. 2 6 
West Virginia 33 | 6, 729, 121 4, 3: 1, 336, 012 152. 5 | 4 
Wisconsin 86 | 15, 542, 632 | 9, 2, 810, 900 319. 6 | 38 
Wyoming 10 5, 310, 436 | 3,8 | 748, 548 97.0 | 6 
Alaska 31 8, 004, 000 | 6, | 381, 824 139. 0 6 
Hawaii ci 5| 2,917,066] 1,8 567, 910 13.2 3 
District of Columbia 11 3, 969, 140 | 2, 368, | 731, 875 7.0 l 
Puerto Rico [ bhi 9 4, 452, 645 2, 798, 766 864, 659 14.1 9 
Total. -_. ‘ Ramciemeeeul 2, 954 624, 434, 189 400, 000, 000 102, 778, 668 | 12, 136.2 1, 336 





! Total funds apportioned. 


Progra m estimate for 1960 


The following tables summarize the estimated activity for the fiscal years 1959 
and 1960: 


Fiscal year Fiscal year Difference 
1959 | 1960 | 
! 


Interstate program: 
Authorization 1 $2,500,000,000 |$2,500,000,000 
\9 
1, 


Obligations 


180, 000, 000 |2, 478, 000, 000 | $298, 000, 000 

AB Expenditures |1, 379, 000, 000 |1, 779,000,000 | 400, 000, 000 
C programs: | 

Authorization : | 900,000,000 | 867, 500,000 | ! —57, 500, 000 

Obligations 867, 000,000 | 892, 000, 000 | 25. 000, 000 


Expenditures 841, 000, 000 867, 000, 000 


| 26, 000, 000 








' Represents repayment of one-half of advances authorized by the 1958 act. 
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Appropriations and expenditures 


Funds to liquidate contract authorizations for the Federal-aid highway program 
in the amount of $2,350 million, were appropriated to the Federal-Aid Highway 
Trust Fund for fiscal year 1959. In addition, there was an unexpended balance 
of prior year appropriations in the amount of $263 million as of June 30, 1958, 
making a total available for expenditure in 1959 of $2,613 million. 

Expenditures in fiscal year 1959 are estimated at $2,451 million, leaving ap 
unexpended balance available for 1960 of $162 million._ 

Estimated expenditures for fiscal year 1960 for the Federal-aid highway pro- 
grams are $3,002 million which will require an appropriation from the highway 
trust fund of $2,840 million. : 

The following table reflects the unpaid obligations as of June 30, 1958, and 
estimated unpaid obligations as of June 30, 1959: 


Summary of estimated unpaid obligations, fiscal year 1959 


[In millions] 
































Unpaid | Obliga- Cash Expendi- Unpaid 
obligations, tions, require- tures, obligations, 
June 30, | fiscal year ment fiscal year | June 30, 
1958 1959 1959 1959 
a — —_ om - ie = — = 
Activity: 
I a a tes idee $2, 525 $2, 180 $4, 705 $1, 379 $3, 325 
Primary, secondary, and urban____---- 1, 141 867 2, 008 S41 1, 167 
Ie PE - . cakctucuedatbwnausobnbenan 149 251 400 150 250 
PN TE era ec otientenuneoth et 38 77 115 43 72 
WPNONIE oo oe a ree cc ccd ce 3, 853 3, 375 7, 228 2, 413 4, 815 
Disaster assistance_.................-.- 24 10 34 8 % 
Bridecs Over Gams. - ..i.........525-5.- i Gostoteusna : De ares 2a l 
Administration and research ______..__- 9 | 25 34 30 4 
aa a a | 3, 887 | 3, 410 7, 297 2, 451 4, 846 
Cash availability: 
Siren OLONOO UID 1. O08 ooo the eedaldakeicunacctlmcseusecccce i ne 
PASI. MUMIA NUN NINN or oe Nec cackucliaooneawebos | 2.300 1... Ace 
Unexpended balance, July 1, 1959 peateacintanen Pai ea akin Soe ectatet nMOS 1s oo aoe 
—_ | — | | _ —— - 
Expenditures, fiscal year 1959______- Dea ha i eae esectcacs gee ee 3 408 Vc ccctue 
i \ 1 





Status of the highway trust fund 


The Highway Act of 1956 authorized the expanded highway program and pro- 
vided for the financing of the program through taxes on motor fuel, tires and 
tubes, tread rubber, trucks, buses and trailers. The act established a highway 
trust fund and directed that the Secretary of the Treasury was to transfer monthly 
certain taxes from the general fund to the trust fund. The act further provided 
for annual appropriations from the highway trust fund to the Federal-aid highway 
trust fund to meet the requirements of the States for reimbursement of the Federal 
share of the cost of the Federal-aid highway program. 

It was the original intent that the expanded program be self-financing and 
provision was included in the act which directed that interstate apportionments 
to the States shall be made only after the Secretary of the Treasury has determined 
that sufficient funds will be available in the highway trust fund to defray future 
expenditures which will be required as a result of such apportionments. 

The 1958 Highway Act increased the authorizations for 1959 and 1960 and 
suspended section 209(g) of the 1956 act which enabled the Secretary to apportion 
the full amount of the interstate authorization although receipts into the trust 
fund would not be sufficient to cover the cash requirements of the fund. Under 
existing legislation receipts in the fund will be $241 million short of cash require- 
ments for fiscal year 1960. 

The budget proposes legislation to increase motor fuel taxes by 1% cents per 
gallon in order that adequate revenue will be available in the fund to liquidate 
past obligations under the Federal-aid highway program and to provide for the 
apportionment of the fiscal years 1961 and 1962 authorizations. 7 

The budget further proposes legislation which will finance the forest and public 
lands highway programs out of the highway trust fund and also proposes that the 
portion of the aviation gasoline tax which is currently going into the trust fund 
be retained in the general fund. 
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The following tabulation reflects the estimated status of the highway trust fund 
under both existing and proposed legislation. 


Status of the highway trust fund 


[Millions of dollars] 














| Receipts Expenditures | Balance 
eee 

| Existing Proposed Existing Proposed Existing Proposed 
sale a a at toe Aiea cate nce) es at 
BN isin oo comes meena caaenewln RABE Ao iccwasxccee Sh scien cedaas PRIN Bs a ci aces sicmeans 
NI sis spipadsscisisn de be nie teehee einatodps BON tocicconancan Td 68 WE) Lae. ccecccaies 
a alee ee Be sacs eae PE gis cde am eavin +639 {...__. ree 
SO ii as cotivnccaadescatacesane 5 


2, 122 2,819 3, 002 3, 043 | — 241 +415 





1. GRANTS FOR CONSTRUCTION 


(g) Disaster assistance 


BeUIMGLG 1G0es.~ sc eaten sodoeutaacuwouceus nce Seeoeubusské $9, 613, 317 
BUARDGO SOU os oe ose mee oe home cass asw aes aaee 9, 560, 000 


GENERAL 


To assure availability of funds to meet emergencies Congress has since 1934 
provided authorizations for the repair or reconstruction of highways and bridges 
on the Federal-aid systems which have been damaged or destroyed by floods, 
hurricanes, earthquakes, landslides or other disasters over a wide area. Section 7 
of the Federal-Aid Highway Act of 1952 provided permanent authorizations on a 
continuing annual basis of $10 million per year, beginning with the fiscal year 
1953. Section 118 of the Federal-Aid Highway Act of 1956 amended section 7 
of the 1952 act increasing the annual authorizations from $10 million to $30 million 
beginning with the fiscal year 1956. 


ESTIMATES FOR FISCAL YEARS 1959 AND 1960 


While approximately $8 million was obligated during fiscal year 1958 to provide 
Federal assistance to the States under the authority of the disaster assistance 
legislation, it is recognized that the severity, frequency, and scope of the hurricanes 
and floods during some years, may be abnormal and beyond the average of recent 
years. Therefore, the estimates for the fiscal years 1959 and 1960 are submitted 
in the amounts of $9,613,317 and $9,560,000 respectively of the $30 million author- 
ized for each year. That portion of each year’s authorization which is not obli- 
gated automatically lapses. 

OPERATION OF PROGRAM 


The disaster assistance program is handled in much the same manner as regular 
Federal-aid highway construction. After damage to roads or bridges has occurred, 
States suffering losses may submit an application for reconstruction of the facili- 
ties under the provisions of the special legislation. As a prerequisite to eligibility 
of projects, an emergency must be proclaimed by the Governor of the State in- 
volved and concurred in by the Secretary of Commerce. Following a finding 
by the Bureau of Public Roads that the damage was caused by emergencies as 
defined in the legislation, the State highway department is authorized to proceed 
with the restoration. Reimbursement is made to the State for work accomplished 
upon the presentation of claims by the State highway department. The payments 
to the States are made from current appropriations for Federal-aid highway work, 
and reimbursement to the regular appropriation is accomplished as necessary by 
appropriate language in the annual appropriation acts. Amounts so reimbursed 
to the Federal-aid highway funds represent liquidation of the applicable flood 
damage restoration authorizations. 
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LIMITATION ON GENERAL ADMINISTRATIVE EXPENSES 





Program and financing 


a 


| 
1958 actual | 1959 estimate 1960 estimate 


Program by activities: Administration and research (total ob- 


NN a here ..-| $25, 666,624 | $28, 274, 000 $29, 540, 000 

Financing: ay 

ENN a ic a Ci a 25, 666,624 | 26, 239, 000 29, 540, 000 
Proposed supplemental due to pay increases. .-........----|-------------- 2, 035, 000 









































Object classification 
| 1958 actual | 1959 estimate | 1960 estimate 
Total number of permanent positions_............-...-----.--| 2, 779 2, 962 3, 076 
Full-time equivalent of all other positions._...........-...---- | 48 46 46 
Average number of all employees- --.-....--.-..--------------- 2, 355 2, 830 2, 978 
Number of employees at end of year_.-.-.-...---.---.----- | 2, 661 2, 841 3, 051 
Aware (ib eres GG CAIOIG ion os co aoe ccc cap oncacnscvee 7.7 $5,883 | 7 8 $6, 502 | 7.9 $6, 604 
01 Personal services: | vig 
a I re ee oe ee ae hs eabarineial $15, 312, 084 $20, 125, 000 $21, 150, 000 
Positions other than permanent._...............---.--- 266, 496 167, 000 200, 000 
SUN MNOUININE NUNN iain a cnc cdaasamemeaiweiera mines 345, 910 358, 000 465, 000 
Total personal services........-.-.-..--------------- | 15,924,490 | 20, 650, 000 21, 815, 000 
Of: ee a cheese idea an ads senasiecabiy ou neie 1, 027, 959 | 1, 463, 000 1, 785, 000 
OR “veritas Cl SEG ogc nnn nna etn cic descece | 105, 573 155, 000 155, 000 
ie  nINIINOND CII TBOD Soe oo cn cecmodace ss | 284, 560 298, 000 340, 000 
er a I II, cect ewan accu cccounn 522, 663 | 883, 000 1, 048, 000 
OB Er i TU nn sin 6 eivn onic ccc cans | 94, 497 119, 000 | 119, 000 
G7 (iner cumiraereel Or vices... .. . 5c. 55 ei... | 359, 707 330, 000 330, 000 
Services performed by other agencies_____.....-------- 1, 079, 123 945, 000 1, 065, 000 
ee 7 Ree ET een ks awihneewnwenes 307, 523 326, 000 326, 000 
ib ss I 2 53 os oe cc cme iahonmab ans Sitesi 610, 551 600, 000 500, 000 
10 Lands and structures- - : i a al ea tia, pacieiaeh ce sekshnaenn 225, 000 m 
11 Grants, subsidies, and contributions__..............-..-- 5, 318, 668 2, 253, 000 2, 030, 000 
13 Refunds, awards, and indemnities._..........._- pe 23, 219 19, 000 19, 000 
15 Taxes and assessments...............-- LES SS onen 8, 091 8, 000 8, 000 
nnn WINN 8 eS dk shiva eeees <6 25, 666, 624 28, 274, 000 | 29, 540, 000 
Summary of requirements 
REINO) SIN CORE ONO iii ce cunieasencodiececbecaCacsubcescenwonsueacpacencsaceemensnenn $26, 239, 000 
Add: 
Proposed supplemental due to pay increase... -_-.-..-----..-------------------- $2, 035, 000 
Additional compensable day over 1959. __......----.-------- pape nema ee 81, 000 
NE et Be ne eee Cee a ok anh a icae Sn apeuman ane copa ame eases 2, 116, 000 
Deduct: 
Nonrecurring items— 
TR ie en ema hankenedentandaawaanoe $282, 000 
I IE IN oS aod ona Une naienenananndaep eaecbanainsnene 225, 000 
Purchase of motor vehicles................-.--.-----.- ihintenkikehnenaaaaae 30, 000 
nen MUI pe 6 ta ne npwih Sinnindnawihasnhwahabiweae Canes apie 70, 000 
I ree ee ra et rk RS a in eda annnie Sea aaadencasadeddenimevin 607, 000 
NIT ee ee bee oS he crak ob behinds nadia ebb abiisede ainda ouaainiabatobunns 27, 748, 000 
Net difference—1960 over 1959: 
Requirements Difference, 
be ___Jincrease (+) 
or de- 
1959 1960 crease (—) 
adjusted estimate 
PEO NO scents 5 nat a nabewinneaceassiaed $10, 069, 000 |$10, 555,000 | +$486, 000 
Field. ___- Fe eto. ap Sei cc ences 16, 632, 000 | 17, 802,000 | +1, 170, 000 
TRI ND a 2 oe ee 392, 000 528, 000 +136, 000 
Pane Ne Co 6 ensack cance cas ciwes Sec nkiasessn 655, 000 SND Nite cnaconenen 
Rosen orc oe oe 7, 748, 000 | 29, 540,000 | +1, 792,000 1, 792, 000 
| | anes 


TERS ORRIN 0 SEDER TID is i een ob ect ciccedmendbbacccoentneescnancenannn 29, 540, 000 
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Forest Hicuways (Trust Funp) (LIQUIDATION OF CONTRACT 
AUTHORIZATION) 


Program and financing 


| 1958 actual | 1959 estimate | 1960 estimate 
| 





Program by activities | 


" | 
Direct obligations 





1. Construction..........- neh baked ones ; | $23, 620, 849 $36, 872, 000 $37, 000, 000 
2. Administration ea ; es 639, 953 | 913, 000 | 1, 100, 000 
3. Forest Service administration. ................... 103, 988 | 100, 000 | 100, 000 
Total direct obligations_-_.............-.------ --| 24,364, 790 37,885,000 | 38, 200, 000 

Reimbursable obligations | | 
1. Construction... ‘ won nen nnn nnn w ween ennnne eens! 1,656, O81 | 1, 575, 000 1, 575, 000 
Total obligations......-- gate re ia 26, 020, 871 | 39, 460,000 | 39, 775, 000 

Financing: | 

Comparative transfers from (—) other accounts. -_--- — 26, 020,871 | —39, 460, 000 facnedgcecenecs 


Unobligated balance of prior contract authorization trans- 
ferred from ‘‘ Forest highways”’ ‘ Sa all 
Advances and reimbursements from 
Other accounts 


cited a si-scindacetisesisjiion hey Say: ee 


none swase —1, 400, 000 


Non-Federal sources ; ; dowasnnes a6 salamaiaiet i — 175, 000 
Unobligated balance carried forward (contract authoriza- | 

tion oa ae ane neon . ~e aaa lias ‘ 28, 546, 844 

Contract authorization (new obligational authority) ; eats ae bitin ced 33, 000, 000 


Note.—Estimate is for activities previously carried under ‘‘Forest highways.’’ The amounts obligated 
in 1958 and 1959 are shown in the schedules as comparative transfers, 


Status of unfunded contract authorization 


1958 actual | 1959 estimate 1960 estimate 


Unfunded balance transferred from ‘Forest highways’’ ‘ PPR) SBE ee ee ee $66, 350, 000 
Contract authorization (new) é ; ioc cpeeeseDaeunae 33, 000, 000 
Unfunded balance at end of year-_-- at ne ; = | eve 3 —62, 250, 000 


rransfer from ‘‘Highway trust fund’”’ to liquidate con- 
tract authorization (see below) Seton ‘ onl 37, 100, 000 


Keimbursements from non-Federal sources above are derived from the proceeds of sale of personal 





rty (23 U.S.C. 308 (a) and (b)). 
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Object classification 


1958 actual 








1959 estimate | 1960 estimate 










































































‘Tota! number of permanent positions. -_-- iakotince ade tide tik ate ey 625 625 625 
Full-time equivalent of all other positions_..............-.---- 127 140 140 
Average number of all employees. -_.....-.-----..------------ 576 63) 630 
Number of employees at end of yoar..--...----------.-------- 984 1, 080 1, 08% 
Dees a ONO BNE GREY | 5 onic ik dcendewacecscedcceucsnee 7.7 $5,883 | 7.8 $6,502 | 7.9 $6, 604 
Personal service obligations: 
I NN ee eee oe eae ashame $2, 465, 992 $2, 800, 000 $2, 840, 000 
Positions other than permanent._....--....----.---------- 481, 278 550, 000 550, 000 
SPER EE RR ie ccnadwnivandadcomscnankachoncens 120, 459 150, 000 160, 900 
Total personal service obligations-_..........-.-.-.---_- 3, 067. 729 | 3, 500, 000 3, 550, 000 
Direct obligations: 
ean Oe aaah aamuionus 2, 872, 478 3, 360, 000 3, 407, 000 
ee ee ce ceammancnonaan need anacetnesgs 378, 058 481, 000 483, 000 
Oe RN OT Cac aici ea ence ccdcncens 15, 580 29 000 27, 00 
oe a aaa 9, 160 13, 000 13, 000 
OS. RReeGe NG TICE BOTIOON. . - on cen nnctincccnsnoncus 137, 265 198. 000 193, 000 
a ee arate 11, 711 16, 000 16, 000 
07 Other contractual services. ----.--.----.-..-...-.-...- 130, 229 132, 000 136, 000 
Services performed by other agencies__._.__....._- 1, O86, R5R 1, 236, 000 1, 138, 000 
08 Supplies and materials_._..--- camdieicoactceneweceney 428, 162 513, 000 513, 000 
I ie I eS ee ee ana 272, 318 214, 000 199, 000 
Sy Sere IOS cn ooo cuchunnceuusecccentuan 18, 881, 261 31, 506, 000 31, 891, 000 
11 Grants, subsidies, and contributions.........._....__- 133, 740 174, 000 169, 000 
A aa i eminem 10, 138 18, 000 20, 000 
PIN Siesta nh ade ealedoneencamnnne 24, 366, 958 37, 890, 000 38, 205, 000 
Deduct quarters and subsistence charges-._......-_.--.-_- 2, 168 5, 000 5, 000 
rin! I OR IIINIE oo sion eo rsaneeedknctewcws. 24, 364, 790 37, 885, 000 38, 200, 000 
Reimbursable obligations: 
ae eee eee eee -| 195, 242 140, 000 143, 000 
02 Travel Sila ae aes alae im aie aa ts cl 25, 697 20, 000 20, 000 
eS ear tation OF TOs. og. soon ec ccc ewetccens 1, 059 1, 000 1,00 
ek) RAOIMITICALION BOT VECO ong oc ceccccsccccccoceccwccsna 623 1, 000 1,00 
05 Rents and utility services.......-- SuieinG eee heme 9, 320 8, 000 8, 000 
06 Printing and renroduction_- MeLihak otk Sake cane 797 1, 000 1, 000 
OT “SPENT CIE OLERRS WOU VIORS. < 5 no on crise cccecccenkoice &, 852 6, 000 6, 000 
Services performed by other agencies..___-_..-_-_. 73, 874 45. 000 47, 0M 
Oe ENS Et SOI oc cconcibemsnncainssncmemenens 29, 103 21, 000 21,000 
ip eI ns ont 22 oS eae ek ee eae nceeud 18, 510 9, 000 8, 000 
OD ee CERN oo ninein cn canaemembnkents 1, 283, 358 1, 314, 000 1, 311, 000 
11 Grants, subsidies, and contributions.__....-...---.-_- ] 9, 092 7, 000 7, 000 
RD eee Sen ONION oid ccs nonce concndeanee 691 1, 000 1, 000 
Subtotal-_-- si remre e a Bierce clipe icteacagy aisle 1, 656, 228 1, 575, 000 1, 575, 000 
Deduct quarters and subsistence charges.......__....-.-_- NE icc sc cacinedienceracensereennal 
Total reimbursable obligations................--.-----.- 1, 656, 081 1, 575, 000 1, 575, 000 
— >> OSS ——E—E——EEE 
BETTIE INN ae ebeneacwel 26, 020, 871 39, 460, 000 39, 775, 000 
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Summary of requirements 





REROOTIINR: BON c so 55 a eek cmemeenaeieseeaane ee 0 

Add: Comparative transfer from ‘Forest highways, Department 
of Commerce, Bureau of Public Roads’. ..................- $30, 000, 000 
Deduct: 1959 appropriation applied to contract authorization... —30, 000, 000 
ane TOP 1VGes.256 54.) 2 Sak dean avemaw ecto we weird hex 0 

Requirements for 1960: Cash to be applied to contract authori- 
RN hata Septal oie Cope weed eansies unbiee tere ab ac asi phat 37, 100, 000 
Total estimate of appropriation, 1960__........-..----- 37, 100, 000 


EXPLANATION OF LANGUAGE CHANGES 


Provision has been made in the language to finance this appropriation from 
the highway trust fund rather than from the general fund as in the past. 

Expenditure requirements for fiscal year 1960 are estimated at $37,100,000. 
It is estimated that there will be an unexpended balance of prior appropriations 
for this purpose of $7,100,000 as of June 30, 1959, which would require an appro- 
priation of $30 million to cover total estimated expenditures. 

Since language has been included which will rescind this general fund balance 
of $7,100,000 and return it to miscellaneous receipts of the Treasury, the appro- 
priation request from the highway trust fund is $37,100,000, which will be 
necessary to cover estimated expenditure requirements for fiscal year 1960. 

Other language changes under this head are necessary as a result of passage 
of Public Law 85-767 approved August 27, 1958, the enactment of which 
consolidated all highway legislation into one law. 
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JUSTIFICATION OF ESTIMATES 
Substantive legislation 

Historically, the authorizations for the forest highway program have been 
provided by the periodic Federal-Aid Highway Acts, generally for a 2-year period, 
Active authorizations at this time are those for the fiscal years 1959, 1960, and 
1961 which were provided by the Federal-Aid Highway Acts of 1956 and 1958, 
Authorizations are in the amount of $35 million for fiscal year 1959 and $33 
million for each of the fiscal years 1960 and 1961, whereas the authorization for 
1958 was $30 million and the several preceding years were at an annual level of 
$22.5 million. 

The authorizations for forest highways are apportioned by States in the manner 
prescribed by law, which takes into consideration the area and value of national 
forests within each State. In total, 41 States and Puerto Rico are represented in 
the apportionment. The States are not required to participate in the financing 
of forest highway improvements. , 

The initial fiscal year 1959 authorization of $30 million was apportioned by the 
Secretary of Commerce on November 6, 1957, and the additional fiscal year 1959 
authorization of $5 million was apportioned by the Secretary on April 16, 1958. 
The 1960 authorization in the amount of $33 million became available for appor- 
tionment July 1, 1958, and was apportioned by the Secretary effective August 1, 
1958. 

While the forest highway authorizations are contained in the Federal-aid 
highway legislation, appropriations for liquidation of the authorizations have 
heretofore been made from the general fund of the Treasury, rather than from the 
highway trust fund. It is proposed that the fiscal year 1960 appropriation be 
derived from the highway trust fund and proposed legislation to amend section 
209(f) of the Highway Revenue Act of 1956 will be submitted during the current 
Congress to authorize this method of financing beginning with expenditures made 
on and after July 1, 1959. 


Unappropriated balances of authorizations 


The following tabulation reflects the status of existing fiscal year authorizations 
which have not been fully appropriated: 














| Cumulative 

Available in fiscal year Authorization} Authorized | Apportioned |Appropriated| unappropri- 
ated balance 
| 

BS aii cide il re 1959 | $35, 000, 000 $35, 000, 000 | $8, 750, 000 $26, 250, 000 

A a fetecabawaim 1960 33, 000, 000 Be NO Nien cccanketed 59, 250, 000 

a eee a | 1961 | 33, 000, 000 | Sahat ae acl eacnuaabrs 92, 250, 000 





The budget estimate for fiscal year 1960 of $37,100,000 to be derived from the 
highway trust fund provides for appropriation of $26,250,000 to liquidate the 
unappropriated balance of the 1959 authorization; $3,750,000, a portion of the 
1960 authorization; and $7,100,000 the estimated unexpended balance of the 
general fund as of June 30, 1959, proposed for rescission. In respect to the 

7,100,000, the net effect is that this amount previously appropriated from 
the general fund will be returned to the general fund on June 30, 1959, and 
reappropriated out of the highway trust fund on July 1, 1959. 


Status of program 


The following tabulation reports the status of the forest highway program as of 
December 31, 1958: 














Total cost Forest high- Miles 
way funds 
IRIN INR oe a os pens ounckaauorbemees $27, 694, 733 | $26, 438, 271 413.6 
Advertised, not under construction. -_...-......._------------- 16, 402, 173 15, 263, 807 341.1 
Ren IIII ee tee Ohno nak Dimkiinlwneenabauscense 34, 221, 766 30, 982, 070 515.2 





DN alt ca pecdqenitbendeta hab bor ckwcadtanchesaeds 78, 318,672 | 72, 684, 148 1, 260.9 
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It is expected that during fiscal years 1959 and 1960 the level of the forest 
highway program will be further increased somewhat in terms of both obligations 
and payments as a result of the larger authorizations for those years. 

During the last few years the Bureau has estimated that obligations for this 
program would approximate the amount of the authorization for that year. 
Although forest highways authorizations are customarily apportioned by the 
Secretary of Commerce about 1 year before the fiscal vear for which they are 
authorized, it has not been the practice of the Bureau to obligate on a U.S. total 
basis any substantial amount of the authorization until July 1 of the year for 
which authorized. The 1958 obligations did not keep pace with the authorization 
for that year due to uncertainties of the apportionment formula for future au- 
thorizations. The matter was resolved with enactment of the Federal-Aid High- 
way Act of 1958 and it is anticipated that the lag in obligations will be made up 
in fiscal years 1959 and 1960. 

Authorizations, appropriations, and obligations 


The following tabulation presents a fiscal summary of the postwar forest high 
way program through fiscal year 1960 (1961 authorization): 


Postwar forest highway program, fiscal years 1946-60 


Authorization | Unobligated 
Appropria- | Net obliga- | balance end 


Fiscal year r ; 
tion tions ! of year 








| 
| Amount Year 
a | aie einai J = 
SNS 2 wo veacdsin evgial easeceanmimiisa ines inilnaias $159, 100, 000 1946-55 $121, 600, 000 | $137, 597, 528 $21, 502, 472 
SEE A rete eee 22, 500, 000 1956 18, 500, 000 23, 863, 007 20, 139, 465 
BR <5 34 Siccidaikaseenmaiaiaae, iatadineael 22, 500, 000 1957 24, 750, 000 20, 559, 967 22, 079, 498 
REE SCE SSeS Se SERIF Se ©! 30, 000, 000 | 1958 23, 000, 000 24, O82, 864 27, 996, 634 
I ar sr igi i incon egies eared 35, 000, 000 1959 25, 000, 000 24, 364, 790 38, 631, 844 
tr chino Sun ahuahas cand eda 33, 000, 000 | 1960 30, 000,000 | * 37, 885, 000 2 33, 746, 844 
Ws Se tee iota ee 33, 000, 000 | 1961 2 30, 000,000 | % 38, 200, 000 3 28, 546, 844 
UN acncekneadecnenauemes 335, 100, 000 | pa uivans eee 272, 850,000 | 306, 553, 156 28, 546, 844 





! Includes Bureau of Public Roads and Forest Service Administration. 
2 $37,100,000 gross, less rescission of $7,100,000. 
3 Estimate. 


2. Administration 





BN DO ois ics lee eee mee Gace wna RRR te $913, 000 
PEMA SOI ign Se i ae ee se a sch itso nag dha atacmecaraae eas 1, 100, 000 
1959 1960 Difference: Increase (+) 


or decrease (—) 





Maxi- Maxi- Maxi- 
mum | Aver- mum | Aver- mum | Aver- 
number| age number| age | jnumber| age 








of per- |number|Amount} of per- ;number) Amount | of per- |number} Amount 




















manent| ofall manent} ofall manent} ofall 
posi- posi- posi- posi- posi- posi- 
tions tions tions tions tions tions 
| | 
| - ta ie 
Other contractual serv- | | 
i Fe IM |$013, 000|_.......|...-----|$1, 100, 000]... __...--}4+$187, 000 
| $$ | | —_———__|—— gece a eae 
TOCA OD iestOne a) o.oo cal seca sun | a Ries | Be ee bod | 1, 100, 000|......-.]--... .-| +187, 000 





The forest highway administration consists of the prorated portion of the 
Overall Bureau of Public Roads administrative costs. The increase in 1960 is 
brought about by the increased forest highway construction that will be underway 
during 1960. 


General 

This activity reflects the estimated cost of Public Roads’ administrative ex- 
penses in the conduct of the forest highway program. ‘The cost of administering 
the forest highway program is relatively higher than the cost of administering the 
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Federal-aid highway program because of the basie difference in the way the two 
programs are handled. In the case of the Federal-aid highway program the 
States initiate and carry on the work subject to certain engineering and admin- 
istrative controls exercised by the Bureau of Public Roads. In the conduct of the 
forest highway program the larger part of the work is carried on as direct Federal 
construction. 

The following functions are performed in the regional and division offices in the 
field: Cooperation with the States and the Forest Service in the development of, 
and recommending changes in, the forest highway system; cooperation with the 
States and the Forest Service in the development of programs of projects for 
improvement; direction of all survey and design work performed by project 
personnel; administrative review and award of bids for construction and admin- 
istration of contract matters; engineering review and approval of extra work and 
change orders proposed by resident engineers; field inspections of contract con- 
struction in progress as well as force-account operations; recruitment and assign- 
ment of field engineering forces; as well as the usual administrative, accounting, 
and housekeeping services required in connection with such a program. 

It is not practicable to attempt to isolate, and account separately for, the costs 
incurred by the Bureau of Public Roads in administering the forest highway 


program. Public Roads is organized almost exclusively on a geographical, rather 
than functional, basis in the interest of good management and economical opera- 
tion. Under the existing operating plan, each major organizational unit is 


required to handle all highway programs concerned with its geographical area; 
rence, It would not be possible to isolate administrative costs relating to any 
specific program except through the medium of time-consuming and detailed cost 
accounting, which would necessarily be based, in the end, largely upon estimates 
of time and cost distribution. 

Accordingly, all administrative and research expenses are consolidated into a 
single allotment account for each major organizational unit. The allotment 
accounts are financed on a reimbursable basis by the Federal-aid highway appro- 
priation, which account is reimbursed periodically through a proportionate dis- 
tribution of the gross administrative expenses to the various highway programs 
served. 

In view of the organization and accounting system described above, adminis- 
trative expenses chargeable to the forest highway appropriation are necessarily 
computed on a lump-sum basis. Charges are ultimately recorded against the 
forest highway appropriation under objective classification ‘‘O7 Other contractual 
services. 

1960 fiscal year estimate 

The forest highway estimate for fiscal year 1960 includes $1,100,000 for this 
activity. It should be recognized that the estimate is necessarily flexible in that 
the actual amount charged the forest highway appropriation will be dependent 
upon the relation of the actual forest highway accomplishments to the total actual 
accomplishments under all other programs administered by the Bureau of Public 
Roads. 

3. Forest Service administration 
; aoe ___...... $100, 000 
- : i 100, 000 


Estimate, 1959 
Estimate, 1960 


| . 
1959 1960 Difference: Increase (+) 
or decrease (—) 


| Maxi- | Maxi- | Maxi- | | 

mum | Aver- | mum | Aver- | | imum | Aver- | 
number; age number) age | jnumber| age | 

of per- |jnumber|Amount}| of per- |number| Amount | of per- |number| Amount 
manent| ofall | |manent| of all |manent} ofall | 

posi- | posi- | | posi- | posi- posi- posi- 


| tions | tions | tions | tions 


| 


| 
i= 
| tions | tions 
| 
1 


: 
Other contractual serv- | | 
NE recientes pial alls cs sc OOO acsnanacdiccocecs|) SRO WOO 


Total obligations__|_____- [ee eae 1 ge A ROOT eof | ees i ee 


| | | | 
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General 

The Federal-Aid Highway Act of 1948 provides that the Commissioner of Public 
Roads shall transfer to the Chief of the Forest Service such amounts of Forest 
highway funds that the Forest Service may require to cover its necessary ad- 
ministrative expenses in connection with the Forest highway program. 

The Forest Service determines the area and value of the national forests for the 
Secretary of Agriculture which factors are used in apportioning Forest highway 
authorizations. The selection of routes to be included in the Forest highway 
system and the annual program of projects for construction are a joint cooperative 
effort of the Forest Service, the States and the Bureau of Public Roads. Forest 
officers also review location surveys and construction plans, and inspect completed 
construction prior to acceptance for compliance with Forest land-use and roadside 
preservation policies. Final payment to contractors is not made until the Forest 
Service certifies that the work satisfies these requirements. 

1960 fiscal year estimate 

The Forest highway estimate for fiscal year 1960 includes $100,000 for the re- 
imbursable costs of the Forest Service. This is approximately the same amount 
that has been transferred to that ageney for administrative purposes during the 
past several years. 


Pustic LANDS Hiauways (Trust Funp) (LiqUIDATION oF CONTRACT 
AUTHORIZATION) 


Estimate for activities previously carried under “‘ Public lands highways.’”’ The amounts obli- 
n 1958 and 1959 are shown in the schedules as comparative transfers. 





Program and financing 





| 
1958 actual | 1959 estimate | 1960 estimate 











| 
Program by activities | 


Construction ‘ Si a ae ne caine $2, 117, 878 | $5, 325, 653 2, 957, 000 
2. Administration ; ctnelvnudbbmbakeces pdadaaatie 22, 792 | 44,000 | 43, 000 
DOURT GORI soins dccimacindacamiwapnaatenanbakes 2, 140, 670 5, 369, 653 3, 000, 000 
Financing: 
Comparative transfers from (—) other accounts_--.---- —2, 140,670 | —5, 369, 653 Pee 
Unobligated balance of prior contract authorization trans- | 
ferred from .“* Public lands highways” - . . .... 2.1... .cewnnjoccdceccnséennfeesanksccasteal — 60, 000 
Unobligated balance carried forward (contract authoriza- | 
tion uv Ae Taal a ae re cl i a ee eagle IR a |------------ 60, 000 
Contract authorization (new obligational authority). .|-.-.-.-------- Di ae el oe 3, 000, 000 
| | | 


Status of unfunded contract authorization 


| 1958 actual | 1959 estimate | 1960 estimate 





iii aecebeaee Seca $4, 000, 000 


Unfunded balance transferred from ‘‘ Public lands highways’’- 
Contract authorization (new)-------- ate hobslskc (scp haan aia aaahaen sim eawie becaaies ee 3, 000, 000 
Unfunded balance at end of year-- si nitgicd ens eiataameaegiaantate Ree einhdatncei a tinalatmcedia naan } —8, 000, 000 
Transfer from ‘Highway trust fund” to liquidate con- | 
tract authorization (see below)........---- sli tM ia at i i Nl 4, 000, 000 
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Object classification 











1958 actual | 1959 estimate | 1960 estimate 


























Total number of permanent positions__...............---..-.. 5 8 8g 
Full-time equivalent of all other positions. .__- > sea ziandineaie’ ethene 1 5 5 
Average number of all employees. _.....-.....-.-.-----.------ 5 13 13 
Number of employees at end of year__......-- bs pabcasicls orensasuemeucticdaus | 7 ll ll 
Penney Caen nO RINE nn enon uc descanwenacenccl ao 0 $5, 8 : 7.8 $6, 502. 7.9 $6, 604 
01 Personal services: Tee ciee Mi eee 
NI i isi acini eb ainiaara ly $15, 355 $36, 550 $38, 500 
Positions other than permanent__...-...-.-..-...-.--- 3, 915 22, 000 19, 800 
gE ee eas ne eee 184 450 700 
Total personal services_......----- ag aa ee | 19, 454 59, 000 59, 000 
ak) ee ae a eet ee said — 6, 657 | 8, 000 | 8, 000 
03 Transportation of things.............._.-- ‘ Seite 13 | 50 | 50 
04 Communication services.......................... aes) 26 50 50 
05 Rents and utiltiy services__...........-- spiieieasrawewmKeiee SS 100 100 
66. Printing and reproduction... ..........................-.... 11 100 100 
07 Other contractual services cadet RR aS cue eae wiie | 1,170 1, 500 1, 500 
Services performed by other agencies................-- 32, 497 | 44, 000 43, 000 
OS Supplies anc materials... ................6...-<.s slnheinice! 2,148 3, 000 3, 000 
eee I Cn ee imma 2, 077, 395 5, 251, 253 2, 882, 600 
11 Grants, subsidies, and contributions_...................-- | 1, 211 2, 600 2, 600 
Fn IE ec cease an 2, 140, 670 5, 369, 653 3, 000, 000 
Summary of requirements 
I at a shine pn 0 
Add: 
Comparative transfer from ‘‘Public lands highways, Depart- 
ment of Commerce, Bureau of Public Roads’’____.._-_-_-- $2, 692, 000 
Deduct: 
1959 appropriation applied to contract authorization_-----_--- — 2, 692, 000 
US CoG | RE Ree a et el 0 
Requirements for 1960: 
Cash to be applied to contract authorization__.........----- 4, 000, 000 
Total estimate of appropriation, 1960_-_-_-_-_-_- ainwrnttitedistie Me aaa 


EXPLANATION OF LANGUAGE CHANGES 


Provision has been made in the language to finance this appropriation from the 
“Highway trust fund’’ rather than from the ‘General fund”’ as in the past. 

Language has also been included which will rescind any ‘“‘General fund’’ balances 
of prior appropriations remaining on June 30, 1959; however, it is estimated that 
all prior appropriations under this head will be fully expended on June 30, 1959. 

Other language changes under this head are necessary as a result of passage of 
Public Law 85-767 approved August 27, 1958. The enactment of this Public 
Law consolidated all highway legislation into one law. 
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JUSTIFICATION OF ESTIMATES 
Substantive legislation 


Public lands are defined as “unappropriated or unreserved publie lands, non- 
taxable Indian lands, or other Federal reservations.” Authorizations for public 
lands highways are included in the periodic Federal-aid highway acts, generally 
for a 2-year period. The authorizing legislation provides that the funds shall be 
used for the purpose of assisting those States with large areas of public lands in 
the improvement of sections of main roads—principally on the Federal-aid high- 
way system—which the States may find difficult to finance otherwise. 

Public lands funds are not subject ot apportionment among the States. Rather, 
selection of projects is on the basis of the needs of the various States as reviewed 
and determined by the Federal Highway Administrator on application by the 
highway departments of the respective States. The States are not required to 
participate in the cost of public lands highway projects. 

Active public lands highway authorizations are $3 million for the fiscal year 
1959; $3 million for the fiscal year 1960; and $3 million for the fiscal year 1961, 
provided by the Federal-Aid Highway Acts of 1956 and 1958. Authorizations 
for public lands highways are available for allocation to specific projects 1 year 
preceding the beginning of the fiscal year for which authorized under contract 
authority provided for the program. 

The total authorized through the fiscal year 1959 authorization has been allo- 
cated to specific projects with the exception of a small reserve for administration 
and contingencies. The authorization for fiscal year 1960 in the amount of $3 
million became eligible for allocation to projects July 1, 1958; however, no alloca- 
tions have been made pending approval of the requests from the various States. 
Although the amount available for allocation is $3 million, the requests fram 15 


States total $12,577,200. It is expected that the 1960 authorization will be 
allocated early in calendar year 1959. 

\ppropriations for liquidation of public lands highways authorizations have 
heretofore been made from the general fund of the Treasury. It is proposed that 
the fiseal year 1960 appropriation be derived from the highway trust fund, and 
proposed legislation to amend section 209(f) of the Highway Revenue Act of 1956 
is being introduced during the current Congress to authorize this method of 
financing beginning with expenditures made on and after July 1, 1959. 


Unappropriated balances of authorizations 


The following tabulation reflects the status of existing fiscal year authorizations 
which have not been fully appropriated: 


F | . 
| Appropria- | Cumulative 


Fiscal year authorization | Authorized | tions unappropri- 
| ated balance 
| i 
Wass. cic nk athens Siee baad Saket ; caddie | $3,000,000 | $2,000, 000 $1, 000, 000 
1960 , ee 3, 000, 000 uae | 4, 000, 000 
1961] nea -aheid , . : 


3, 000, OOO |_- as 7, 000, 000 


The 1960 estimate for public lands highways consists of two items: $1 million 
representing the unappropriated balance of the authorization for fiscal year 1959 
and $3 million, the total authorization for fiscal year 1960, leaving an unappro- 
priated balance of $38 million representing the 1961 authorization. 


Status of the program 


The Federal-Aid Highway Act of 1958 enlarged the size of the public lands 
highway program. At the time the act was passed (April 16, 1958), the original 
authorization of $2 million for fiscal year 1959 had been fully allocated to specific 
projects and the additional authorization of $1 million was allocated on June 
23, 1958. 
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A tabulation on the following page reflects, by States, the status of the public 
lands highway program through the 1960 authorization as of December 31, 1958: 


Authorizations for fiscal years 1955-60, as of Dec. 31, 1958 



































Active projects 
| Unobli- 
State Total al- | gated al- | Completed 
located locations Unpaid projects 
Obligated | Payments | obliga- 
| tions 

MN 2 in se tke ieee eect eh $1, 210, 886 
RN iio chad ot sep eorowmnk BRIE Sabid tins ah eee e eck lnaecastatenuawnsaboe aon 190, 000 
SIND honk caweinnancmes 629, 165 |....--------| $150,000 | $83, 895 | $66, 105 479, 165 
OI a ee ee : 2, 125, 509 | 772, 301 be Ben eee 
Nn BO ONO ho cocscinacat ah Soll 2b pier Nae Lae ce tree! 600, 000 
tc Sa ee MNO acacia | BIE a a ee 395, 058 
New Hampshire__._....-..-_- MUO Fonccwtnnaoaad 300, 000 | 104, 726 | PG, MI Ni cwéacwsec 
New Mexico-_-_- ee 926, 221 |__- cmap 300, 000 | 207, 856 92, 144 626, 221 
NS So Sa 2 aS 1, 381, 805 |__- ‘ | 874, 050 | 690, 001 184, 049 507, 755 
ae SOE oe rcnscntocednsntt ais ee baits tegen tel Rai chet gioco: 593, 337 
tg oe ee 1, 250, 000 |_ | 450, 000 | 170, 493 279, 507 800, 000 
Vermont.........<. - ae 450, 000 $200, 000 | 250, 000 | 39, 820 BA, 200 Nudnesariewaad 
Wyoming ed = 700, 000 = . | 400, 000 369, 200 | 30, 800 300, 000 

Bureau of Reclamation, Glen | 
Canyon, Ariz_......- . 600, 000 |__ : = Palak Sens apna inane | sinkameeees 600, 000 
Administration ______- Es 160, 000 | 108, 175 |_- : iss ctiaineinciale ama sates 51, 825 
TI 2,988,019 | 2,988,019 ; ieee Ss psn aT casino ee 
ME 5 ecccessmcecal ae OOD 3, 296, 194 4,849,559 | 2,438, 292 2, 411, 267 6, 354, 247 
Treasury balance acc: =u : : cae eiieely, (MG ty WON loa caccemeee 
Unfinanced allocations..| 4,000,000 | 3, 296, 194 ped geet Sek ee 

Authorizations by fiscal year 

SD ee saa eS ae $2, 500, 000 | 1959___.......-.- is ibaa cag $3, 000, 000 
RR Sete nae saee noes RPE OOD A i ie es ein renee 3, 000, 000 
a Si 3, 000, 000 —___—_— 
SO icite ahaa dni iii ion --- 2,000, 000 Total_.... Fas Stale da es 14, 500, 000 


Estimated cash requirements—July 1, 1958, to June 30, 1960. 

There is available for expenditure in fiscal year 1959 a total of $3,680,441. 
This is made up of an appropriation for fiscal year 1959 of $2,692,000 plus a cash 
carryover of $988,441. As of June 30, 1958, unpaid allocations (exclusive of 1960 
authorizations) amounted to $4,680,441. Thus, an appropriation of $1 million 
is needed to cover present allocations. 

It is anticipated that the 1960 authorization of $3 million will be allocated to 
the States early in calendar year 1959 and will be programed and placed under 
construction during calendar year 1959. 

On this basis an appropriation of $4 million is indicated which will completely 
finance the authorizations through fiscal year 1960. 
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2. Administration 





RUE TOD Mee ci ee oe ae hee ee aie an 6S aig Sai een 
Estimate, 1960- - -_- ae ie oes nara ai alenigeen os eaten otic as s Rae ees sock 43, 000 
1960 | Difference: Increase (+) 


or decrease (—) 





— 
© 
ao 
© 


i 


| 
Maxi- | Maxi- | | Maxi- | 














mum | Aver- mum | Aver- | | mum | Aver- 
number) age | number) age | number} age | 
of per- |number'| Amount) of per- |number, Amount | of per- jnumber; Amount 
|manent| of all manent} of all |/manent) ofall 
| posi- posi- | posi- | posi- | | posi- | posi- 
| tions tions | | tions ‘P tions | | tions | tions 
winabaa r = a irons . ieee ae 
Other contractual serv- | | | | 
NS ERR EL ee , eee $44, 000 |.------ I isn snips | $43, 000 | sci}annnceeeen “SE 680 
Total obligations_|_.......|---.----| 44,000 |_..-.-.-]_-- apone Ne | —1, 000 


The administrative cost during 1960 is to administer the contracts currently 
authorized by the Federal-Aid Highway Act of 1958. The current construction 
availability is estimated to be entirely obligated by June 30, 1960. 

General 

The costs of administering the public lands highway program are relatively 
small and are not specifically identifiable within the framework of a new account- 
ing system which was initiated by the Bureau of Public Roads at the beginning 
of fiscal year 1957. Estimated administrative expenses chargeable to the public 
lands highway appropriation are necessarily computed on a lump-sum basis. 
The charges are ultimately recorded against the public lands highway appro- 
priation under objective classification ‘07 Other contractual services.’’ A more 
complete explanation of the system used by the Bureau of Public Roads in ac- 
counting for its administrative and research expenses may be found in the justifi- 
cation for the activity entitled ‘‘2. Administration,’’ under “Forest highways.’, 
1960 fiscal year estimate 

The public lands highway estimate for fiscal year 1960 includes $43,000 for 
this activity. It should be recognized that the estimate is necessarily flexible in 
that the actual amount charged the public lands highway appropriation will be 
dependent upon the relation of the actual public lands accomplishments to the 
total actual accomplishments under all other programs administered by the 
Bureau of Public Roads. 


ADMINISTRATION AND RESEARCH 


Mr. Preston. On page 829 of the justifications, just referred to, 
we find that you plan to utilize, or to employ, 114 additional em- 
ployees. This i is an increase in the administration and research figure 
by $1,792,000; is that correct? 

Mr. Tatiamy. That is correct. 

Mr. Preston. Will you please explain that? 

Mr. Tatuamy. Yes. That figure of 114 does not represent new 
positions; 53 represent new positions and 40 of them are junior engi- 
neers which will be assigned to the training program; 13 are auditors 
making a total of 53 new positions, and 61 positions are adjustments 


40514—39—_—_-26 
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within the organization now. We have 61 junior engineers working 
on direct construction, so that they are charged to direct construc- 
tion projects. They are going to be transferred to Federal aid high- 
way work so we will have charged to administration 114 additional 
people, although all 114 are not new employees to the Bureau. We 
need this because of the increased workload we have and I think 
that is pretty clearly illustrated on chart No. 2 where the expendi- 
tures between 1959 and 1960, fiscal years, jumps up $550 million, 
from $2.451 billion to $3 billion. 

The planning for the regular Federal-aid highway program and the 
interstate program must go on and the increased construction repre- 
sented by this work, plus the planning work, does require us to have 
these additional emplovees. 


UTILIZATION OF FUNDS BY THE STATES 


Mr. Preston. Mr. Tallamy, do you have a chart showing the 
status of the States with reference to their participation in the inter- 
state highway program? 

Mr. Tauuamy. Yes. I will be very happy to give it to you for the 
record, if you care to have it. 

The chart I am presenting for the record shows the progress of the 
Interstate System program as of March 31, 1959, and indicates that 
the obligations for the U.S. average is 97 percent of all 1959 funds as 
compared with 75 percent of the time that has elapsed. It lists the 
States and shows their positions in the use of 1960 funds, 1959 funds, 
and 1958 funds. 

You will notice in this chart 18 States are already using 1960 funds 
and Ohio has used 98 percent of all of those funds; California, 52; 
Florida, 43; and so on down the line. 

Only six States are using 1958 funds and those are pretty generally 
States which receive a disproportionate amount of funds for the 
Interstate System in the first 3 years. 

(The table referred to follows:) 
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Mr. Fioop. At the end of the fiscal year 1960 your trust fund will 
show a deficit of $750 million, will it not? 

Mr. Tautuamy. In 1961 we will have to draw from the general fund, 
unless additional financing is found, $757 million. 

Mr. FLoop. At the end of the fiscal year 1961? 

Mr. Tatutamy. That is correct. And at the end of the fiscal year 
1960, which is next July, we will have a deficit of $241 million. 

Mr. FLoop. So when you say that Ohio and other States are drawing 
their 1960 funds based on an allocation made 2 years’ before that, you 
are speaking—when you use the phrase 1960 in that connection—of 
the fiscal year 1960? 

Mr. Tauuamy. I am. 

Mr. F.Loop. It is important to distinguish from your July allocation. 

Mr. Tautiamy. That is correct. 

Mr. Preston. Mr. Tallamy, what is the difficulty that causes a 
State to be in the category that I see for one or two here—having 
utilized only 60 percent of 1959 funds? 

Mr. Tattamy. There may be a number of reasons, but one of the 
primary reasons is the apportionments up to 1960 were made on an 
arithmetical formula basis and not on a needs basis. 

Some of those States received more funds in those first few years of 
the program than would be necessary to keep pace with other States 
and all finish on time. You see, it was an arithmetical formula not 
based upon their cost of construction, so they have received more 
money asaresult. Therefore, their progress can be equal to the prog- 
ress of other States and still they will have utilized only 50 percent 
of their funds. 

In other cases, however, they have found it difficult to extend their 
engineering forces, and a very few have had some difficulty in financing. 

| have it for the ABC program if you would like to have it. 

Mr. Preston. I think it would be interesting. 

Mr. Tatiamy. You will see from this table that 16 States are using 
1960 fiscal year funds and 22 States are over 50 percent in the use of 
the 1959 fiscal year funds. 

Mr. Preston. We will insert that table in the record at this point. 
(The table referred to follows: ) 
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Mr. Preston. Mr. Shelley. 

Mr. SHeuiey. I would like to get one thing clear in my mind on 
the subject about which we are speaking. 

Does the showing where they are a little on the low side in the use 
of 1959 funds, or 1960 funds—either one—indicate the reason as 
being inability to go ahead with a planned job because of a tie-in 
with a neighboring State? 

Mr. Tatuamy. Seldom. 

Mr. SHELLEY. Or is it an effort on their part to avoid too great an 
undertaking at any one time? 

Mr. Tauuamy. Neither one, in my opinion. I think that we would 
have to know the specific State to know ee. the reason, but one 
of the big reasons is that up until the fiscal vear 1960 we made the 
apportionment of interstate funds on this hear: half of the money 
available for the Interstate System was apportioned to a State based 
upon the State’s population ratio to the national ratio, and the other 
half was based upon the ratio of the State’s area to the national area, 
the State’s population to the national population, the State’s total 
rural and star route mileage to the national total. That type of 
formula automatically gave some States more money than they could 
use, and much more money than was needed to keep pace with the 
scheduled construction on the Interstate System. Those States 
instead of increasing their revenues to that disproportionate peak, 
which they knew would drop down this year, 1960, when apportion- 
ments were made on a needs basis, kept on a needs formula and are 
continuing on that basis. So they appear moneywise to be low, 
whereas if you look at them from an actual construction standpoint, 
they would not be low. 

Now, however, in some States they had great difficulty in obtaining 
engineering services because their salary scales were low and they 
could not employ the engineers necessary and they got off to a slow 
start. They have been making corrections in that as best they could 
and have been hiring consultants, but the combination of inadequate 
forces at the outset and the low salaries paid made it slow for them 
to correct that situation, and they were slow in planning. 

Mr. SHetitey. For how long a period into the future will the 
unexpended balance be carried over to their credit? 

Mr. Tatuamy. Two vears beyond the fiscal year 

Mr. SHetiey. The year for which it was earmarked? 

Mr. Tatutamy. That is right. No State will lose money, in my 
judgment. 

Mr. SHetiey. You think they will all step up their plans? 

Mr. Tauuamy. They will all make it; I have consulted all of the 
State people on that score. I have urged them to be sure thev keep 
on a logical scale of completion and the ‘vy all assure me they will, and 
they are all absolutely confident they are not going to lose money. 


STATUS OF PROPOSED LEGISLATION 


Mr. Fioop. To restate the legal situation with which we are cor- 
fronted, this budget request is predicated upon the demand, or the 
request for three legislative acts which do not exist. 

The first is the tax on motor fuel, raising it from 3 cents to 4% cents. 
This budget request is predicated upon that sum which does not exist 
and which will require law. 
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Secondly, this budget request is predicated upon a request for law 
which would finance the forest highways and public land highways 
from the highway trust fund, and there is no law for that. 

Thirdly, this budget request is predicated upon a request or legisla- 
tion to retain in the general fund the aviation gasoline tax which is 
presently in the highway trust fund, so unless Congress legislates, 
and unless proper committees of this House, legislative committees, 
authorize law for those three fiscal transactions, then they cannot 
take place and this request will fall of its own weight. 

The only way out of it would be, as we discussed earlier, for this 
committee to attempt to write law into the appropriations bill, which 
would obviously be subject to points of order, which undoubtedly 
will be raised because of the sanctity with which the House regards 
the trust fund. 

Is not that vour legal situation as of this morning? 

Mr. TatuAmy. You have stated the facts correctly. 

Mr. Fioop. As a lawver facing that situation there is not much 
use in my going further with my examination. 

Mr. Horan. Table 5 is 50-50 and the other one is 90-10? 

Mr. Tauuamy. Yes. 


ALLOCATIONS TO BE BASED ON RECOMMENDATIONS OF STATE HIGHWAY 
DEPARTMENTS 


Mr. Horan. There is one thing that bothered me last vear and we 
had quite a discussion on it. Are these shotgun authorizations, or 
allocations of funds for defense highways ne the State road 
commissions? Have you cleared that up, or have you had any re- 
currence of that? It was quite saltamisiaiae to some of us to have 
our own State highway commissions byp: assed. We had an occasion 
in my State, as you know. 

Mr. Tatutamy. You are speaking of the Interstate and Defense 
Highway System? 

Mr. Horan. Yes. 

Mr. Tatutamy. Well, we have no more mileage to allocate, so I 
guess the problem is academic. We cannot make any more. 

Mr. Horan. I certainly do not want it to happen again. 

Mr. Tanuamy. May I tell you, however, that I have advised all 
State highway departments that no allocations of new highway mile- 
age for the Interstate System will be made without the State highway 
departments making their recommendations to us. 


EXTENSION OF PROGRAM OVER ORIGINAL TIME PERIOD 


Mr. CeperBeErG. Is it correct to state that if this highway construc- 
tion program is to go forward as scheduled three things will have to 
happen: first, an increase in revenue, and if these increases in revenue 
are not made available, then, two, the program will have to be financed 
by increasing the national debt, or by debt receipts of some type, and 
[should say, third, the program would then have to be extended over 
its originally intended period. Those are the three alternatives that 
we have; is that not correct? 

Mr. Tautamy. Yes. I think in discussing the extension it should 
be pointed out it means a stopping of the apportionments this year, 
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reducing them to a very small amount next year, and that the actual 
extension would be several years; at least, it would probably take 
3 years to get back the momentum lost by this program stoppage. 


REASON FOR TRUST FUND DEFICIT IN 1960 


Mr. Micueu. You foresee a $241 million deficit in 1960 in the trust 
fund, and I believe it was Secretary Strauss’ testimony which indicated 
that in the first 9 months of this year expenditures were $150 million 
ahead of schedule, and I believe that I asked him the question whether 
or not if this continued at that accelerated rate would not the $241 
million deficit in effect be a low figure and that it could very well be 
more than that? 

Mr. Taxiamy. Of course, it could be, but our best estimates at the 
time would indicate our error would not be substantial. 

First of all, half of this $150 million that you are speaking of relates 
to a program which finishes this calendar year. There are no more 
moneys available for it. That is the $400 million program for ABC 
work, which was established last year, and it must be completed 
under the legislation by December 1 of this year. 

So, if we pay the States more in 1959 than we anticipated, it means 
that we have to pay less in 1960 because there is only that lump sum 
that vou are dealing with. So half your problem is cut out of the 
picture at once. 

Now, the other half: we just have to use our best judgement in 
estimating what the expenditures will be. They may be different 
from what we have estimated here. We do not believe they will be 
so different but what we can delay the actual payments a week or 
two so as to not require an additional appropriation. 

Mr. Micueu. We have been concerned here primarily this morning 
with the fact that the trust fund will be out of kilter, and that of 
course is due principally to the action we took last year by way of 
beefing up the program, so to speak, to counter the recession. 

What is the total amount now that will be spent over and above 
what was normally planned because of the action that we took in 
1958 as a Congress? 

Mr. Tatiamy. Well, if no action was taken this year in regard to 
any of the recommendations in the President’s budget and no sub- 
stitution was made in lieu of those recommendations, we would have 
to borrow from the general fund a total of $757 million. 

Mr. Micuet. So that in a sense has been caused by the action 
that we took in 1958? 

Mr. Tatiamy. That is right. 

Mr. Micueu. We beefed it up to the extent of $757 million? 

Mr. Tattamy. You beefed it up more than that, but by beefing it 
up more than that you actually create a deficit in the trust fund of 
$757 million. You beefed it up by $1.5 billion, but because of the 
time that the payments come due extending over a period of years on 
a construction program, it only creates a deficit of $757 million. 

Mr. Micuet. And your chart No. 2 indicates that in the fiscal year 
1960 an expenditure of $3 billion will be made and then a dropping off 
and a regular accelerated scale of $2.3 billion, $2.4 billion, and $2.5 
billion in successive years. 
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Does this mean without any other action being taken by the Con- 
gress this would generally be the level of expenditures for highways 
in those years? 

Mr. Tautuamy. That is right. 

Mr. Micue.. Now if there were—and I am confident there will 
not be—an increase in the gasoline tax, how much would that level of 
expenditure be raised? 

Mr. Tauiamy. It would go up to about $3.4 billion. 

Mr. Micuex. Over what period of years? 

Mr. Tauutamy. More or less continuous to the end of the program. 
Let me point out the chart that you are looking at, No. 2, includes 
both ABC, the primary, secondary, and urban program and the 
Interstate. These represent expenditures for both programs. 

Mr. Micuex. And presupposing there would be this additional 
source of income, and you would be spending that much more each 
year, would not then the program terminate at an earlier date? 

Mr. Taututamy. No, because about $1 billion a year of that repre- 
sents work going to the primary, secondary, and urban programs, so 
that the interstate portion of it would be around $2.4 billion or $2.5 
billion. 

Mr. Micueu. Have we established clearly without any increase in 
revenue, and having to content yourself simply with what you have 
now, you will simply have to cut back in the program as Congress sees 
fit to give you funds to go on on schedule? Or, whatever we do not 
give you to go along on schedule, the program will have to be cut 
back to that extent; is that correct? 

Mr. Tatitamy. No apportionment at all for the Interstate System 
can be made this year—and that is a cutback from an authorized 
apportionment of $2.5 billion to nothing—and next year we could only 
make $500 million, which is not much out of a $2.2 billion program. 


COST PROJECTIONS 


Mr. Froop. I would like a projection of the cost element over a 
period of the next allocation as of July 1959, for the construction 
2 years ahead, and then from 1961 for the next 2 years. I ask that 
for this reason: There was a shocking and gross underestimate of the 
cost of this entire program, almost by 40 percent, from the day that 
it was born. Now, here we are, and we have detailed for the record 
the fiscal status of this trust fund. We are aware of the request for 
revenue-raising propositions. We know where we are as far as the 
trust fund is concerned and your allocations for 3 years. Now, do 
you have any idea, do you have a crystal ball, do you want to say any- 
thing about the cost structure as against this very problem for the 
same 3 calendar years, or 4 calendar years? 

Mr. Tattamy. Yes. I would judge that the cost estimates we have 
now are good estimates. The bids that we are getting are running 
around 95 percent as an average, of what the present estimate is. 
So, unless we run into a very high inflationary period, and I certainly 
do not have that crystal ball, but assuming the economy being as it 
is now, our estimate is good because we are running about 95 percent 
of what we estimated last year. 

Mr. Fioop. Good. 
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ow, let me ask you this: how are you on bids? Are the contractors 
participating? Do you have any trouble getting bids? 

Mr. Tattamy. Not very often. In some cases we do, but in most 
States we get anywhere from 7 to 10 bids on a letting. 

Mr. Fioop. Is that good? 

Mr. Tatuamy. That is good. 

Mr. Fioop. Let me go back a minute to the fiscal problem you 
have been discussing with all of us in the last half hour. You say at 
the end of the fiscal year 1961 your trust fund will be exhausted to 
the point that you will have to ask for $757 million from the general 
fund. Well, that could reach $1 billion. You speak with such cer- 
tainty of the condition of the general fund in July 1960. The general 
fund itself is in a pretty precarious position. Do not be so sure that 
you can just call up somebody at the general fund and say that if you 
are not busy I would like $1 billion on July 1, 1961. That general 
fund, as of that date, most probably will be in the same condition of 
delicacy as your trust fund. That, of course, you are aware of. 

Mr. Tauuamy. That is right. That is why the 1-cent gasoline 
tax increase recommendation was made. 


ECONOMIC EFFECT OF PROGRAM ACCELERATION 


Mr. FLoop. Or whatever way there is of raising money. You 
realize that you are not limited to a gasoline tax fund. Be sure you 
remember that. 

Now, in view of some of the questions asked here in connection with 
why Congress extended the matching fund law, I would like for your 
office to show on the record in as much detail as is reasonable—and 
by reasonable a paragraph or two will not do—what were the benefits 
that accrued as a result of this suspension. Was Congress wise in 
suspending? How many people gained employment? How was the 
economy assisted? Was it a weapon to strike at any recession? Did 
it serve its purpose? Was it a good thing? Was the purpose and 
intent reasonable, fair, and effective? 

Mr. Tattamy. Do you want me to comment on that now? 

Mr. Fioop. That is up to you. You can comment now and then 
add. 

Mr. Preston. I think that a brief statement will suffice. 

Mr. Tauuamy. I have found a great deal of encouragement in this 
$400 million program. Let me speak about that first. I have said 
publicly many times that I am happy that when we were thinking of 
a program of a public works nature to stimulate the economy we 
decided upon roads because I am certain that every dollar that we 
spend for roads we get back again many times over. And we have 
demonstrated, as a result of this program, should the occasion ever 
arise again to stimulate the economy by public works, that the road 
program should be one of the keys in such a stimulation program. 

We have been able to place $400 million worth of vitally needed 
highways under construction in a few months and it will be done in a 
year and it is creating a lot of employment directly and_ indirectly 
and producing many highway improvements which could not be 
reached by our regular Federal-aid highway program. 

The interstate portion of this program as authorized last year 
helped to keep on the schedule originally contemplated when the 
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1956 act was passed; namely, the completion of the entire Interstate 
System by 1972. Even with the increased cost of the system which we 
spoke of, we were able, as a result of this program, to keep it on 
schedule and not fall back. It has been very successful. 

(The additional statement requested is as follows:) 


PROGRAM ACCELBRATION UnpeErR 1958 Act 


Under the provisions of section 209(g) of the Highway Revenue Act of 1956, the 
full amounts authorized to be appropriated for the Interstate System cannot be 
apportioned to the States if the estimated revenues to be placed in the highway 
trust fund will not be sufficient to defray required expenditures from the fund. 
Prior to passage of the Federal-Aid Highway Act of 1958 it appeared that the 
provisions of section 209(g) would require a reduction in the apportionment of 
interstate funds for the fiscal year 1960 from the $2.2 billion authorized by the 
1956 act to $1.6 billion, which could be supported by the highway trust fund. 

The 1958 act suspended the provisions of section 209(g) for the 1959 and 1960 
fiscal year apportionments. The 1958 act also provided (1) increased authoriza- 
tions of interstate funds in the amount of $200 million for the fiseal year 1959 and 
$300 million for each of the fiscal years 1960 and 1961, (2) a special authorization 
of $400 million of primary, secondary, and urban funds, identified as D funds, 
for supplementing the 1959 apportionment of ABC funds, and (3) an authoriza- 
tion of $115 million to assist the States in matching the additional D funds by 
increasing the Federal share payable on projects financed from the D funds, such 
funds to be repaid from ABC funds authorized for the fiscal years 1961 and 1962. 

The D and L funds and the additional interstate funds authorized for the fiscal 
year 1959 were apportioned to the States on April 16, 1958. Funds authorized 
for the fiscal year 1960 were apportioned effective August 1, 1958. The net 
increase in apportionments authorized by the 1958 act for the fiscal years 1959 
and 1960 were as follows, exclusive of the repayable advances: 


{In billions of dollars] 














| Increase 
Fund | 1956act | 1958act | under 1958 
| | act 
| 
| 
Inter state: | 
Pape CONE SOON. cps ketcasiwelieaae toes 5 baat tecceadlassieacs Secs it $2.0 $2.2 $0. 2 
Fiscal year 1960............ spina bacas wae pariah = coapag eae gin ahaa 1.6 | 2.5 9 
ABC: | 
ROC UTNE as ccccbvicdebuetenensews sakes icc silk Heaita  bhake cieiesie : 4 4 
WAM Ac ci chads shih Onemr ers eh 3.6 | 5.1 | 1.5 
| 
The interstate and ABC programs are advancing rapidly. About 97 percent 


of the 1959 interstate funds and 84 percent of the 1959 ABC funds had been obli- 
gated as of April 1, 1959. 

The program financed from the special $400 million authorization of D funds 
and from repayable advances identified as ‘‘L’’ funds has progressed on schedule 
and in accordance with the intent of the 1958 act. Every State had its entire 
allotment of D funds under contract by December 1, and project agreements had 
been executed by December 31, 1958, as required by the authorizing legislation. 
All but three States used repayable advances authorized by the 1958 act. 

Availability of the special D and L funds and the requirement that they be 
placed under contract by December 1, 1958, did not delay the ABC or interstate 
programs. From April 16, 1958, when the special funds became available for 
obligation, until December 1, 1958, when the D funds were fully obligated, the 
ABC obligations amounted to 113 percent of the projected goal and interstate 
obligations amounted to 118 percent of the goal. 

The special D and L funds are being used almost entirely for construction, with 
associated right-of-way and preliminary engineering work financed with regular 
ABC funds. Contracts were advertised on a total of 12,136 miles of construc- 
tion. This total includes 7,868 miles of high-type bituminous or portland cement 
concrete paving, 2,166 miles of intermediate-type bituminous surfacing, and 
2,058 miles of gravel surfacing or graded and drained earth road. A total of 
1,337 bridges is included, having a total length of 44 miles 
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Total program acceleration and acceleration in employment resulting from the 
additional sums apportioned for the fiscal years 1959 and 1960 are as shown in the 
following table. In addition to the 12,136 contract miles of construction financed 
from the $400 million of special D funds, it is estimated that the $1.1 billion of 
additional interstate funds, with State matching funds, will finance 1,780 contract 
miles of interstate construction. The total acceleration in employment is esti- 
mated to be 196,400 man-years, consisting of 93,500 man-years of direct employ- 
ment and 102,900 man-years of indirect employment. 





Estimated program acceleration 
j (millions of dollars) 


Estimated employment accel- 
eration (man-years) 



































Fund Total cost | | 
SP hn ___| Contract 
| funds miles Direct | Indirect | Total 
Total |Construc- 
| | tion | 
ee | | aati a - = acannon 
8S ST nt $1, 100 $1, 222 $935 1, 780 56, 100 61, 700 117, 80 
ER ee eee eb aekh bale 400 624 | 624 12,136 | 37, 400 a 41, 200 78, 600 
ME oa nr eam anotaee 1, 500 | 1, 846 | 1, 559 13, 916 | 93, 500 | 102, eh 196, 400 


1 Special authorization under sec. 2(a) of 1958 act (“‘D”’ funds). 


Mr. FLoop. Of course, you did create this situation which compli- 
cates the problem—that many States are now faced with the fact 
that they have created expensive organizations to execute their pro- 
grams ahead. Many contractors invited to participate, or who are 
actually participating, have incurred great expense in hardware and 
equipment planning on a long-range continuing program. Both of 
those facts are true and ageravate e the problem that you have outlined 
so far this morning. 

Mr. Tautuamy. That is correct. 


PROJECTED AVERAGE COST PER MILE OF CONSTRUCTION 


Mr. Micuet. Will the gentleman yield for a question closely 
related? 

Do you have a figure of the average cost per mile of construction 
in the Interstate System when it was originally envisioned and what 
it actually is today and what you think it will be 5 years from now? 

Mr. Tatuamy. Well, I think it will be 5 years from now what we 
have presently estimated it to be. 

Mr. Micuet. Have you provided for a cushion, an increase in cost, 
in your projected program 5 years from now? 

Mr. Tautamy. We have provided a cushion in the estimate over the 
completion of the program, which is estimated in 1972. That cushion 
extends over the life of the program and not over a 5-year interval. 
It might be taken up in the last 5 years or it might be taken up in the 
first 5 years. 

Mr. Micuert. How much of a cushion is that percentagewise? 

Mr. Tattamy. It is not very much. 

Mr. Micue.. How much is ‘‘not very much’’? 

Mr. Tatuamy. There is a special item in the estimate of approxi- 
er $400 million. That is an unassigned estimate item and that 
is & 
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COMPARATIVE AVERAGE PER MILE COST OF CONSTRUCTION 


Mr. Micuet. Can I get for the record a comparison of what the 
average cost per mile was during the first year of the Interstate High- 
way construction program and what it is today? 

Mr. Tatuamy. We submitted the estimate of cost last year which 
gives those figures pretty well. I can give you what you ask for, but 
you just cannot say what the average cost is unless you are thinkin 
of a national average. If you are thinking of a national average, 
can get it for you very easily, but a national average should not be 
applied to an urban project in New York or California, nor in Maine 
or some other State because it will throw you way off. 

Mr. MicuHe.. I realize that. 

Mr. Tatuamy. I can give you the national average. 

Mr. Micuet. I want the overall national average, the increase in 
cost in the last couple of years so that we will have some basis for 
going back to the people and saying that there is an increased cost for 
producing airplanes, ships, one thing and another, and this is the 
problem in the highway program. 

Mr. Suettey. What you are after is to show that there has been a 
corresponding increase in the cost of hardware and labor for highway 
work just as there has been for building planes, ships, or big defense 
hardware, or anything else. 

Mr. Micuet. True, and it makes a very vivid picture if I can say 
that X number of dollars per mile of highway then as against X num- 
ber of dollars today. It is just that simple. 

Mr. SHEe.xey. I think it will have to be borne in mind that it can- 
not be applied to any given area. 

Mr. Micueu. Granted. 

Mr. SHEe.uey. It is a national average. It costs far more to build 
aroad in a mountainous area than it does in a flat area 

Mr. Tauiamy. I will be very happy to get it and it will be very easy 
to obtain. 

(The following information was supplied for the record:) 


AVERAGE Cost Per MILE FOR THE INTERSTATE HIGHWAY SYSTEM 
l 


A comparison of the estimated cost per mile of interstate highways on a nationa 
average may be obtained by comparing the estimate of cost to complete the 
Interstate System as submitted to Congress in 1958 with the estimate submitted 
to Congress in 1955. Both estimates include, in addition to the cost of roadway 
and structures, the cost of surveys and design, and the cost of acquisition of 
right-of-way. The figures, of course, are U.S. average and would not necessarily 
apply to any particular location because of numerous variable factors, such as the 
degree of urban development, the general nature of the terrain, subsoil conditions, 
number and types of interchanges and structures, variation in ‘widths and number 
of lanes, and the costs and availability of labor, materials, and equipment. 

The current estimated cost for the Interstate System is $37,622 billion, including 
both Federal and State funds. This corresponds to a figure of $27.645 billion 
authorized by the 1956 act for the corresponding system. In order to make a 
direct comparison of the cost per mile, it is necessary to use in both instances the 
same and most precise estimate of length for the system; namely, the figure of 
38,548 miles, shown in our report to Congress of January 7, 1958. On this basis 
the cost is presently estimated at $976,000 per mile as compared to $717,000 per 
mile calculated from the 1954 estimate which was used in developing the act of 
1956. 

This is an increase of about 37 percent and as quoted below from page 8 of our 
report to Congress of January 7, 1958, House Document 300, 85th Congress, it 
results from: 
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“(1) The nationwide traffic forecasts for 1975 which were made subsequent to 
the 1956 act are 15 percent higher than previous forecasts, resulting in a need for 
more traffic lanes and other facilities. Construction required on the Interstate 
System by this additional traffic accounts for an estimated 5-percent increase in 
needed facilities. 

(2) Section 116(b) of the 1956 act states that it is ‘* * * the intent that local 
needs, to the extent practicable, suitable, and feasible, shall be given equal con- 
sideration with the needs of interstate commerce.’ To serve local needs as 
required by the above portion of the act will require an estimated 63 percent 
more highway grade separations, interchanges, other structures, and additional 
frontage roads than had been considered in determining the amounts authorized 
by the 1956 act. This accounts for an estimated 15-percent increase in total 
work to be done. 

(3) In addition, miscellaneous items such as utility adjustments, lighting, 
signing, and other incidentals account for some increase, probably aggregating 
another 3 percent. 

‘““(4) Highway construction costs of the Interstate System type have risen 
12 percent during the interval between mid-1954 and the last half of 1956 as 
reflected by the Bureau’s price index for Federal-aid highway construction and 
this increase is applicable to all items.” 


LETTER OF REPRESENTATIVE JOSEPH MONTOYA 


Mr. Preston. We will insert in the record at this point a letter 
from Representative Joseph Montoya of New Mexico, together with 
a letter he received from the New Mexico State Highway Commis- 
sion. 

(The letters referred to follow :) 


HovusE or REPRESENTATIVES, 
Washington, D.C., April 14, 1959. 
Hon. Prince H. PREston, 
Chairman, Subcommittee on Commerce, House Committee on Appropriations, 
Washington, D.C. 

Dear CoLLEAGcuE: I enclose a letter I received from the chief highway engi- 
neer Of New Mexico with respect to a grave anticipated shortage of interstate 
funds by the end of this year, and I will greatly appreciate the consideration of 
the committee to this situation in my State. 

Of course, I fully realize the attitude of the Budget Bureau, but I do feel 
that the committee should have brought to its attention situations such as 
that described in the enclosed letter from Mr. Wilson. 

Assuring you of my appreciation for your consideration and with kindest 
regards, I remain, 

Sincerely yours, 
JosEepH M. Monroya. 


New Mexico State Highway Commission, 
Santa Fe, N. Mer., April 3, 1959. 
Hon. JosrpH M. Monroya, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN Montoya: New Mexico is watching with interest the 
developments in Congress on providing additional revenues for the highway 
trust fund in order that the highway program can continue at its present rate 
for the next few years. We certainly acknowledge that this is a most serious 
and difficult problem to solve, but we feel it is likewise one of the most important 
tasks facing you in this term of Congress. 

You will no doubt be given great volumes of information and statistics on the 
national situation in this regard, and we felt you might be interested in the 
situation in your own State as far as progress and funds are concerned. As of 
February 28, 1959, we have contracted 252.3 miles of interstate projects having 
a cost of approximately $53,450,000. Of this amount we have completed 178.5 
miles costing $37,533,763. The balance shown is in various stages of construction 
and will be completed within a year. The above figures are construction costs 
only, and do not inelude rights-of-way, utilities, and engineering. 
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As of July 1, 1959, this department will have only $12 million in interstate 
funds with which to start the 1959-60 fiscal year. At our present rate of progress, 
this amount will be exhausted by December 31, 1959, and no further projects 
ean be contracted on the Interstate § System until additional allocations of funds 
are made. Our normal construction budget has been running from $48 million 
to $50 million per year, and of this amount, $24 million to $25 million has been 
for Interstate construction. The lack of these particular funds will therefore 
mean a 50 percent reduction in highway construction in New Mexico. 

Such a reduction will have serious economic effects on the entire State. We 
estimate that it would be necessary to reduce our field engineering forces by 30 
to 40 percent. These people in the interim would find other employment and 
when the program was once more started, it would be difficult, if not impossible, 
to recruit personnel qualified to perform our fieldwork. We further estimate that 
it would take us atleast a year to gain the present momentum in interstate progress 
if the program were to lie dormant for a couple of years. This would mean an 

approximate 3-year delay for the program. 

The construction and materials industries and labor would likewise be adversely 
affeeted by a slow down of the program. Even the most conservative firms have 
had to expand their organizations, their equipment and supply inventories to a 
certain extent. A decided drop in volume will be difficult for the average small 
business to absorb. 

Of equal concern to us is the unnecessary loss of life on our highways. The 
total fatalities in New Mexico as of this date in 1959 is already about 20 more 
than on the same date in 1958. Our records show the accident rate is considerably 
lower on the four-lane divided roads, and we are striving to get the Interstate 
System to this standard as fast as possible. Studies show that accidents alone 
are costing our citizens more each year than we are spending on highway construc- 
tion. It seems inconceivable then that we can allow construction on vitally 
needed highways to lag, if for no other reason than the saving in lives. 

The determination as to how additional revenues will be provided is, of course, 
a matter for congressional decision. However, may we earnestly urge that Con- 
gress take whatever action is necessary. Your assistance in obtaining this action 
will be greatly appreciated by all of us who are so close to the highway program. 

Sincerely vours, 
L. D. Witson, 
Chief Highway Engineer. 


INITIATION OF INTERSTATE PROGRAM PROJECTS 


Mr. Preston. I would like to ask you one final question, Mr. 
Tallamy, for the information of the committee, in order that it might 
appear as information for the public at large. 

The Federal Bureau of Public Roads cannot, under this authority, 
initiate any projects in the interstate program, can they? 

Mr. Tatuamy. It cannot. They must be initiated by the State. 

Mr. Preston. And until a State perfects its plans and submits its 
plans you cannot cause the beginning of any highway in the Interstate 
Svstem? 

Mr. Tattamy. You are absolutely correct. The State must initiate 
all the work. We have no power to initiate. We just review what 
they initiate and then either approve or disapprove it. 

Mr. Preston. If there are no further questions, we thank you very 
much for a very interesting hearing. It has been a source of much 
pride and pleasure to this committee to see the fine way that you have 
handled this program. You came to the Government with a rich 
background of experience and it has certainly been worth much to the 
Government as you have so wisely and intelligently handled this 
colossal program. Thus far there seems to be an absolute minimum 
of criticism on the part of the public as to the methods employed by 
the Bureau, and I think that your work is an outstanding example 
of good administration and good public service. We are proud of you. 
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Mr. Tauuamy. Thank you. 
Mr. Horan. I would like to join on this side of the table with my 
chairman in that commendation. 

Mr. Tatitamy. Thank you very much. 

May I say for the record that what work has been accomplished 
has been accomplished because of the fine organization in the Bureau 
of Public Roads which I have the honor of heading, and the men that 
I have had to work with in the department. I have found all the 
committees that have been interested in the highway work as com- 
mittees and as individuals, most cooperative, and it is only through 
that teamwork we have been successful. 

Mr. Fioop. That is very fine, but we have seen here over a number 
of years some very fine organizations destroyed by very bad adminis- 
tration, so do not be so modest. You are doing a good job for your- 
self. 


Mr. Tatiamy. Thank you very much, gentlemen. 


INTER-AMERICAN HIGHWAY 


Program and financing 


| 
| 1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 
Direct obligations: 











Srey go aeiele | $9, 126, 426 S17, O08 100 t:..i.5. ie 

2. Administration and engineering..-...-..-.----.---. 356, 031 400, 000 | $400, 000 

Say Saitiiiness Saisie sosbcccie lca 

Total direst obligations... ....................<<. | 9, 482, 457 _ 38, 305, 190 400, 000 
Reimbursable obligations: “| 

SR elite chica geese enied Bee iaoccianncccunpal emtencuadabiel 

2. Administration and engineering -_---........--..---- Ye eee ee lncWsannosweinte 

Total reimbursable obligations ---.......-.....-- (8, 428 So ee 

CO UN ao ai ces Cae mmininns 9, 9, 490, 885 18, 305, 190 | 400, 000 

Financing: 
Unobligated balance brought forward._.............-.....| —6, 582, 647 —9, 100, 190 —795, 000 
Advances and reimbursements from— 

Re NN ns oe i es a ennnae ST cD A iexsclip eorecctieslod shel ienlbeexke eee 

errr CN oe ee ao ehne weenbuaae “st STG END nnocexenemnues nace 

Unobligated balance carried forward..--.....-....-.------ 9, 100, 190 795, 000 395, 000 

Appropriation (new obligational authority) _......._...- 12, 000,. 000 10, 000, 000. |........ wince 


Note.—Reimbursements from non-Federal sources above are derived from the proceeds of sale of per- 
onal property (23 U.S.C. 308 (a) and (b)). 
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Object classification 


a 


1958 actual | 1959 estimate | 1960 estimate 














Total number of permanent positions -___.........----.------ 94 94 94 
Full-time equivalent of all other positions.. -_.......-...-..-- Dh vsatctcace bee 
Average number of all employees- - ------ aetna ier aa eae 78 88 87 
Number of employees at end of year_-.-........--.-.---------- 80 93 91 
Average GS grade and salary_...._...--...- sSareronnedssieces 7.7 $5,883 | 7.8 $6,502) 7.9 $6,604 





Direct obligations: 
01 Personal services: 


Permanent yoy i i i NE ae at $445, 370 $589, 300 $582, 600 
Positions other than permanent..............-.-- GC Be 1: « wainsdenkdonbeienn Sedaiakin hanae 
ERE HOREORE BIE VEINS. 5 vein inn cos vccacemnwnaa 143, 665 215, 100 217, 400 
TORR OTE GOT VINE. soso i een cee Suen 595, 570 804, 400 800, 000 
02 +Travel. pds Gescadwbasidabotepew 38, 074 60, 000 70, 000 
03 Transportation of things Falak went a aaa 50, 584 37, 000 47, 000 
04 Communication services__............-- a sala Sibiubdedeanlet 6, 319 8, 000 8, 000 
05 Rents and utility services... _.........---- i ees 27, 303 6, 000 6, 000 
06 Printing and reproduction. adduced ac calzia tia lie a 2, 936 500 500 
07 Other contractual services - SS 4, 916 30, 000 30, 000 
Services performed by other agencies......_____- 37, 108 40, 000 40, 000 
OD NOE Bie se ork es eh ence ancien 312, 556 300, 000 105, 500 
CD SS ok os ss Si ch case hwo cneaceasen 41, 403 10, 000 5, 000 
11 Grants, subsidies, and contributions. __...___._____. 9, 149, 946 D7 GE Gee fasesicecnns 
15 Taxes and assessments. __..---- Die Saeed eoaS 1, 049 1, 000 1, 100 
Subtotal ___- 10, 267, 76 19, 222, 890 1, 113, 100 
Deduct portion of foregoing obligations originally charged 
OP SINGS HENNE ES cs acu da bel ede oa peasntersncwtevienen 785, 307 917, 700 713, 100 
Total direct obligations -_......- eda ah ce wean male 9, 482, 457 18, 305, 190 400, 000 
Reimbursable obligations: 
G7 Other eomirbecual SOrVibes. . «<2. icone cce cc cecesns MD Ut 5: i nec n ence peel eateiaidcaa ae ae 
i ee ee ee 9, 490, 885 | 18, 305, 190 400, 000 


Mr. Preston. Mr. Tallamy, while there is no request for appro- 
priations fur the Inter-American Highway in 1960, I wish you would 
prepare a statement for the record giving the present status of that 
project. 

Mr. Tauuamy. I will be very glad to prepare such a statement, sir. 

(The statement referred to follows:) 


STATUS OF THE INTER-AMERICAN HIGHWAY 


Construction work on the Inter-American Highway is in progress in Guatemala, 
Honduras, Nicaragua, Costa Rica, and Panama. In El Salvador, the Inter- 
American Highway has been completed since 1956. Including the completed 
highway in Mexico, it is now possible to drive from the United States, at Laredo, 
to San Isidro, Coasta Rica, a distance of 2,725 miles, although one may expect 
delays and difficult going from construction operations and detours over many 
miles that are under construction or yet to be improved. 

The status of the progress by countries follows: 


Guatemala 


Of the 317 miles in Guatemala, 84 miles have been completed. Between the 
Mexican border and Patzicia 168 miles are under contract for paving, but 7 miles 
in the Seleuga Canyon require additional widening to meet Inter-American 
Highway standards before paving. Included in this 168 miles are 13 bridges 
under construction or completed, and 8 bridges to be let to contract. In southern 
Guatemala 58 miles are under construction for grading, drainage, gravel base, and 
bridges. Paving for this section has not been let to contract. 


Honduras 

Base and paving of the 94 miles of the highway through Honduras will be 
placed under contract this year, upon completion of grading and bridges. 
Nicaragua 


A total of 132 miles of the 238 miles in Nicaragua is completed. There are 35 
miles under contract for base and paving. Base and paving for another « 18-mile 
section will be placed under contract this year. The balance of 23 miles of base 
and paving will be performed by the country on a force account basis. 
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Costa Rica 

There have been completed 60 miles of the 413 total miles in this country. A 
total of 148 miles is under contract for grading, drainage, bridges, and paving 
which is about 87 percent complete. Between Cartago and San Isidro 60 miles 
are completed insofar as grading and drainage are concerned, and 11 miles in this 
area must be widened and improved before being paved. The remaining 134 
miles to the Panama border are under construction for grading and drainage and 
gravel base. There still remains in this 134-mile section 39 bridges to be erected, 
Steel for these bridges has been fabricated and has been delivered to the country. 
A total of 205 miles of paving remains to be placed under contract. ; 
Panama 

Of the 316 miles in Panama, 111 miles are completed and 35 miles are under 
contract for paving. A total of 140 miles is under contract in various stages of 
completion for grading, drainage base and bridges and 30 miles are yet to be 
placed under contract for such work. There remain 170 miles of paving to be 
placed under contract. 


Monpay, May 4, 1959. 


MARITIME ADMINISTRATION 


‘ WITNESSES 


CLARENCE G. MORSE, MARITIME ADMINISTRATOR 
BEN H. GUILL, VICE CHAIRMAN, FEDERAL MARITIME BOARD 
THOS. E. STAKEM, MEMBER, FEDERAL MARITIME BOARD 
WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR 
L. C. HOFFMANN, CHIEF, OFFICE OF SHIP CONSTRUCTION 
L. C. SMITH, DEPUTY CHIEF, OFFICE OF GOVERNMENT AID 
L. F. NICHOLS, COMPTROLLER 
LOYAL C. FISHER, BUDGET OFFICER 
JOHN J. ALLEN, JR., UNDER SECRETARY FOR TRANSPORTATION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

Mr. Preston. The committee will come to order. 

The next item we will take up is “Maritime activities” found on 
page 42 of the committee print. 

We will insert in the record at this point the overall summary sheet 
on pages 550 through 555 of the justifications. 

(The pages follow :) 

HIGHLIGHT STATEMENT 


The budget estimates for 1960 provide for continuation of the long-range ship 
replacement program, a modest program of research and development, and con- 
tinuation of operating-differential subsidy payments on a current basis. The 
estimate for salaries and expenses reflects a substantial reduction below the amount 
required for 1959 due to the decision to reduce maintenance and security of 
reserve shipyards to a minimum, pending determination of ultimate disposition 
of the yards, and to a sharp reduction in preservation of approximately 1,000 
Liberty ships considered obsolete for mobilization purposes and scheduled for 
scrapping. The program for training of cadets to beeome merchant marine officers 
at the Federal Merchant Marine Academy and through Federal assistance to State 
Maritime academies will continue. For the Federal Academy, the estimate 
reflects an increase for cadet allowances and an expanded facilities repair program. 
For State maritime academies, the estimate provides for the increase in State 
grants and cadet allowances authorized by Public Law 85-672. 

A brief summary of the various appropriation requests follows: 


Ship construction—1960 estimate, $129 million 


The estimate includes (1) $105 million for construction of 14 ships under the 
ship replacement program; (2) $17,500,000 for acquisition of the 14 used ships 
being replaced; (3) $3,900,000 for a continuing program of research and develop- 
ment, including the research program being carried on jointly with the Atomic 
Energy Commission and designed to produce an economically competitive nuclear 
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ropulsion system for ocean transportation; and (4) $2,600,000 for administrative 
and other expenses incident to implementation of these programs. 


Operating-diffe rential subsidies—1960 estimate, $130 million 

The estimate provides for maintaining subsidy payments on a reasonably cur- 
rent basis. With this appropriation it will be possible to make 100 percent pay- 
ment of subsidy payable due each operator through calendar year 1955 and to 
make partial payments, pending audits, for operations through the first quarter 
of calendar year 1960. The proposed voyage limitation will limit operating 
subsidy contracts to the currently subsidized operators plus approximately 74 
voyages from Great Lakes ports. 

Salaries and expenses—1960 estimate, $14,070,000 

The appropriation request reflects a sizable decrease below the total appro- 
priation requirement estimated for 1959. Generally, this reduction reflects a 
curtailment in the maintenance of reserve facilities and of the reserve fleet. 

Funds included for administrative expenses will permit a slight increase in 
staff required for proper handling of the regulatory functions of the Board and 
to improve and keep current administration of the operating-differential subsidy 
program. Estimate also provides funds for commencement of a 5-year office 
machine equipment replacement program. 

Funds included for maintenance of reserve shipyards and operation of ware- 
houses reflect a decrease in requirements resulting from reducing to an absolute 
minimum custody and maintenance of reserve shipyards pending determination 
of the ultimate disposition to be made of these yards. 

The estimate for reserve fleet expenses reflects a sharp curtailment in preserva- 
tion activities due to decision to discontinue all preservation, excepting cathodic 
bottom preservation, on approximately 1,000 Liberty ships considered obsolete 
for mobilization purposes and scheduled for scrapping. 


Maritime training—1960 estimate, $2,900,000 

The estimate provides for continuing the present level of the cadet training 
program which is designed to permit the graduation of 200 officers per year. 
The estimate provides for a slight increase in staff; increased food, uniform, and 
textbook allowances; an expanded facility repair program; and commencement of 
a program of instructional equipment replacement. 
State marine schools—1960 estimate, $1,110,000 

The estimate gives effect to Public Law 85-672 which increased the grants to 
States to $75,000 per year; increased student subsistence, uniform and textbook 
allowances to $600 per year per student; made each student in attendance at the 
State academies eligible to receive the allowance; and provided contract authority 
for the Secretary of Commerce to enter into agreements with the States to provide 
these grants and allowances over a 4-year period. Maintenance and repair of 
training vessels will continue to be accomplished through annual appropriations. 
The appropriation request includes $150,000 for maintenance and repair of 
training vessels and $960,000 for liquidation of the first year’s obligations under 
the multiple-vear agreements referred to above, leaving a balance of $1,736,000 in 
contractual obligations to be liquidated in future years. 


Summary of budget estimates, fiscal year 1960 


Difference, 

Appropriation and activity 1959 amount 1960 amount | increase (+) 

or decrease (— . 
amount 


Ship construction 


Construction-differential subsidy .... peas $116, 315, 000 $105, 000, 000 


} ~$11, 315, 000 

Acquisition of replaced ships sige sired ‘ 18, 185, OOO 17, 500, 000 — 685, OOO 
Research and development Binds 4, 100, 000 | 3, 900, 000 | —200, 000 
(ministrative and warehouse expenses. 2, 875, 000 2, 600, 000 — 275, OOO 
Total requirements (other objects) - be ac 141, 475, 000 129, 000, 000 —12, 475, 000 
Total appropriation eanioosptin ie a 141, 475, 000 129, 000, 000 —12, 475, 000 


Operating-differential subsidies: Total requirements | 





(other objects) St é 1 130, 000, 000 130, 000, 000 |_. 
Net adjustments to base (see “Summary of require- 
ments’’ for detail het d i “i joa 10, 000, 000 . ante 10, 000, 000 


Total appropriation a a 120, 000, 000 130, 000, 000 | +10, 000, 000 


1 Includes $10,000,000 proposed supplemental appropriation. 
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Mr. Preston. We are glad to have the Maritime Administrator, 
Mr. Clarence Morse, with us at this time. 

I believe you have a prepared statment, Mr. Morse? 

Mr. Morse. Yes, I have, Mr. Chairman. 

I think the best way to get at this budget is to read through the 
prepared statement and then get into the details. 

Mr. Preston. We inserted in the record the statement from the 
Secretary for Transportation earlier. Do you wish to make an 
additional statement? 

Mr. ALLEN. No, sir. 

Mr. Preston. All right, Mr. Chairman. 

You may proceed. 


GENERAL STATEMENT 


Mr. Morse. The budget oe of the Federal Maritime Board- 
Maritime Administration for fiscal year 1960 provide, in genet ral, for 
continuing the same programs in effect during the current ye The 
ship replacement program for 1960 provides for 14 new ihe sonal 
tion contracts compared with the 19 ships in 1959; the operating- 
diffe rential subsidy language ae a limitation of 2,040 voyages 


year, gate the reserve fleet program “contemplates the cessation of 
preservation work on approximately 1,000 Liberty ships. Small in- 
creases are proposed for administrative expenses and Maritime train- 
ing. Some increase in the amount and a significant change in the 
method of funding is reflected in the appropriation for State marine 
schools pursuant to the requirements of Public Law 85—672, the 
Maritime Academy Act of 1958. 


SHIP CONSTRUCTION 


The appropriation request for fiscal year 1960 for ship construction 
activities 1s for $129 million compared to $141.475 million appropriated 
in fiseal 1959. Of the total amount proposed, $105 million is for the 
payment of construction differential subsidy and the cost of defense 
features for the construction of 14 ships under our long-range ship 
replacement program ; $17.5 million is for the acquisition of ships to be 
traded in under this program; $3.9 million is for continuation of re- 
search and development; and $2.6 million is for administrative and 
warehouse expenses for carrying out the proposed program. 


SHIP REPLACEMENT PROGRAM 


The long-range ship replacement program provides for the replace- 
ment of approximately 280 ships owned by presently subsidized 
operators over a period of about 14 years at a rate of approximately 
20 ships a year. The phasing of this replacement over the 14-year 
period is intended to meet the problem of block obsolescence brought 
about by the fact that virtually all of the presently active dry cargo 
fleet consists of ships built during World War II. With the normal 
economic life of a ship being approximately 20 years, nearly all of 
these ships would, on the basis of aging factors, be required to be 
replaced during a 4-year period in the early 1960’s. Replacement of 
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all of these ships in this short period is obviously not feasible because 
of limitations on shipyard capacity and the tremendous strain that 
would be placed on both Government and private financial resources. 

For the past several years we have provided in each new or renewal 
operating subsidy contract a schedule of specific dates for replacement 
of the ships covered by that contract. Agreements reached to date 
provide a specific schedule for 286 ships. The balance of the ships 
are covered by the general requirement that they be replaced when 
they become 20 years of age, but we are proceeding to write into these 
contracts a definite schedule of replacement that will phase construc- 
tion of all the ships at an approximately constant rate through 1973. 

One of the objectives of the phased replacement program is to in- 
duce a degree of stability in shipyard employment and avoid the wide 
fluctuations that result from emergency demands for shipping. The 
events immediately following the closing of the Suez Canal in 1956 
demonstrated the need for such phased construction. During a 
period of about 3 months orders were placed for over 100 tankers. 
Virtually no contracts for nonsubsidized private construction have 
been awarded since that time. By the end of fiscal year 1960 all but 
eight of these ships will have been delivered. With no new contracts 
for private construction in sight, it is apparent that shipvard employ- 
ment will show a serious drop unless the replacement program of the 
subsidized operators is continued at a fairly constant level. 

During the past year four new passenger ships have gone into serv- 
ice replacing two overage ships of Grace Lines and two Maritime- 
owned ships chartered to Moore-McCormack Lines. The replace- 
ment of cargo ships actually got underway about a vear ago when 
contracts for 15 new ships were placed with shipyards. Since that 
time we have awarded contracts for 11 more ships making a total of 
26 ships now on order or under construction. Contracts will be exe- 
cuted for eight more ships before the end of the current fiscal year. 
By June 30 of this vear, therefore, we will have actually placed ship- 
yard contracts for a total of 38 ships in our replacement program. 

The reduction in total contracts during fiscal 1959 from the original 
21 ships to 19 is due to the decision to permit American Mail Line 
and Mississippi Shipping Co. to each build three somewhat larger 
and faster ships as replacements for the four ships originally planned 
by each company. ‘This result is a saving over our original estimates 
and approximately $12 million of prior appropriations will remain 
unobligated at the end of the current fiscal year as a carryover. ‘The 
Defense Department has on several occasions emphasized the need 
for providing roll-on rolloff capability in the new cargo ships and 
efforts are being made to incorporate such features into the replace- 
ment ships. The remaining balance of $12 million will be used to 
cover the additional cost of these features and any balance not so 
used will be applied toward increasing the number of ships con- 
tracted in fiscal year 1960. 

Contractual obligations of the ship operators for replacements 
during fiscal 1960 would require contracts for the construction of 26 
new ships. The new appropriations requested will cover only 14 of 
these ships. Based on current estimates it is indicated that these 
funds would be allocated to provide for the construction of three 
replacement ships for American Export Lines; four ships for Farrell 
Lines; three ships for Grace Lines; and perhaps four ships for Lykes 
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Brothers. In view of the number of ships that should be constructed, 
and for which there are company contractual obligations, it is possible 
that developments during the year may make ‘it desirable to sub- 
stitute other operators in plac e of one or more of those now scheduled, 
The overall program within the limit of funds will remain unchanged, 


ACQUISITION OF REPLACED SHIPS 


The ship replacement program includes a provision for the granting 
of a trade-in allowance on those ships being replaced by the new 
construction. These are, as a general rule, the better types of war- 
built ships and are superior to the Liberty ships which now make up 
the greater part of our national defense reserve fleets. Acquisition 
of these better ships will help to maintain the defense capability of 
the reserve fleets and permit accelerated scrapping of the slow Liberty 
ships. 

The program anticipates the trade-in of one old ship for each new 
ship built although in some cases, when the new ship provides lift 
capacity equal to more than one old ship, we have permitted the 
trade-in of more old ships than the number of new ships constructed. 
Contracts to date have provided for the trade-in of 29 ships for the 
26 new cargo ships ordered. 

The amounts paid for the traded-in ships are based on the restricted 
world market value at the time the contract for new construction is 
awarded. 

RESEARCH AND DEVELOPMENT 


The research and development program of the Maritime Adminis- 
tration provides for a number of selected projects to be undertaken 
with the objective of developing a more efficient and safer merchant 
marine, which will be of greater value as a defense auxiliary. Im- 
provements in the efficiency of American-flag ships resulting from 
this research will provide direct financial benefits to the Governmeit 
by reducing the disparity between American-flag and foreign-flag 
operating costs with resulting reductions in operating-differential 
subsidy. For example, the Maritime Administration research pro- 
gram has successfully demonstrated the value of gas turbines as pro- 
pulsion units for merchant ships. Such equipment is lighter, less 
expensive to build and less expensive to operate than conventional 
steam turbines. The installation of cranes in place of the conven- 
tional cargo booms has been demonstrated as a more efficient method 
of handling cargo for certain trades. These and other improvements 
developed ‘by maritime research will no doubt be adopted for general 
shipboard use in the near future. 

Major effort in the past few years has been directed toward im- 
provements in conventional ship components and in the development 
of nuclear power in ship propulsion units. We plan to continue re- 
search toward development of economically competitive nuclear power 
and to place more emphasis on new concepts in ship design. This is 
based on the belief that the proper role of the Government in this 
research field is in the area where no single operator or manufacturer 
ean reasonably be expected to underwrite : developmental costs because 
of unproven economic results or because of high unit costs. 

The budget estimate for 1960 includes $3.9 million for research. 
Of this amount $1.9 million will be devoted to development of hydro- 
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foil ships, subsurface cargo ships, advanced hull types, ship handling 
systems and operations research, along with continued testing of 
models and participation in the interagency programs for cargo 
handling and ship structure research. Two million dollars will be 
devoted to research pertaining to nuclear propulsion. 

The nuclear-powered merc chant ship Savannah is expected to go into 
test operation during fiscal year 1960 and it is planned to study the 
operating problems brought about by this new use of nuclear power 
and to engage in researe +h nec essary to improve the usefulness of this 
equipment. At the same time we will continue with funds appro- 
priated in prior years to develop a gas-cooled reactor which shows 
considerable promise as an efficient source of power for merchant ships. 


ADMINISTRATIVE AND WAREHOUSE EXPENSES 


The appropriation request under ship construction includes $2.6 
million to cover administrative and warehouse expenses of the pro- 
posed program. This amount is calculated to be the full requirement 
for the life of this program, in accordance with past practice. We 
estimate that only $500,000 of this amount will be required during 
fiscal 1960 with the balance remaining available for activities in sub- 
sequent years. Administrative costs during 1960 for programs ini- 
tiated in prior years will amount to $2 million. A total of $2.5 million 
is required for such costs during 1960 and the appropriation language 
purposes a limitation in this amount of the funds which may be 
transferred to the appropriation “Salaries and expenses” for such 
costs. 

OPERATING-DIFFERENTIAL SUBSIDIES 


The appropriation request for fiscal 1960 for this item is $130 
million. This amount is required for amounts due the presently 
subsidized operators plus an estimated 75 voyages from Great Lakes 
ports. During the current fiscal year we have made rapid progress 
in liquidating the long overdue amounts payable for the earlier years 
of postwar subsidy. As of this date calendar years 1947-48 have 
been paid in full and we are now in the process of making final settle- 
ment with one of the two operators still unpaid for calendar years 
1949 through 1952. 

The voyage limitation proposed in the appropriation language is 
intended to limit subsidy contracts to those operators holding con- 
tracts at the end of fiscal 1959 plus 75 voyages for operations to and 
from the Great Lakes, even though present applications for subsidy 
contracts, if approved, would require a total of about 2,700 voyages. 
As you know, the voyage limitation in the 1959 appropriation is 
somewhat higher ‘han the amount proposed for 1960. It is probable 
that additional contracts within the 2,225 permitted in 1959 will be 
awarded before the end of this fiscal year. If such action is taken by 
the Federal Maritime Board it will be necessary that we submit a 
request for an amendment to the voyage limitation in 1960 to cover 
those contracts. 

SALARIES AND EXPENSES 


The appropriation ‘salaries and expenses’’ for which we are re- 
questing a total of $14,070,000 is to finance the regular continuing 
functions of the Maritime Administration. This represents a sub- 
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stantial decrease from the current year appropriation due to the 
decision to curtail preservation activities on approximately 1,000 
Liberty ships in our reserve fleets. 


ADMINISTRATIVE EXPENSES 

The estimate of $7,770,000 provides for continuation of most actiyi- 
ties at the current level, with increased staffing requested in smal] 
amounts for selected areas and a modest increase for replacement of 
obsolete office equipment. 

The workload in the regulatory functions is continuing to increase, 
A total of six POsitions is requested for this function, two of which 
are in the Hearing Examiners’ Office and four are in the Regulations 
Office. The recent interest of the Congress in the activities of freight 
forwarders and the dual-rate conference agreements has pointed up 
the complete inadequacy of the staff in these Offices to maintain the 
work on a current basis. 

The two positions in the Hearing Examiners’ Office are required 
primarily to bring the publication of reports and decisions of the 
Federal Maritime Board to a current status. The present staff has 
been unable to accomplish this work because of other demands on 
their time, and the absence of the index digests of Board decisions has 
been a severe handicap to the Board members and to attorneys 
practicing before the Board. 

With the present staff in our Regulations Office we have been able 
to do little more than a cursory scanning of terminal agreements, tariff 
filings, and other reports pertaining to current practices in the industry. 
Under these circumstances we obviously are unable to assure the 
Congress that adequate surveillance of industry practices is being 
maintained. The addition of at least four new positions is vital to 
the satisfactory operation of this Office. 

One position is requested in our Program Planning Office to provide 
a trained transportation economist. Because of shortage of funds we 
have been unable to fill this position since the death of the incumbent 
early in fiscal 1958, and we do not at the present time have a trained 
economist on the staff of the Maritime Administration. The absence 
of such skills has proven a handicap on many of the special] studies 
and analyses required in carrying out the provisions of the various 
shipping acts. 

The remaining eight positions, two of which are in the Statistics 
and Special Studies Office, two in machine tabulation, and four in the 
Office of Government Aid, are all related to the validity and timeliness 
of information received and developed in the determination of 
operating-differential subsidy requirements. At the present time 
there exists a 1- to 2-year backlog in the calculation of subsidy rates. 
The collection and processing of statistical data pertaining to cargo 
carryings, collection of foreign cost information, and determinations 
of ‘‘reasonableness” of American-flag costs, all precede the calculation 
of rates, and complete timely data is fundamental to the calculation 
of rates which accurately reflect the differential between foreign-flag 
and American-flag operating costs. 

For the past several years the Maritime Administration has been 
required to absorb increased workload with a decreasing staff. We 
sincerely believe that we are attaining a maximum utilization of our 
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current staff and that we cannot continue to perform the required 
work unless this modest increase is granted. 

The other increase requested under this activity is for $30,000 
to begin a program of modernizing office equipment. This agency has 
been able to acquire but very little new office equipment for the past 
12 years. Virtually all of our office machines are obsolete or worn out. 
The frequent recurring breakdowns of this equipment not only lead 
to costly repairs but contribute to inefficient use of staff time. "There 
is an urgent need for initiation of a 5-year replacement program and 
$30,000 is requested for 1960 to start this program by replacing those 
machines in the worst condition. 

We are again proposing appropriation language to authorize the 
payment of. representation allowances to our oversea personnel. 
Our foreign representatives are handicapped in their efforts to obtain 
complete data with respect to foreign operating costs as a basis for 
subsidy rate calculations by the absence of such authority. We 
have asked these representatives to keep a record and advise us of the 
amounts of their personal funds spent for official entertainment. 
During fiscal 1958 expenditures ranged from $170 in Rome to over 
$900 in London with the average nearly $400 per representative. In 
addition to bearing the direct out-of-pocket costs, our representatives 
are denied several other benefits available to other Foreign Service 
personnel. Our employees receive no temporary housing allowances, 
no extra “home leave,’’ no free hospitalization, have less frequent 
within-grade salary increases, and have more restrictive limitations on 
the movement of household effects. In the interest of both more 
effective work and simple equity to the personnel, we urge your 
favorable consideration of this authorizing language. 


RESERVE SHIPYARDS 


The estimate for the maintenance of reserve shipyards of $679,800 
reflects a reduction in the custodial force pending determination of the 
ultimate disposition of these yards. Since this estimate was pre- 
pared we have been advised by the Department of Defense that only 
two of the four yards are required by present mobilization plans. 

Action to initiate disposal of two yards by declaration of the General 
Services Administration is being deferred pending discussions with 
the Merchant Marine and Fisheries Committee of the request of its 
chairman. 

As of this date, final decision as to which of the two yards will be 

sold has not been made. As you know, the regulations of the GSA 
require the declaring agency to maintain custody of the property for 
1 year or until it is sold, whichever occurs first. Under these cireum- 
stances we will require the full amount for custody of the four yards 
in fiscal 1960. 

It will be noted that no funds are included in the current year 
estimate for the Alameda Training Station. This installation has 
now been released to General Services Administration custody for 
disposal. 

OPERATION OF WAREHOUSES 


The estimate for this activity of $720,200 provides for carrying on 
the function at the present level with only minor adjustments resulting 
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primarily from increased costs of rents and utility services. During 
the past year we have accomplished some economy by disposal of 
equipment and by consolidation of space. It is not expected that 
disposal of Liber ty ships will have any significant effect on warehouse 
requirements since virtually all of the stock held in our warehouses is 
usable on all types of ships and the level of inventory is well below 
the number for outfitting of ships remaining in the reserve fleets. 


RESERVE FLEET EXPENSES 


The estimate of $4.9 million for “Reserve fleet expenses”’ reflects a 
substantial reduction below the current year and a significant cheilil 
in program. Determination has been made that the 8- to 10- knot 
Liberty ships which make up the major share of the reserve fleets will 
be of relatively little value for mobilization and defense purposes, 
We are therefore proceeding to dispose of appr oximately 1,000 of these 
ships for scrap at a rate of about 100 per year. Inasmuch as these 
ships are scheduled for scrapping, no further efforts will be made to 
preserve the machinery or the above-water structures. The cathodic 
bottom preservation system will be continued on these ships to prevent 
rapid deterioration and possible sinking in navigable water. This 
decision was influenced in part by the fact that the cost of rearranging 
the cathodic strings that would be necessary to eliminate the Liberties 
from the system will exceed the cost of the power required to maintain 
the system in effect. 

The stoppage of regular preservation functions on these ships per- 
mits a substantial reduction in the preservation force and a correspond- 
ing reduction in the supervisory and service functions in the fleets. 

The schedule of work to be accomplished with the funds requested 
in 1960 contemplates the completion of only 44 percent of the total 
workload on the non-Liberty ships and the completion of none of the 

work required on the remaining 300 Liberties or military auxiliaries 
of Liberty type. The regular preservation schedules representing 
uncompleted work through 1960 are being deferred pending further 
evaluation of the need for continued retention of these ships and estab- 
lishment of priorities on the ships to be retained. 


MARITIME TRAINING 


The appropriation request for this program in 1960 of $2.9 million 
reflects an increase of $334,200, a substantial part of which is for con- 
tinuing the repair and modernization program at the Kings Point 
Academy. 

For many years after the end of World War II virtually no funds 
were appropriated for the maintenance of the building and ‘equipment 
at the Academy because of the continuing question as to whether this 
installation would be continued as a training base for merchant marine 
officers. With the passage of Public Law 415, 84th Congress, making 
the Academy a permanent institution, a program of repairs was 
initiated. A total of $193,700 is proposed for repairs to buildings 
and grounds in 1960. This amount is required for a series of projects 
which are essentially normal, recurring maintenance costs which have 
been deferred from past years. Continuation of the repair and 
maintenance program at. this level is necessary to maintain the 
Academy in proper condition and to prevent further deterioration. 
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As in the case of building and ground maintenance, the replacement 
and repair of instruc tional and operating equipment has been deferred 
for many years, and we believe it necessary to the proper instruction 
of the cadets that we initiate a long-range program for replacement 
and modernization of such equipment. 

An increase of $47,300 is proposed in this estimate to start this 
program with the more urgently needed items. 

An increase of $50,000 is requested to upgrade the food furnished 
the cadets. The feeding of the cadets is on a contractual basis and 
the food has been both wholesome and well prepared. It does, 
however, lack variety and we have received many complaints from 
cadets and their parents concerning the monotony of the menus. 
The proposed increase in the amount available for furnishing food 
will permit the addition of better cuts and grades of meat ‘and a 
greater variety of vegetables and_ salads. “The addition of this 
amount, all of which will go into the purchase of food, will bring the 
total food allowance for the cadets to a figure comparable to the 
allowances of regular military establishments. 

We are also requesting an increase in the uniform and textbook 
allowance for the cadets. For the past several years these allowances 
have been limited to $200 per year per cadet to provide a total of $600 
for the 3 years in residence at the Academy. ‘The total cost to the 
cadets for these items amounts to approximately $900 for the 3 years. 
It is recommended that the allowance be increased to $300 a year to 
offset the total cost to the cadets as was intended by Public Law 415. 

The remaining significant increase under this appropriation is in the 
amount of $20,500 to provide for four additional staff members. 
Two of these positions are required to operate 1.B.M. equipment which 
will permit the development and utilization of adequate historical 
records of cadets in attendance. This equipment will also be used for 
preparation of payrolls and for the maintenance of an inventory record 
of Academy equipment. The two remaining positions are for an 
admissions and guidance officer and a clerk-typist position. The 
need for an admissions and guidance officer has been recognized as an 
urgent requirement for both ‘better criteria for predicting the academic 
success of the competing candidates and better guidance and counsel- 
ing of the cadets in attendance at the Academy. 


RECOMMENDATIONS OF ADVISORY BOARD OF MARITIME ACADEMY 


I would like to interpolate at this moment, if I may and respectfully 
request that the committee examine the report of the Advisory Board 
to the U.S. Merchant Marine Academy which is dated May 5, 1958, 
and specifically commencing on page 9 with reference to the budget. 
It is a couple of pages and I will not take your time to read them, but 
this is an advisory, board consisting of very distinguished personnel 
and I will name them only: Dean Carl Bailey ; dean of Concordia 
College; Dean John E. Burchard, School of Humanities and Social 
Studies, Massachusetts Institute of Tec thnology; Dr. Harvey H. 
Davis, provost, State University of lowa; Dean Martin A. Mason, 
School of Engineering, George Washington University; Mr. Henry D. 
Mercer, chairman of the board, States Marine C orp.; ‘and Mr. Edward 
Reynolds, administrative vice president, Harvard University. 

Mr. Preston. Would you like to insert that in the record? 
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Mr. Morse. Yes, I would like to have those pages, commencing 


with page 9 to the middle of page 13 put in the record, which com- 
mences ‘“‘Miscellaneous.”’ 


(The material referred to is as follows:) 
Budget 


During several years prior to the U.S. Merchant Marine Academy’s establish- 
ment as a national service institution, conditions were uncertain and the Academy 
was neglected from a budgetary point of view and this has resulted in a rundown 
condition. If the Academy is to reflect properly its national status, its budgetary 
requirements must receive proper consideration. The Board, therefore, spent 
considerable time examining the budget of the Academy, comparing that for the 
current fiscal year ending June 30, 1958 with the request presently under con- 
sideration for the fiscal year 1959 and the request about to be prepared for fiseal 
1960, and feels, as further set forth below, that the Academy’s budgetary requests 
for both 1959 and 1960 are essential and should be given favorable consideration. 

There have already been noted above several important matters which this 
Board believes justify and require increased budgetary provision. The Board 
therefore notes with grave concern that, by administrative decision within the 
executive department of the Government, the request to Congress for the fiscal 
vear 1959 is held to the same level of expenditure for the Academy as the budget 
approved for the fiscal year 1958. 

This decision seems unrealistic and unjustified in the opinion of this Board. 
Since the U.S. Merchant Marine Academy was given permanent status at just 
about the time the budget for the fiscal year 1958 was in the process of approval— 
policy decisions and other recommendations have been made which require greater 
expenditures, viz: 

he Academy now has the responsibility of selecting from among its applicants 
those qualified for admission. This responsibility must not be taken away from 
it—now a permanent institution—and it must be allowed to have the necessary 
staff to perform this necessary function efficiently. 

The counseling service, which the dean has just begun, is an important feature 
of the educational activity of the Academy, and when adequately performed 
should, in connection with better selection among candidates for admission, tend 
to reduce the undesirably high rate of attrition now experienced by the Academy 
between enroliment and graduation. 

The attainment of permanent status of the Academy is having the desired 
result of both increasing the number of applicants for admission and broadening 
the geographic distribution; yet the fiscal year 1959 budget does not make provi- 
sion for the increased travel allowances necessary for handling the cadets ad- 
mitted from areas more distant from the Academy. The allowances for food, 
uniforms, textbooks, etc., at the rate per cadet allowed in the present budget, are 
less than enough for the actual number of cadets in residence. Furthermore, the 
rate allowed is less than for the other uniformed services and should be increased. 

The fiscal year 1959 budget contains no provision for increases in pay scale con- 
sequent to deserved promotions in the faculty and the much larger amount which 
will be needed to meet the general increases contemplated by the legislation 
currently before the Congress. 

Furthermore, this budget makes no provision for the increasing cost of opers- 
tional supplies which are a matter of common knowledge. 

And the budget makes completely inadequate—in fact, substantially non- 
existent—provision for maintenance, replacements and renewal of technical 
equipment needed for the instruction of the cadets. 

After full consideration of the data available, this Board has come to the 
conclusion that approximately $3,000,000 is the minimum amount which will 
permit the operation of this Academy in fiscal year 1959, in the manner deemed 
necessary by this Board. We therefore strongly recommend that the Maritime 
Administrator, by appropriate representations to higher authority at the earliest 
opportune moment seek the necessary amendment to the pending budget for the 

fiscal year 1959. 

This Board and its predecessors for the past several years, have been studying 
and recommending steps to be taken to improve and strengthen the faculty, the 
quality of its performance, the student body, and the standing of the Academy 
as befitting its status as a permanent Federal institution. We believe that further 
such steps are now indicated and that adequate provision for them should be made 
and vigorously supported in the budget for the fiscal year 1960, now in the initial 
stages of preparation. 
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We believe it important that steps be taken to aajust the teaching load of 
the faculty toward the objective of a 9 months’ teaching year, now in effect in 
substantially all civilian institutions. This will give faculty members appropri- 
ate opportunity for self-betterment and further advancement in their profession 
by providing the time necessary for further study, scholarly writing, and other 
efforts to become better teachers. The result cannot fail to be an improved 
faculty for the Academy. Indeed if such provision is not made soon, the Acad- 
emy cannot expect to be able to retain its best teachers against the looming 
competition from other colleges incident to generally increased college enrollments 
as indicated by 1960 or 1961. As the teaching load is now carried for 11 months, 
this change will necessarily require an increase in the number of the faculty. It 
seems unreasonable to expect this proportion of increase all at once, and, in fact, 
it may be better if the additions to the faculty are made at a slower pace. But, 
definitely, plans to this end should be made by the addition of a small number 
each year until the objective is attained. We suggest an addition of $40,000 to 
the 1960 budget for this purpose. 

In several departments, an undue amount of time of important members of 
the faculty is devoted to the reading of written exercises of the students. The 
burden of the routine work is so great that there is evidence that it discourages 
faculty members from requiring such written efforts by students, although more 
of this would be desirable. To meet this situation, other colleges employ part- 
time assistants for the faculty. The task can well be performed by graduate 
students from neighboring institutions who, in turn, are greatly benefited by 
the part-time financial assistance thus obtained. We believe that $10,000 added 
to the 1960 budget would be a significant beginning in this effort to increase the 
efficient use of faculty time. 

On every visit, the Board has been unfavorably impressed with the lack of new 
technical equipment and the make-do policy of getting along with obsolescent 
types, in many cases inadequately maintained. The Board believes that con- 
sideration should be given to this need and a reasonable sum provided in each 
budget. This Board cannot detail herein the equipment which should be required, 
but believes that the first acquisition should be of items so obviously needed that 
justification should be easy. As to other items, and, particularly, any suggested 
major revision in the type of equipment used, the choice would have such an effect 
on the content of the courses offered that this feature should be a part of the 
curriculum study previously recommended. 

A similar comment can wisely be made as to the modernization of office equip- 
ment which should permit improved economy in administrative procedures at 
the Academy. 

Finally, added provision must be made for increasing the support of the library. 
Funds presently available for new acquisitions are completely inadequate by any 
standard and must be increased; and further funds are necessary for binding 
periodicals, repair, and proper care of the library. An addition of $10,000 in the 
1960 budget would be minimal and should be further supplemented by additional 
increments each year for some time to come. 


Mr. Sueutiey. Mr. Chairman? 

Mr. Preston. Yes. 

Mr. Suetirey. May I suggest, if it is possible for the Chairman of 
the Board to have this done, it would be very helpful if he would send 
a copy to each and every member of the committee. 

Mr.Preston. If you do not have them with you to distribute this 
afternoon, would you do that? 

Mr. Morse. We do not have them with us today, but we will 
supply them to you. 

I would like to read into the record portions of a letter from 
Mr. Reynolds, the administrative vice president of Harvard Uni- 
versity, which was addressed to the Secretary of Commerce, Mr. 
Strauss, dated February 9, 1959; I say portions of the letter since this 
letter identifies a distinguished gentleman in the academic field in a 
manner which has no relationship to the material I wish to refer to, 
so I will omit reference to the name: 


However, I think it is unfair to request a person of such standing and carrying 
such responsibilities as the * * * to serve on this Board unless the recommenda- 
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tions of the Board are to receive your strong personal support to augment that 
already given by the Maritime Administrator, Mr. Clarence Morse. I refer ip 
particular to support of the recommendations of the Board dealing with budgetary 
matters. 

I know that the other members of the Advisory Board share this same feeling, 
All have already served for several years and have shown reai interest and en- 
thusiasm about the Academy. It is true that we do not spend many days a year 
on its affairs, but during our 2 days at the Academy in the spring and our 1 day 
with Mr. Morse in W ashington in the late fall we give v very full time and attention 
to these matters. Our discussions are serious, vigorous, and penetrating, and our 
recommendations are carefully thought out. In spite of Mr. Morse’s valiant 
efforts the Board feels very much frustrated at the results. 

To present our views to you more specifically, I can do no better I think than 
to ask you to glance at the marked paragraphs in the attached copy of the report 
of our 11th meeting in May 1958, which may not have come to your personal 
attention before this. Very particularly, please read the sections de: tiling with 
the budget beginning at the foot of page 9. 

All of the present members of the board, except one, are concerned with opera- 
tions of universities and colleges within their respective limited resources. The 
exception is a permanent member of the shipping industry whose success in con- 
ducting a profitable operation indicates his concern with the careful use of morey. 
In addition, we are all taxpayers and concerned that we do not unwisely inflate 
the Federal budget. With this background, we believe that our proposals are 
very modest, involving something of the order of only $1 million a year more 
than the Congress provided for this Academy a couple of fiscal years ago. We 
believe that it is well within the resources of the Department to meet this request 
and therefore we are very much frustrated that our requests have been blocked 
by administrative fiat from above which can only be overcome at the Cabinet 
level, as we see it. 

The Academy is improving and deserves to be supported in its effort to attain 
standards of excellence comparative to other Federal service academies, and we 
seek from you evidence of this kind of support of our continuing effort. 

Mr. Morse knows well that we feel this way and I believe that this attitude 
was unmistakably presented at the meeting in Mr. Morse’s office, which the 
budget officer of the Department of Commerce attended last December. 

Please pardon me for the length of this letter and if the expression seems too 
vigorous, I can only say that there is no satisfaction to be derived from service 
on this kind of a Board unless we can get results. 

Mr. Preston. Please let me see the report. 

Mr. Morse. Yes, sir. 

Mr. Preston. Because of the time required to read these several 
pages, would you paraphrase them as briefly as you can. 

Mr. Morse. Yes, sir. 

In substance, they say that the buildings and grounds require more 
maintenance work and specifically their main concern is with reference 
to the instructional equipment, and the teaching staff. They have 
recommended for several years that we improve ‘the quality and up- 
grade the instructional equipment, that we bring aboard several addi- 
tional instructors, so that the staff is not overburdened with detailed 
work and can give better instruction and training. 

One item which is not included in our budget request this year is 
to increase the incoming class from 300 to 400. We are not requesting 
that in our budget this year but that is one of the major items they 
referred to. 

One item that they specifically refer to is the employment of the 
admissions and guidance officer to which I made reference in my 
prepared statement. 

Those are the major points. 

Mr. Preston. Where does this problem develop, between your 
Office and the Secretary’s Office? 

Mr. Morse. It is part of the overall budgetary problem, sir. 
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Mr. Preston. You have not had any problem with Congress about 
this money, have you? 
Mr. Morse. We have gotten everything we have asked for, as I 
recall. 
REPAIR AND REHABILITATION OF MARITIME ACADEMY 


Mr. Preston. You remember we wrote in the report last year the 
following language: 

The committee recommends an amount of $2,394,000 which is a decrease of 
$300 from the 1958 appropriation and provides the full amount requested for 
fiscal year 1959. The recommended amount includes $101,200 for maintenance 
and repair of buildings and other facilities. The committee is well aware of the 
need for rehabilitating the Maritime Academy, particularly in consideration of 
its establishment as a permanent Federal institution. It is recommending the 
full budget estimate so that rehabilitation will continue at an appropraite rate, 

Mr. Rooney suggested, I think, that funds should be requested to 
do a lot of maintenance and repair work at the Academy. We had 
some pictures here before us showing the deteriorating buildings. 

Mr. Morse. Yes, sir. 

Mr. Preston. | think you will find that the committee is receptive 
to the proper kind of repairs and rehabilitation to the Academy if 
you can get the approval of the Bureau of the Budget and if you reach 

the point where you cannot get proper consideration by the Bureau 
of the Budget, be frank enough to tell us so. 

I do not know how much pressure is put on the various bureau 
heads, not to talk about things not approved by the Bureau of the 
Budget, but 1 understand there is considerable. 

Mr. Morse. I can only speak for myself, Mr. Preston. 

If I think it is desirable to do so, I will speak up. 

I was inserting a part of this letter in the record more in justifica- 
tion of our present budget request so there would be no cuts in our 
present request. 

Mr. Preston. Mr. Nielson has something he wants to say. 

Mr. Nre.tson. Mr. Chairman, you will recall when the Secretary 
appeared, he specifically mentioned this particular item and indicated 
his full support for the request. 

Mr. SuHetiry. May I ask the gentleman about whom he speaks 
now? Does he refer to the Secretary of Commerce of last year or 
at the present? 

Mr. Nretson. Secretary Strauss. 

Mr. Suetiey. The proposed Secretary? 

Mr. Nretson. Yes, sir. I might also add that this matter has been 
under consideration for some time in consultation with Mr. Morse, 
Mr. Moore, and myself. We personally looked at this situation at the 
Academy. 

As you mentioned, we have discussed this also with Mr. Rooney. 
We have indicated and shared the belief that we have to begin to have 
a replacement program at the Academy. This reflects the beginning 
of the first step in doing that. 

Mr. Preston. I think we all understand it now. 

Proceed. 

CHAPEL 


Mr. Morse. It will be of interest to members of this committee that 
a contract was awarded during the past year for the construction of a 
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memorial chapel-at the Academy. This chapel is being constructed 
through private contributions by persons interested in the welfare of 
the merchant marine training program and does not involve the ex- 
penditure of appropriated funds. 


STATE MARINE SCHOOLS 


The request for an appropriation of $1,110,000, of which $960,000 
is to liquidate contract authority, reflects the revised funding require- 
ments for this program which were brought about by Public Law 
85-672, the Maritime Academy Act of 1958. This act authorizes the 
Secretary of Commerce to enter into contracts with the States or with 
the individual cadets for periods up to 4 years, covering the entire 
period the cadet will be in residence at the State academy. In addi- 
tion, it increases the allowances to cadets from approximately $450 to 
$600 per year per cadet and increased the contribution to each State 
school from an authorized $50,000 to $75,000 per vear per school. 

In order to comply with the provisions of this act it is necessary 
that we record obligations under authority granted in the act for allow- 
ances to the State schools and allowances to the individual cadets in 
the full amount required for the 3- or 4-year period. Three of the 
schools conduct a 3-year course and the New York Academy con- 
ducts a 4-year course. 

Cash requirements for liquidation of these obligations are limited to 
the amount required for the academic year 1959-60. The amount 
requested as an appropriation for maintenance and repair of the 
Government-owned ships loaned to the schools is at the same level as 
past years with a minor adjustment due to rounding. Because of the 
increasing age, of the ships, together with rising repair costs, it is be- 
coming ine reasingly difficult to: maintain the ships in a proper state of 
repair “with this amount. It is hoped, however, that the proposed 
average of $37,500 per ship will be adequate for the coming year. 


SHIP CONSTRUCTION PRESENTATION 


Mr. Preston. I would like to inquire, Mr. Morse, either of you or 
Mr. Nielson, why the justifications are prepared as they are this year 
on page 553? It is noted that under fiscal year 1959 no items appear 
for “Ship construction,” “Acquisition of ships,’ ‘Research and de- 
velopment,” and so forth, while in the column 1960 the requested 
amounts are shown as increases over fiscal 1959. 

I take it that the reason you did that was because they were non- 
recurling items? 

Mr. Nrexson. That is correct. 

Mr. Preston. I still do not like the way it is done because actually 
ve had programs in these areas. We expended funds in fiscal year 

959 for this purpose and I do not think that we—the Government 
or the Congress—should be shown through these pages as having in- 
creased the budget by the total amounts. 

Mr. Nretson. Mr. Chairman, this has been a practice generally 
that developed over some number of years. We show this as a non- 
recurring program and that is basically the only reason it is shown 
this way. 

Mr. Preston. I think it is debatable whether it is a nonrecurring 
program. You build different ships but you build ships right on. It 
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might be 17 one year and 14 the next year, but it is ship construction 
right on. 

Mir. Nretson. We would be very happy next year to show this the 
other way. 

Mr. Preston. I want the justifications amended this year. We do 
not want to wait until next year. I want the sheets that we have 
inserted in the record to be corrected to show the exact amounts that 
go to make up the total of $141,475,000 and with the proper plus or 
minus figures appearing in the righthand column. 

Can this be done without too much trouble? 

Mr. Nrevson. Yes, sir. 

Mr. Preston. Actually, the total funds will be less for 1960 than 
in 1959? 

Mr. Morse. For ‘Ship construction,” that is correct. 

Mr. Preston. I think that the Commerce Department ought to 
get credit for that. I do not think it should appear that you are 
asking for $129 million over fiscal year 1959. 

Mr. NIe.son. Ww e will be happy to make the change, Mr. Chairman. 

Mr. Preston. Is this done by direction of the Bureau of the Budget? 

Mr. Nrevson. Partly and partly—off the record? 

Mr. Preston. All right. 

(Discussion off the record.) 

Mr. Preston. On the record. 

Mr. Nrevson. I will be glad to make the changes you want, Mr. 
Chairman. 

Mr. Preston. Do you know of any good purpose that can be 
served by showing these items as increases over prior fiscal years? 

Mr. Nietson. One of the particular reasons that happe ns to be 
shown this way is that it has a tendency to show the true increase 
in program level. 

Mr. Preston. I differ with you there. 

Mr. Nietson. That has been some of the philosophy over a period 
of years in connection with this program. 

Mr. Preston. As to the program level, we build 17 ships one year 
and the next year we build 14. If you want to show the program 
level, show the reductions. 

Mr. Nietson. It happens that those are new ships. That is some 
of the philosophy behind it. 


Sutp CoNnsSTRUCTION 
Program and financing 


| 


1958 actual | 1959 estimate | 1960 estimate 





1, Construction-differential subsidy _-- 77, 182, 841 | $131, 385, 066 $107, 700, 000 


2. Construction of prototype ships 218, 703 578, 951 
3. Acquisition of tankers as 296, 375 
4. Acquisition of replaced ships- 16, 381, 688 24, 490, 312 17. 500, 000 
5. Research and development 2, 570, 600 6, 252, 814 6, 200, 000 
6. Nuclear ship construction and design ___.- 14, 353, 840 1, 796, 160 500, 000 
7. Administrative and warehouse expenses. 1, 205, 459 2, 150, 000 2, 500, 000 


' 
‘ Total obligations 111, 913, 131 166, 949,678 | 134, 400, 000 

Financing: 

Unobligated balance brought forward. 161, 763, 919 | —52,850,788 | —27, 376,110 


Program by activities: 
|— 
Unobligated balance carried forward —_ - dsaal | 52, 850, 788 | 27, 376, 110 | 21, 976, 110 


Appropriation (new obligational authority) - 3, 000, 000 | 141, 475, 000 129, 000, 000 
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Object classification 





1958 actual | 1959 estimate | 1960 estimate 





MARITIME ACTIVITIES | 








CM ge NE $959, 769 | $3, 483, 460 | $1, 700, 000 
Services performed by other agencies as Razin 1, 947, 459 | 3, 039, 896 3, 200, 000 
pment 5. Nie ee ee _....-| 31,191,873 | 27, 660, 193 19, 500, 000 
ll Grants, subsidies, and contributions. ................_-... | 77,182,841 | 131, 385, 066 | 107, 700, 0, 000 
Total, maritime activities. .......- eae es Sf eee 111, 281, 942 \ 165, 568, 615 132, 100, 000 000 

| \ 

ALLOCATION ACCOUNTS 

| | 
07 Other contractual services a a aa ea 631, 189 1, 381, 063 | 2, 300, 000 
Total obligations Sa en ieee aon | 111, 913, 13 31 166, 049, 678 ; “134, , 400, 000 


Obligations are distributed as follows: 


a 


| 
Maritime activities.__...................--..--.-- __.| 111,281,942 | 165, 568,615 | 132, 100, 000 
Depertment of Defense. .......-........-.--.-- Jeeok eas | 2, 148 | 10, 808}. 3 <- ccc eoke 


Atomic Energy Commission....................-....- ---| 629, 041 | 1, 370, 959 2, 300, 000 





Mr. Preston. The first item we will take up is ‘Ship construction,” 
and we will insert at this point in the record pages 556 through 566. 
(The pages follow :) 
Summary of requirements 


eeeeenerennentnms> NEN WINN BINOD on ech in onan cnuccebasduedebcebuttiedicksbeaanee $141, 475, 00? 
Net difference—1960 under 1959 

















Requirements Difference 
aoe Soe | increase (+) = 
| | or de- 
Ng 1959 1960 estimate | crease (—) 
» Mista. — er 
Construction-differential subsidy - - - ves $116, 315, 000 | $105, 000, 000 | —$11, 315, 000 
Acquisition of replaced ships.........--.---- | 18, 185, 000 17, 500, 000 | — 685, 000 
Research and development. _--._........---- | 4, 100, 000 3, 900, 000 — 200, 000 
Administrative and warehouse expenses.___| 2, 875, 000 | 2, 600, 000 | 275, 000 
Gross requirements. .................. | 141,475,000 | 129, 000, 000 —12 . 475, 000 — 12, 475, 000 
ot ag anc ale 
Otel Satimnte of appronrintion, 1000 .jic ds csthisnsecsid wri nadndgasstcecuaddass si 129, 000, 000 


GENERAL STATEMENT 


The ship replacement program for subsidized operators, a program which is 
vital to the Nation’s shipyards, resulted in contracts for construction of 15 new 
vessels in fiscal year 1958. Six operators are committed to contract, in the current 
year, for construction of 21 ships. The program for 1960 provides for awarding 
construction contracts for 14 new ships for four operators. 

The replacement program which is getting into full swing is geared to negotiated 
long-range agreements with the subsidized operators to replace their fleets on an 
orderly basis. All effort has been directed toward a planned schedule of an aver- 
age of 20 ships each year through 1972, exclusive of new operators. This plan 
gives recognition to the need for distributing budgetary requirements over the 
greatest possible number of years, and, at the same time, getting ships replaced 
within a period in which they can be reasonab ly expected to operate economically. 
Extending the program into 1972 will result in an average age at replacement of 
about 23 years and the oldest ship will be 27 years. Present agreements and 
negotiations with the operators could result in requirements in 1960 for up to 
26 ships. However, in view of the myriad of details which tend to delay consum- 
mation of construction contracts, it has been determined to request funds for 14 
ships which, based on the current status of negotiations, are assured of accomplish- 
ment in fiscal year 1960. 

A research and development program is proposed in the amount of $3.9 million 
which includes $1.9 million for component development and special studies, the 
bulk of which is for development resulting from current projects; and $2 million 
for nuclear research and development. 
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Administrative and warehouse expenses of the program are estimated at $2.6 
million. 
In summary, the proposed program will provide— 


A. Ship replacement program..----..--.---..---- eee eee 
B. Acquisition of replaced ships_- lagen Aponiaaiaaars ser eect anae’ 17, 500, 000 
C. Research and development - - -. eh SF cag baie a «Shei cracls 3, 900, 000 
D. Administrative and warehouse expenses - - - - - - - - - aa eiaaeripal 2, 600, 000 

RE i hates taille i ada od} ehiane swe elldd as Serene eee 


JUSTIFICATION 


A. Ship replacement program, $105 million 

Funds were programed in 1959 for construction of 21 new cargo vessels for 6 
subsidized operators. To date, Lykes Bros. Steamship Co. has contracted for 
construction of 4 ships; Moore-McCormack Lines has contracted for construction 
of 3 ships; and, bids have been received for construction of 4 ships for American 
Export Lines, thereby accounting for 11 of the proposed 21 ships. The remaining 
10 ships are programed for American Mail 4, Mississippi 4, and Pacific Far East 
Line 2, all of which are scheduled for contract award by June 30, 1959. Current 
negotiations with American Mail and Mississippi indicate the possibility that 
each of these companies will contract for three instead of four ships. If this 
occurs, any saving in the current program will be made available to other operators 
whose replacement commitments have been deferred due to budgetary restrictions. 

The funds requested for 1960 are for construction-differential subsidy and 
national defense features on 14 new ships for subsidized operators having con- 
tractual obligations for replacement. In view of present commitments to contract 
for replacement in 1960 being in excess of the number of ships budgeted, the funds 
will be applied on a first-come first-serve basis. The following tabulation reflects 
a comparison of the construction contracts awarded in fiscal year 1958, those 
programed for 1959, and the proposed program for 1960, the latter being on the 
basis of the current status of negotiations with the operators: 














' 
Number of ships | 1960 program 
é ie a 
| : 
1958 1959 | Number Cost (in 
} | ships millions) 
‘ wiba ea tts el evi + okt iibiieieente LS] a 
American Export Lines, Inc---- 4 | 4 3 $20 
American Mail Line, Ltd.. — me: Ahi. ated 
American President Lines, Ltd___._---- “ . 2 | | . aqen-- 
Farrell Lines, Inc_. | 4 27 
Grace Line, Inc_. | 3 33 
Lykes Bros. 8S Co., Inc_--. | 5 | 4 | 4 25 
Mississippi Shipping Co., Ine --| 4 | ; at 
Moore-McCormack Lines, Inc _- ss | 4 3 | 
Pacific Far East Line, Inc_--_- } | 2 a wiinataedtiae Recall 
Fanci ea seasons Regs ie ees 
Potel cases: 15 | 21 | 14 105 
l | 








American Export Lines, Inc., entered into shipyard construction contracts in 
February 1958, for construction of four new cargo vessels. Bids have been re- 
ceived for construction of four additional ships to be contracted for in fiscal year 
1959. Under the terms of its operating subsidy contract, Export is required to 
contract for construction of five additional ships in fiscal year 1960. The budget 
request provides for three of these five ships. This company operates a fleet of 
30 vessels, 28 of which were built between 1939 and 1946. 

American Mail Line, Ltd., has filed a formal application for construction subsidy 
on four new cargo vessels to be contracted for in fiscal year 1959. However, 
present negotiations indicate that only three will be contracted for in 1959. The 
proposed new ships are of the Seafarer class. 

American President Lines, Ltd., entered into a shipyard construction contract 
in February 1958, for construction of two new cargo vessels. An application has 
been filed for construction subsidy with respect to construction of a superliner 
for the transpacific service, as authorized by Public Law No. 85-521, approved 
July 15, 1958. Request for funds for this construction has been deferred pending 
determination of financing policies. 
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Farrell Lines, Ine., has a long-range replacement program incorporated in its 
new operating-differential subsidy agreement requiring contracting for construc- 
tion of five new vessels in fiscal year 1960. Preliminary plans and specifications 
for the new vessels have been received and are being reviewed. The budget 
request provides for four ships.in 1960. 

Grace Line, Ine., has a long-range replacement program for construction of 27 
vessels. A contract was awarded in 1956 for construction of two combination 
passenger/cargo vessels. Grace is presently working on plans for improved-type 
eargo and combination vessels, larger and faster than the present fleet. Five 
new ships are required in 1960 to meet this company’s replacement obligation. 
An application has been filed for construction subsidy on three of these .vessels 
with the deferral of the other two ships until 1961. 

Lykes Bros. Steamship Co., Inc., has a long-range replacement program for 
construction of 53 cargo ships. A contract was awarded in 1958 for construction 
of five ships; an award has been made for construction of four ships in 1959; four 
more are scheduled for 1960; and the balance is distributed over the following 9 
years. 

Mississippi Shipping Co., Inc., has filed a formal application for construction 
subsidy covering construction of four vessels in fiscal year 1959 in accordance 
with its long-range replacement program. However present negotiations indicate 
that only three will be contracted for in 1959. 

Moore-McCormack Lines, Inc., has a long-range replacement program for 
construction of 45 vessels. Contracts were awarded in 1956 for construction of 
two combination passenger/cargo vessels; in 1958 for four cargo vessels; in 1959 
for construction of three cargo vessels; and the balance is distributed over the 
following 10 years. 

Pacific Far East Line, Inc., has filed an application for construction subsidy 
in 1959 on construction of two cargo vessels to complete its present replacement 
program obligations. 

States Steamship Co., has a long-range replacement program incorporated in 
its operating subsidy: agreement ‘requiring award of -construction ¢gntracts in 
1960. A formal application has been filed for construction subsidy covering 
construction of three cargo vessels in fiscal year 1960. This construction can 
be accomplished in 1960 only if delay occurs in negotiations with other companies. 

United States Lines Co., is required to replace the SS America which becomes 
20 years old in 1960. Public Law 85-521, approved July 15, 1958, authorizes 
construction of a superliner as a replacement for the America. Request to pro- 
vide funds for this construction has been deferred pending determination of 
financing policies. Under the terms of its present operating subsidy contract, 
United States Lines is required to contract for construction of 44 new cargo 
vessels between the years 1960 and 1963 to replace its present fleet of C—2 cargo 
vessels by the time the latter ships become 20 years old. Negotiation of a long- 
range replacement program is anticipated to provide for a phased program on a 
decelerated basis. No funds are requested herein for 1960. Design of the 
replacement ships is currently, in process. 


B. Acquisition of replaced ships, $17,500,000 

It is requested that funds be made available to acquire the vessels contem- 
plated for replacement under the ship replacement program. Construction of 
14 new vessels is scheduled in 1960 to replace 14 old vessels. The fund require- 
ment is based on an estimated average cost of $1,250,000 per vessel. 

This estimate is subject to many variable factors, e.g., type and age of ships 
to be traded in, fluctuation in market valuation, election by the operator to trade 
in on other than a 1 for 1 ship basis, and election by the operator to operate the 
traded-in ships under a use agreement. 

Experience to date is limited to contracts awarded in fiscal year 1958. These 
contracts resulted in the trade-in of 17 old ships for construction of 15 new ships 
at allowances ranging from $900,000 to $1,552,000 at an average budgetary require- 
ment (on a one-for-one ship basis) of $1,350,000. It is anticipated that this aver- 
age will be reduced to approximately $1,200,000 by continued use of the ships by 
the operators during the period of new construction. 

In view of the many variables, the limited experience to date, and the type of 
ships planned for replacement in 1960, it is considered advisable to continue the 
use of $1,250,000 as an average cost for budget projections. 


C. Research and development, $3,900,000 
It is essential that research efforts be continued to meet the ever-increasing need 
to improve the competitive position of the merchant marine. The necessity for 
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extended research effort in 1960 is further magnified by the replacement require- 
ment for the entire merchant fleet, and the advent of nuclear propulsion. A major 
step has been taken through award of a contract with the National Academy of 
Sciences, National Research Council, to advise the Maritime Administration in 
the creation of an optimum research and development program. The Council is 
to determine the most profitable research objectives; translate these objectives 
into specific suggestions as to relative importance and priorities; and delineate 
methods by which the indicated research and development can be effectively 
carried out. 

The research and development activities of the Maritime Administration com- 
prise three general categories; i.e., Liberty conversions; nuclear research and 
development; and component dévelopment and special studies. The Liberty 
conversion program was designed to evaluate the defense potential of the reserve 
fleet through upgrading the Liberties. Four ships have been converted and are 
in test operation. The nuclear research and development program is geared to 
one principal goal: provide for the advent of economic nuclear ships for the 
American merchant marine. This program is long range in nature. It is follow- 
ing a pattern of feasibility studies, research, experimentation, and development 
The remaining category, component development and special studies, provides 
for accomplishment of statutory requirements directing the investigation of new 
designs, new methods of construction, and new types of equipment. 

Pending completion of the National Research-Council study, the research and 
development program will be continued on a modest scale based on the following 
general principles: 

1. The industry will be encouraged to undertake research activity in its own 
interest. 

2. Maritime will continue, in cooperation with Atomic Energy Commission, 
to work toward the development of nuclear energy as a source of power for ship 
propulsion. 

3. Maritime will undertake the development of new and revolutionary designs 
for seagoing craft such as. hydroefdil ships, subsurface. cargo. earriers, and other 
high-speed or more efficient ships. 

4. Maritime will continue studies designed to provide improved systems and 
equipment to reduce operating and construction costs while providing ships that 
are safer and of greater defens2 value. 

5. Maritime will contract for actual fabrication or procurement of prototype 
equipment only in those cases where the item is so large or so completely unproven 
that no single manufacturer or operator can reasonably be expected to underwrite 
developmental costs. 

The proposed research and development program for 1960 consists of— 





1. Component development and special studies____..._.......-... $1, 900, 000 
2. Nuclear research and development. _-- --- -- ie a ee 
ON a A dome sk isha ca eur tm aisle ss os teasen ovat Se Sa crap ee _ 3, 900, 000 


1. Component development and spectal studies, $1,900,000 

The program requested herein is complementary to current research and pro- 

vides for special studies and development of general components and materials 
used in construction and operation of merchant vessels. The types of projects 
for which funds are requested in 1960 include development of hydrofoil plans, 
subsurface ships, advanced hull types, ship-handling systems, operations research, 
model basin testing, cargo-handling research, and ship structure research. 
_ Scientific and technical studies already commenced will be extended in 1959 to 
include design work on a scale model preprototype hydrofoil craft. It is planned 
to award a contract in fiscal year 1960 for construction of the hull of a preproto- 
type scale model of an oceangoing hydrofoil ship. 

As a result of current research studies, engineering design work will be started in 
1960 for the high-speed subsurface ship. Preprototype models are scheduled for 
subsequent years. 

_ The size and speed of cargo ships have gradually increased over a long period of 
time. It is planned to make a study to establish upper economic limits of speed 
and size and provide a framework for future development of the general cargo 
ship. These studies will take into consideration the advent of nuclear propulsion. 

With the opening of the Great Lakes, a problem faces ocean shipping in navi- 
gating through narrow lock chambers without the usual lock control system, such 
as found on the Panama Canal locks. Also there is need for navigating in close 
channels where crosswinds and currents require the constant use of tugs or some 
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alternate system for handling the ships at slow speeds. It is proposed to investi- 
gate various built-in systems for ship handling such as bow controls, active rud- 
ders, and other means for enabling the ships to be controlled in restricted areas 
without the use of tugs. 

In the area of operations research it is planned to develop a coordinated and 
integrated data processing system which will include processing data from the 
subsidized operators; studies will be made of ship operating procedures and prac- 
tices with a view to improving the efficiency of ship operations from a standpoint 
of manning, subsistence, maintenance, and watch standing; and human engineering 
and man-machine studies currently being made will result in development of 
equipment to enable a bridge officer to make more accurate and timely decisions 
to prevent accidents. 

It is proposed to continue cargo handling research in conjunetion with the Mari- 
time Cargo Handling Transportation Conference, ship structure research with the 
Ship Structure Research Committee, and model basin testing at the David W. 
Taylor Model Basin. 


2. Nuclear research and development, 82 million 

The Atomic Energy Commission and the Maritime Administration are jointly 
engaged in a program to develop nuclear propulsion for commercial shipping. The 
1960 program is directed toward continuation of a progressive schedule of feasi- 
bility and engineering studies relating to advanced type reactor applications; im- 
provement of current vessel containment and shielding concepts; research and 
development in the area of shoreside, shipboard and training requirements. The 
foliowing tabulation reflects the projects proposed for 1960: 


(a) Nuclear ship Savannah development 


: ... $550, 000 


(b) Advanced systems- : By EIT. : 150, 000 
(ec) Nuclear ship development. Eee Peeks ..-- 400, 000 
(d) Nuclear ship operations development- Pein ee ai = 450, 000 
(e) Shore facilities development Sere ca os eRe SE RO 

MN oe in os bo : oon Poaceae a ome a 2, 000, 000 


(a) Nuclear ship “Savannah” development, $550,000.—In 1960 it will be neces- 
sary to engage in a plant simplification and engineering program designed to 
simplify and reduce the size, weight, and cost of major plant components of the 
nuclear ship Savannah. In addition, problems relating to waste disposal and 
maintenance and servicing will have to be resolved. It is planned to develop 
methods for concentration of shipboard wastes and their safe disposal at sea. 
Procedures will be developed for maintenance and servicing equipment for ship 
components located in the reactor area, stressing speed, simplicity and safety, 
and simple packaging of replacement and spent components. 

(b) Advanced systems, $150,000.—It is expected that a design feasibility and 
engineering development program will begin in 1959 and continue in 1960 on 
advanced nuclear ship concepts, including determination of optimum large and 
small powerplants, arrangement and systems. Efforts to date have been directed 
toward design solution for 20,000 shaft horsepower since this plant size is in the 
power range for the bulk of the ships under construction. Also to be studied 
is the application of nuclear power to large submersible tankers. 

(c) Nuclear ship development, $400,000.—One of the areas of great potential 
in achieving economy of construction and operation of nuclear ships is in shield- 
ing and containment. Since the nuclear ship Savannah plant weighs approx- 
imately 3,200 tons of which only 800 tons are traceable to the reactor propulsion 
equipment, much work remains to done in reducing size, weight, and conse- 
quently, cost of the shielding and containment. A potential 20 to 30 percent 
reduction in nuclear powerplant construction costs, together with greater cargo 
capacity possibilities, provides substantial incentive for initiation of a vigorous 
program in 1959 and continuing through 1960. The program will begin with 
design and optimization studies followed by fabrication and rigorous testing of 
promising alternatives. A second program planned in this area is the design, 
fabrication, and testing of nuclear components and remote simplified automation 
systems. 

(d) Nuclear ship operations development, $450,000.—The success of a program to 
introduce nuclear-powered merchant ships into normal channels of foreign and 
domestic commerce is dependent, in good measure, upon the effectiveness of a 
program to assess and minimize potential environmental hazards resulting from 
nuclear ship operation and to maximize shipboard safety. The program for 1960 
includes collection and collation of data on harbor, tide, current, and physical 
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conditions as a basis for operating procedures to satisfy safety aspects of merchant- 
ship operations in major ports of the world, particularly in relation to possible 
discharge of radioactive waste materials. Shipboard safety studies will be up- 
dated and data collected is to be used as a basis for analysis of safety criteria for 
nuclear ships. A nominal program of information release and distribution of 
technical and documentary material and exhibits will be undertaken as an im- 
portant aspect of the demonstration phase of nuclear propulsion. 

Based on data now being developed by the University of Michigan on non- 
technical aspects of nuclear ship operation, ground rules will be established for 
operation in domestic and foreign waters. A modest program is planned in 1960’ 
for development of test equipment and emergeney repair equipment for nuclear 
ships. 

(e) Shore facilities development, $450,000.—The purpose of this project is to 
provide the facilities and equipment necessary to meet the unique requirements of 
nuclear-powered ships. As the nuclear merchant marine grows to appreciable 
size in the future, it is expected that a number of private shipbuilding and repair 
yards will invest in capital equipment necessary to perform repair and mainte- 
nance work. Some provision must be made, however, in the interim to cover the 
initial ships. To encourage private ship operators to enter the field and to provide 
appropriate shore facilities for Government-owned or sponsored ships,. the Mari- 
time Administration must provide facilities and equipment which will be flexible 
in terms of reactor systems requirements and mobile, insofar as possible, to avoid 
excessive capital investment around the world. 

The technical requirements, safety considerations, and procedures are now being 
scoped by the Electric Boat Division of General Dynamics Corp. under an Atomic 
Energy Commission contract. Maritime Administration, for its part of the 
program, will undertake detailed design and construction of facilities and procure- 
ment of equipment. Based on preliminary studies, contracts will be awarded in 
1959 for waste-disposal facilities; storage facilities for spent fuel, spare and re- 
placement fuel elements, and sensitive reactor replacement parts; core-refueling 
equipment; and special tools, equipment, and work areas for reactor maintenance 
and repair. The 1960 program requires funds for land and structures for hot-core 
storage and waste-handling equipment. 


D, Administrative and warehouse expenses, $2,600,000 

Administrative and warehouse expenses of the ship construction program are 
budgeted under this appropriation head for ultimate transfer to the appropriation 
“Salaries and expenses.’”’ The amount requested is the estimated requirement 
for administering the proposed new construction program until completion. 
Because most of the projects require more than one fiscal year to complete, the 
amounts appropriated annually in the ship construction fund for administrative 
and warehouse expenses are administratively reserved for use over the entire 
ship construction period. Each year provision is made through the appropriation 
limitation procedure for specific amounts that may be transferred to “Salaries 
and expenses’”’ for this purpose. The limitation, so imposed, includes use of 
prior year funds as well as new funds. 

The new ship construction programs for which funds are requested in 1960 
will result in administrative and warehouse expenses for personal services in the 
Washington and field offices, together with other objects of expense, such as 
travel, communications, etc. The appropriation requirement is $2,600,000 to 
administer the 1960 programs through completion. 

Projects currently under way and those to be initiated in 1960 out of prior 
year funds will result in administrative and warehouse requirements in 1960. 
Funds already appropriated for this purpose have been reserved for use as the 
programs develop. The dollar limitation required for transfer in 1960 is $2 million 
for obligations related to ship construction projects initiated under prior year 
appropriations, and $500,000 for obligations of the program generated by the 
proposed 1960 ship construction appropriation. In all, a total limitation of 
$2,500,000 is required in 1960 for transfer to “Salaries and expenses” for adminis- 
trative and warehouse expenses. 


SHIP REPLACEMENT PROGRAM 


Mr. Preston. Will you furnish for the record at this point a list of 
the companies with the number of ships planned to be constructed in 
fiscal 1960? I believe you read those in your statement. 


Mr. Morse. Yes, sir. 

I can give it to you right now. 

The ships we propose to construct in fiscal year 1960 are three for 
American Export Lines; four for Farrell Lines; three for Grace Lines; 
and possibly four for Lykes Bros., totaling 14 ships. 

Mr. Preston. Mr. Morse, why did you settle on 14 when that is 
far below the level that the act contemplates? 

If we were to replace the number of ships for companies that are 
under sudsidy contract, we would be replacing 20 or 25 ships; would 
we not? 

Mr. Morse. Twenty ships a year, if you do it on a 14-year basis, 

There are, in round figures, 280 to be replaced. 

To start the other way, there are 312 ships that are under operating 
subsidy contract and 29 of those are Mariner types and will not need 
replacement for another 12 to 15 years. We have replaced four 
passenger ships so you get down, in round figures, to 280 ships roughly 
over 14 years and that averages out to 20 a year. 

Mr. Preston. Why are we - dropping down to 14? That is a pretty 
low level, it strikes me. 

Mr. Morse. Primarily a budgetary problem. 

Mr. Preston. There is no new policy of the Board or the Adminis- 
tration, is there? 

Mr. Morse. No, actually our contracts with the operators would 
call for 26 ships to be built provided funds were appropriated for the 
purpose. 

UNOBLIGATED FUNDS 


Mr. Preston. You have some funds on hand that you are not using, 
Mr. Morse, some $6 million or $7 million you cannot use? 

Mr. Morse. Ship construction funds? 

Mr. Preston. Yes. 

Mr. Morsn. We will end up this year with $12 million. 

Mr. Preston. I am going back to a date beyond that. I am going 

ack to some money left over from the Mariner program. 

Mr. Morss. Mr. Fisher can answer that. 

Mr. Fisner. Mr. Chairman, we do have something in excess of $7 
million in unobligated funds that were appropriated back in 1951 
through 1954 for construction of Mariner class ships. We have 
virtually completed liquidation of those contracts and this money is 
no longer available for obligation. Most of it will not be required for 
liquidation of these contracts. 

Mr. Nietson. May I interject here one moment? 

If I am correct, Mr. Fisher, the amount you referred to has a 
language provision covering an amount of about $833,000 which is 
contained in the supplemental pay bill that would make the $833 ,000 
available out of this fund to pay for pay costs. 

Mr. Preston. I understand that is true but the committee would 
like to have the exact figures on the amount.on hand and the amount 
that would be chargeable against this balance by virtue of the supple- 
mental appropriation bill that is still pending, I believe. 

Mr. Fisuer. | have the exact amount. 

Mr. Preston. What is the amount on hand? 
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Mr. Fisner. $7,361,541. 


(Notge.—The following was subsequently furnished for the record: Of this 
amount, we have a definite requirement for $14,776. We believe it desirable to 
retain a total of $1 million to cover this amount and potential claims on a matter 
now in dispute. The remainder of $6,361,541 is unrequired.) 


Mr. Preston. Can you give your figures with definiteness now? 
Mr. Nietson. I would like to insert these figures in the record, 
but I would like to verify them. I think it is $833,075. 


SUPERLINER CONSTRUCTION 


Mr. Preston. You do not seek any funds in this budget for the 
construction of the two so-called superliners? 

Mr. Morse. No, sir. 

Mr. Preston. Do you have any idea when you are going to ask 
for funds for that purpose? 

Mr. Morse. That turns on two problems and one is the determina- 
tion whether the ships will be built under the special legislation with 
Government financing or whether they will be built with private 
financing. Secondly, it depends on the overall budgetary problem 

Mr. Preston. I believe it is the policy of this administration to 
require that ships be built by private financing; is that true? 

Mr. Morse. That is our policy as far as ships built under the 1936 
act are concerned. When the President signed the special legislation 
for the two superliners, he expressed some misgivings on Government 
financing and requested the Secretary of Commerce to survey the 
availability of private financing and whether private financing was 
available at a fair and reasonable cost. 

Mr. Preston. Do you have any reason to believe that the private 
financing picture is going to be improved any beyond what it was 
when the decision was made to bring legislation to the Congress to 
authorize Government financing for these ships? 

Mr. ‘Morse. There is no question in my mind but that private 
financing is available at fair and reasonable terms today. When I 
say “fair and reasonable terms,’ I mean money is available and those 
are the going rates in the open market for money. That does not 
nece ssarily mean, in my mind, that the owners can afford to build these 
ships, paying the interest that is now current. 

Mr. Preston. That is what we mean when we say the “private 
financing picture.”’ 

We mean whether a builder or an owner can obtain the money and 
pay the rates of interest he would have to pay and then operate the 
ship on an economic basis to make money. 

You doubt that? 

Mr. Morsn. I testified before the Merchant Marine and Fisheries 
Committee that I thought these ships would not be built if the private 
financing route was followed. 

I see no reason to change my view. 
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REIMBURSEMENT FOR DESIGN AND PLANNING COSTS OF SUPERLINERS 


Mr. Preston. I share that view. 

That brings up this question, and so doing I do not want to convey 
the impression that I am abandoning in any way, or giving up, the 
idea that these ships should and will ‘be built, but since it is a policy 
of this administration to insist on private financi ‘ing, which is, in effect, 
sounding the death knell for these two ships unless Congress goes 
against the administration’s policy, we have the problem facing us of 
whether these two companies should be reimbursed for the design 

and planning costs. 

In the case of the American President Lines, it is in the neighborhood 
of $1.3 million, and in the case of the U nited States Line, probably 
only $200,000. I believe they had some plans already, so they did 
not have too much additional expense. 

Without prejudicing the future of the ships as to their construction, 
what is your position on whether they should be reimbursed for the 
Government’s part, and their part out of the reserve fund? 

Mr. Morse. As far as I know, there have been requests for reim- 
bursement by only one of the two companies. 

I would be opposed to permitting the operator to reimburse his 
general fund out of his capital reserve fund for several reasons. Like- 
wise, | would be opposed—all this in a matter entirely for the Congress 
—in principle to the Government appropriating funds to reimburse 
the operator primarily for these reasons: I do not feel that either the 
Government or the Congress, and certainly not the Maritime Ad- 
ministration, led the operator down the primrose path which led him 
to incur these expenses. 

They did it voluntarily. In their negotiations with Maritime they 
were at least as active, if not more active, than Maritime was, in pro- 
cessing the idea of a passenger ship for one of these services. 

Secondly, these people are in the steamship business and they are 
expected to make programs and plans for development of their oper- 
actions. 

They are in a bigtime operation and they should be financed for a 
bigtime operation. This operator has been inclined to disburse too 
much of his free, available funds by way of dividends. Furthermore, 
this operator has utilized some of his working capital funds, to my 
mind, for unnecessary purposes, purposes unnecessary to a steamship 
operation, and, as a result, they have gotten themselves in a short posi- 
tion on their working capital. 

Furthermore, when Maritime approved their going ahead and de- 
veloping plans and specifications for the passenger ships, we put on 
the specific warning that if they did so, they did so at their own risk 
and we would not permit them to reimburse their general funds from 
the capital reserve funds unless the contract for the ship was in fact 
signed. 

Mr. Preston. Could a copy of that document be made available, Mr. 
Morse ? 

Mr. Morse. Certainly. We will supply it for the record. 

(The document referred to follows :) 
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FEDERAL MARITIMB BOARD, 
Washington, D.C., April 2, 1956. 
AMERICAN PRESIDENT LINES, LTD., 
San Francisco, Calif. 

GENTLEMEN: This refers to Mr. Killion’s letter of March 14, 1956, addressed 
to the Secretary, concerning the work necessary to develop the preliminary 
design of a 26-lnot passenger vessel for the transpacific trade. 

Your letter requests, in effect, that the proposed letter agreements with Gibbs 
& Cox, Inc., dated October 25, 1955, and February 22, 1956, applicable to the 
preliminary design of the proposed 26-knot ship, be approved ‘with the under- 
standing that construction-differential subsidy will be granted for the cost in- 
volved, provided the results obtained are useful in furthering this study.” 

The Board’s position on matters of this kind is that construction subsidy 
is contingent upon (@) ultimate approval by the Board of your company’s appli- 
cation for construction subsidy aid in the construction of the vessel; (0) the 
design data developed by the contracts being incorporated into the design of 
the vessel ultimately built; and (c) the costs of the design contract being fair 
and reasonable, as determined by the Board. With these conditions applicable, 
there is no objection to your entering into the Gibbs & Cox contract. Expenses 
attributable to design work for vessels not ultimately built are, of course, not 
eligible for construction subsidy. 

With respect to making payments on the Gibbs & Cox contract from “General 
funds” with the understanding that permission will be later granted to reim- 
burse “General funds” from the “Capital reserve fund,” you are advised that 
your letter of March 14, 1956, is accepted as the “timely application” referred 
to in the Administrator’s letter of October 27, 1955, and any subsequent request 
for transfer of fund from the “Capital reserve fund” in reimbursement of your 
“General funds” covering disbursements under the aforementioned letter agree- 
ments will be given the same consideration as would have been given to an ap- 
plication filed in advance of the commitment for authority to make the with- 
drawal of the necessary funds from your “Capital reserve fund.” Similar to 
the subsidy question, however, the “Capital reserve fund” would not be avail- 
able for design expenses attributable to any proposed vessel not ultimately built. 

Very truly yours, 
CLARENCE G. Morse, Chairman. 


Mr. Preston. Any further comment ? 
Mr. Morsg. No,sir. That covers i. 


SHIPS PROPOSED BUT NEVER CONSTRUCTED 


Mr. Preston. This question has interested me for some time. 

Subsidized companies, from time to time, are called on to make 
plans for ship replacement and, in a good many instances, those ships 
were never actually constructed. 

Do you know of many such cases? 

Mr. Morse. No. sir. 

Mr. Preston. There are some? 

Mr. Morse. There could be, but I am not aware of them. 

Yes; there was one. The American Mail Line on the west coast 
did design an 18-knot ship, and, after negotiations and considerable 
pressure on the part of the Board, they agreed with us to build a 
20-knot ship. That is one instance I had forgotten. 

Mr. Preston. I made inquiry of one company. I hesitate to put 
the company’s name in the record and I do not. know if it makes 
any difference, but I inquired of the president of Lykes Bros. and he 
intimated that it had been a matter of some concern and that. they 
would spend funds under this program for design and then the ship 
would not actually ever be constructed. 

I certainly do not want to see any windfall available to the compa- 
nies who are subsidized, because they have a pretty good one already 
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when they get a subsidy contract, but if it is a legitimate debt that 
we owe’ them, I think some provision should be made to pay them, 

Mr. SheHey, do you have any questions on this particular point you 
want to ask ¢ 
_ Mr. Suetiey. Yes, Mr. Chairman; on the very point you are mak- 
ing now. That is, I want to ask a question on the statement that they 
were never constructed. That may not quite fit. The particular ship 
for which the design was made may never have been constructed, but 
the construction of a ship as a replacement ship may have been de- 
layed for a period of time due to the Board not moving ahead with 
the program, so that by the time they were ready to go, there was a 
different idea as to the ship which necessitated a new expenditure on 
the part of the company. 

Were they reimbursed for the preliminary expenditure where this 
had occurred ¢ 

Mr. Morse. To the best of my knowledge, if there was a consistent 
pattern there, we would permit all of their expenses for designing 
the ship, both for subsidy purposes and also capitalization. 


IMPAIRMENT OF FINANCIAL STANDING 


Mr. Suetiey. The point the chairman made has also happened to 
me, where people have spoken to me, not on behalf of just American 
President Lines, but several lines, and on that information I want to 
ask this question : 

Where there have been cases of delay after a design has been sub- 
mitted and there has been a necessity for modification of design, 
could this possibly at times impair the financial standing of a com- 
pany or embarrass the financia] standing of a company to the point 
they were at a sort of a standstill until they knew where they were 
going on the construction program ? 

Mr. Morsr. With the possible exception of American President 
Lines, which you have mentioned, I do not see how that could pos- 
sibly occur, because the design costs on a cargo ship are relatively 
nominal. It is only in a passenger-ship operation where you run into_ 
the expensive design problem. 

Mr. Suettey. Let us assume that a cargo operation comes in with 
a design for quite a number of replacements at one time. This would 
run into a good amount, would it not? 

Mr. Morse. In separate, different designs? 

Mr. Sueuiey. Not necessarily. 

Mr. Morse. A group of ships? 

Mr. Suettey. Yes. 

Mr. Morse. One design for a single ship or 20 ships costs the same 
amount of money. 


REQUEST FOR FUNDS FOR SUPERLINERS 


Mr. Suetiey. Provided all 20 ships are identical, yes. What. is 
your thought as to when or how the passenger liners authorized by 
the Congress under the special legislation—and I refer specifically to 
the replacement for the America and the new passenger liner for the 
transpacific trade—might be actuated ? 

Mr. Morse. Would you read the question, please? 
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(The question was read by the reporter.) 

Mr. Morsg. I am hopeful that the request for funds will be included 
in the 1961 budget, not having been included in the 1960 budget. It 
is in part a matter of priorities for claims for funds. I think the way 
this thing worked out this year is that when the question was put 
up to the Department of Defense it was: “Is it sufficiently important 
for you to get these two passenger ships built, since you say you need 
them for defense purposes, that you are willing to forgo some other 
requirement in your own budget ?” 

They were unwilling to do so. 

It gets to be a question, if you are going to live within a budget, 
as to which areas receive first priorities. 


DEFENSE REQUIREMENTS FOR SUPERLINERS 


Mr. Suetiey. The Department of Defense did speak up and 
say that these specific liners were necessary to the defense of the coun- 
try, in their view, at that time? 

Mr. Morse. Yes, sir. At the House Merchant Marine and Fisheries 
hearings Defense testified that these two vessels are required for de- 
fense purposes. 

Mr. Suettey. What proportion of the construction of both of these 
liners is attributable to defense requirements being built into the 
vessels; both in the case of the sister ship of the United States and in 
the case of the transpacific vessel for the American President Lines? 

If you do not have the information readily available, supply it for 
the record. 

Mr. Morse. We will have to supply it for the record. We have part 
of the information here. 

Mr. Fioop. I would like to have a horseback opinion as to that part 
you can answer. 

Mr. Morse. Let us talk about the America replacement. It will 
cost approximately $130 million. The ship is tobe sold under the 
legislation for $47 million, which leaves $83 million to be borne by 
the Government. Of this $83 million part of that is for the com- 
mercial ship and part is for the defense features of the ship. 

Mr. FLoop. You stated the question. What is the answer? 

Mr. Morse. My recollection of the portion which is for purely the 
defense features is in the area of $30 million. We will supply a more 
accurate figure. 

(The requested information follows :) 

The cost of the national defense features to be incorporated in these vessels 
is estimated to be $22.5 million for the America replacement and $11.5 million 
for the American President Lines superliner. 

Mr. Suetitey. And what is on the other ship, in a general way ? 

Mr. Morse. Mr. Hoffmann tells me it is between $10 million and 
$15 million in defense features. 


COMPETITIVE SHIPPING IN PACIFIC 


Mr. Suetiey. Does the Federal Maritime Board have any infor- 
mation on the present competition, or proposed increase in competi- 
tion in the Pacific in the passenger field insofar as foreign-flag vessels 
are concerned ¢ 
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Mr. Morse. There is competition there now by the Orient and Pa- 
cific Line, and they are putting in additional ships which are in the 
course of construction at the present time. There is competition and 
in addition the Japanese have combination ships that carry up to 600 
passengers. 

Mr. Sueutey. Is the Board apprized of any proposed new compe- 
tition from the Japanese in this field ? 

Mr. Morse. I do not know of anything specific, but I know there 
have been discussions in Japan for several years about the desirability 
of their building passenger ships for trans-Pacific operations, but I 
do not know how far that has progressed. 

Mr. Suetiey. Purely as a foundation point, were the Japanese in 
this trade prior to World War IT? 

Mr. Morse. They were, with passenger ships. 

Mr. SuHettey. Who predominated in this trade in passenger ships 
prior to World War II? 

Mr. Morse. I think the NYK, the Japanese Line. 

Mr. Suetiey. For the record I would like to say this: As you know, 
I made a trip to the Far East on behalf of this committee on maritime 
matters last fall. I visited 10 shipyards. I did not see an idle way 
in a single shipyard anywhere in Japan. I spent 2 hours with the 
Minister of Transportation of Japan. I spent several hours with the 
people representing the NYK Line and the IINO Line and one other 
line. They made no secret whatsoever of the fact that by 1961 or 
1962 at the latest they intended to be back in the Yokohama to San 
Francisco passenger trade. I saw a copy of their proposal to the 
Diet which was not acted on in the session last year. However, it was 
felt the proposal would have favorable action by the Diet this year. 
This does not propose a subsidy as we know it, but a long-term loan 
deal and certain writeoffs, all of which is better than our subsidy when 
you analyze it. 

They also have very fine combination passenger vessels in the Yoko- 
hama to South American trade with another one ready to go as of last 
December to January. 

If we wait for the building of this new American President Line 
vessel for another year or two we may be out of the picture and these 
people who build good ships and are good sailors will be back in. 

What is your answer to that situation ? 

Mr. Morsr. [have done.everything I can. There is a limit to what 
T can accomplish. 

Mr. Suetiey. In other words, would you say it is not your respon- 
sibility that it is not in this budget? 

Mr. Morse. It is part of my responsibility that it is not in the bud- 
get. I failed to get it included. 


COMPETITIVE SHIPPING IN ATLANTIC 


I saw recently that the British Government is proposing to replace 
the Queens with new smaller and faster vessels. Will this be addi- 
tional competition for the prestige we now have on the North Atlantic! 

Mr. Morse. It will be very serious competition prestigewise as far 
as being able to get the passengers is concerned because they will be 
at least comparable to the S.S. United States. They will be superior 
to the Queens. 
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Mr. Suetitey Do you think the building of a sister ship to the 
United States would help us keep the standing and prestige we now 
have and add to our defense fleet for future use? 

Mr. Morss. Definitely yes in every respect. 

Mr. Fioov. I do not know to what extent Castro is interested or 
capable, or if he is talking out of the top of his hat, but you can never 
tell whether this fellow is fooling or not, but did you see the state- 
ment that he made in New York with reference to the development 
of an offshore merchant marine for Cuba with particular reference to 
dry cargo in the coastal trade, and so forth ? 

Mr. Morse. I am aware of part of the statement. 

Mr. Fioop. That will be enough. 

Mr. Morsg. I think that is symptomatic of what is going on world- 
wide—more of the small countries that were previously not maritime 
countries getting into the maritime field. 

Mr. Fioop. Switzerland, I believe, is building two ships in Italy. 

Mr. Suetxiey. Is this to our advantage or disadvantage as a Na- 
tion under the principles that are set forth in the Merchant Marine 
Act of 1936? 

Mr. Morse. That other countries are also getting into the maritime 
field ? 

Mr. SHetiey. Yes. 

Mr. Morse. I see no reason why we should attempt to prevent any 
country from developing its own merchant marine. I think that we 
should also have an adequate merchant marine for our own purposes. 
The more competition we have the more difficulty our people will have, 
but that does not justify in my mind preventing people from having 
a merchant marine in their own interest. 

Mr. Fioop. I was not aware of anybody suggesting that we prevent 
other nations from having a merchant marine. Iam not sure how you 
prevent one sovereign nation from doing what it wishes within its 
sovereignty. I do not believe that there is any atmosphere of that 
at all here. 

Mr. Morse. I was not referring tothe Cuban situation. The answer 
to your question depends upon how they develop their merchant 
marine. 

Mr. Suettey. I said is it to our advantage or disadvantage keep- 
ing an American merchant marine under the 1936 act on the seas? 
I know that there is not any method by which we can stop other peo- 
ple from putting ships on the seas. That is their sovereign right, 
but is it to our advantage or disadvantage to keep the American mer- 
chant marine under an American flag with American personnel, 
financed by American capital, with money coming back to the Treas- 
ury? Is that to the advantage or to the disadvantage of our program ? 

Mr. Morse. Obviously to the disadvantage of our program if there 
are other ships on the seas. If there were no other merchant marine 
on the face of the globe we would have all the business, so to the 
extent that there are other countries that have merchant marines that 
are strong competitivelv, that makes it more difficult for our people. 

Mr. Suetiey. The only reason we have a 1936 act is that we 
recognize we have to compete, that we must have a Government-sup- 
port program to subsidize the American merchant marine and keep it 
going for our selfish, if you want to use that word, but our national 
defense needs. 

40514—59 
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Mr. Morse. Yes. 

Mr. Sueviey. And if we did not subsidize it we could not possibly 
have the basic fleet that we have, could we? : 

Mr. Morse. We could not possibly. 

Mr. Suetiey. On a straight competition basis ¢ 

Mr. Morse. We could not possibly. 


AMERICAN VERSUS FOREIGN FLAG REQUIREMENTS 


Mr. Suetitey. When people transfer ships from American flags to 
foreign flags, must they meet all the requirements that the American 
operator has to meet ? 

Mr. Morse. They do not meet any of the crew requirements, to be- 
gin with. They are able to man the vessels with aliens which is not 
permissible here. 

Mr. Suetiey. Dothey meet the wage requirements ? 

Mr. Morse. No, they do not. 

Mr. Suetiey. Do they meet the safety standards or such require- 
ments that our law requires the American-flag operator to meet? 

Mr. Morsr. Some do and some do not. 

Mr. Suetiey. Are they required to? 

Mr. Morse. No. 

Mr. Sueuiey. All of them? 

Mr. Morse. No, and they do not pay the taxes that our people pay 
except as dividends are paid to the parent American company. 

Mr. Suetiey. They do not meet the manning requirements, wage 
requirements, the safety requirements of our vessels and the tax re 


quirements that the American-flag operator must meet. 


Mr. Morse. No. 


REIMBURSEMENT OF DESIGN COSTS 


May I volunteer a comment on this question of reimbursement! 

It seems to me the request for reimbursement of design costs is in 
effect an acknowledgment that they do not propose to build a ship. 
If they are proposing to build a ship, why are they so anxious to get 
reimbursement at this time ? 

Mr. Preston. In the first place $1,300,000 is a considerable sum of 
money out of the capital working fund regardless of whether they 
have acted judiciously to permit some of their working capital to be 
invested in nonshipping activities. Nevertheless, the fund is affected. 
We have this distinction also. We have this additional] proposition 
that those of us who want to see the vessel built, and I am one of them, 
believe that if we invest some of the Government’s money in these 
ships by paying for these design charges we will more than likely get 
them constructed. 

We went along with you in passing legislation to build these ships 
with Government financing, but despite that strong intent displayed 
by the Congress, the executive branch of the Government says go back 
to private financing, and that is the reason we brought the bills to. Con- 
gress. It leaves us in Congress completely diverted from our inten- 
tions by action of the executive branch. 

No, I do not agree to reimburse the companies for the design cost 
would be in any way a confession of failure to build. I believe these 
two companies are still anxious to build. 
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GOVERNMENT VERSUS PRIVATE FINANCING 


Mr. Auten. May I make a remark pursuant to one you made on 
Government financing as against private financing? 

Congressman Mailliard brought in a bill which to my mind has a 
more sound approach on the financing. As I see it, it does not make 
any difference in the long run to the operator whether it is Govern- 
ment financing or private financing. There is a difference in cost, but 
what the operator wants is to invest just that amount of money on 
which he can pay interest. and earn an economic return on his invest- 
ment. It does not make any difference to an operator whether he pays 
5 percent on $4 million or 4 percent on $5 million. It is the same 
charge on his earnings if my arithmetic is correct. 

Taking General Franklin at his word before the Merchant Marine 
Committee, the Government rate which he was willing to pay is about 
4 percent, or slightly more. Over the life of a ship there would be 
about a $9 million difference to him. He specified a price for $47 
million. It would make no difference to him if he paid less than $47 
million and got private financing or paid $47 million and got Govern- 
ment financing. The point, as I see it, is to determine on the amount, 
if the ships are to be built, that the Government. wants to have in- 
vested—or demands sould be invested—by the private financing by 
the private operator. The difference it makes to the Government 
is in how much money we take out of the general fund and how 
much we obtain from the investing public. It seems to me that is 
the difference. 

Mr. Stretiry. I am inclined to agree with the basic premise of the 
Under Secretary who has served long and very well as a distinguished 
Member of Congress and as one of the very, very outstanding mem- 
bers of the House Committee on Merchant Marine, but is it not a 
fact that at the time these vessels were proposed, the private financing 
interest rates were higher than the proposed Government rate and 
that the additional cost, because of defense features, created in the 
minds of not only the operators, but in the minds of a great majority, 
not only of the American Merchant Marine Committee but of the 
Members of Congress this question: Had not the time arrived to 
make a new pattern to face this situation? If we tried to apply the 
strict rigid application of the terms of the 1936 act, we would never 
have built by any private company in the United States passenger 
vessels which could serve as troop transports with defense require- 
ments built in in the event we might need them. 

Mr. Auten. I think that is quite true. As evidence of that, I think 
you will remember that the U.S. Lines made one proposal to build 
a ship, the American President Line came along with a different pat- 
tern, and at the same time there was developing this basic approach 
that is incorporated in Congressman Mailliard’s bill. 

Mr. Suetiry. Which has not been enacted. 

Mr. Auten. Has not been enacted, and neither of the ships has gone 
ahead on the basic legislation that was provided for them. I think 
the whole transaction is going to have to come up for some review by 
the Congress regardless of what action is taken at this stage. There 
1s obviously one more superliner involved in the Mediterranean trade. 
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CORRESPONDENCE REGARDING RIMBURSEMENT FOR DESIGN COSTS 


Mr. Preston. I want to insert in the record at this point—and I 
am sure, Mr. Morse, you have no objection, and if you do I would like 
to have your objection—copies of letters from the President of the 
American President Line addressed to you, one dated January 29, 
1959, and one dated March 27, 1959. 

Mr. Morse. Certainly I have no objection. 


_Mr. Preston. These are letters requesting reimbursement for de- 
sign costs. 


Mr. Morse. After I take a look at the letters, may I put in our reply? 
I do not know in fact that we replied to the letters. 

Mr. Preston. Yes, indeed. We will be glad for you to do so. 

(The letters referred to follow :) 


AMERICAN PRESIDENT LINES, 
Washington, D.C., January 29, 1959. 
In re architect, design, and decorator fees for transpacific passenger vessel. 
Hon. CLARENCE G. Morse, 


Chairman, Federal Maritime Board, Maritime Administrator, 
Washington, D.C. 


Dear Mr. Morse: American President Lines, Ltd., is concerned with a corol- 
lary consequence of the failure of the budget message to include a request for 
funds to construct the superliner authorized by Public Law 85-521 (72 Stat. 
360). This letter is intended to advise you of the roughly $1,400,000 which 
American President Lines, in the discharge of its contractual obligations, has 
paid from its free funds for the arehiteet, design, and decorator fees for -this 
vessel, and of our hope that this heavy burden, which has so far been cast upon 
the company alone, may be eased in accordance with the terms of Public Law 
85-521. 

We recognize that under the ordinary administrative procedures of the Mari- 
time Administration this will be done only when the shipyard contract is made. 
The proposed superliner is, however, a different case, for under the procedures 
of Public Law 85-521 American President Lines is called upon to design a vessel 
for construction and sale by the Government. In view of the delays which have 
developed in the construction of this vessel, and which seem likely to continue, 
we are obliged to make the following requests: (1) That you authorize capitali- 
zation of all architect, design and decorator expense, subject to audit and ap- 
proval by the Maritime Administration, incurred for the proposed superliner, 
and corresponding transfer to our general funds from our capital reserve fund; 
and (2) that the Congress appropriate the funds necessary to pay the Govern- 
ment’s share of these heavy expenses which American President Lines has 60 
far borne out of its own funds. 


A. HISTORY OF THE SUPERLINER 


The Federal Maritime Board recognized in our first postwar operating-differ- 
ential subsidiary contract (F M.B.-12, Add. No. 1, arts. 1-2(f) (8), 12), effective 
January 1, 1947, that an additional transpacific nassenger vessel would soon be 
neress®ry, and provided that the company should submit a program within. 120 
days of any demand by the Board. No such demand was made. In August 1954 
American President Lines purchased the steamships President Cleveland and 
Wilson, which it had been operating in this service under bareboat charter from 
the Tnited States. In our current subsidy contract, executed May 11, 1956, and 
effective January 1, 1957, the Board required that a third transpacific passenger 
vessel should be constructed and should be placed under shipyard contract by 
January 1, 1958 (F.M.B.-50, art. I(9) (a) (1)). 

American President Lines proceeded at once to make preliminary design and 
economic feasibility stndies of a variety of vessels in order to determine the 
chararteristics best suited to the trade. By letter of February 20, 1957, I re 
ported to you that a 23-knot vessel was economically feasible, that a larger 26- 
knot vessel fell somewhat short of economic feasibility, and that the other 
vessels studied were not economically feasible. On May 24, 1957, in response 
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to your letter of April 8, 1957, we filed application for operating-differential sub- 
sidy on a 23-knot vessel, requesting Government financing. Your letter of 
August 16, 1957, said that would not be available. By the fall of 1957 the Board 
had concluded that the larger and faster vessel of 26 knots was necessary both 
to meet the requirements of defense and to insure American-flag preeminence 
in the Pacific. 

In the meantime, in order to provide a bridge to the expanded, three-vessel 
operation, American President Lines in January 1957 purchased from the United 
States, for more than $5 million, the steamship Panama which, with the agree- 
ment of the Board, it put into its subsidized transpacific service as the steam- 
ship President Hoover. 

A variety of factors operated in combination through 1957 to make the super- 
liner unfeasible under ordinary procedures. These were: The 26-knot vessel 
fell somewhat short of feasibility in any circumstances; your decision that it 
must be privately financed was followed by our own discovery, in connection 
with freighter construction, that private financing was very costly; and the 
costs of vessel construction continued their steady upward march. The United 
States Line was experiencing comparable difficulty in its feasibility studies of 
the sister ship for the steamship United States. The Congress, acting upon a 
report of the Comptroller General, accordingly concluded that the superliner 
vessels were not feasible under the ordinary procedures of the 1936 act. It 
therefore, enacted Public Law 521, which provides: 

“Concurrently with entering into contracts with shipbuilders for construction 
of said vessels, the Board is authorized to enter into contracts for the sale 
of these vessels, fully outfitted and equipped, upon their completion, * * * to 
American President Lines, Ltd., for the fixed price of $34 million or 45 per- 
cent of the domestic construction cost of the vessel fully outfitted and equipped 
(excluding national defense features and escalation) whichever is the greater. 
The sales prices stated herein shall include the cost of stabilizers, all outfit 
and equipment not covered by the shipbuilders’ bids, customary architects’ and 
interior decorators’ fees for design, inspection during construction, and all esca- 
lation provided for in the shipbuilders’ bids; * * *” 

On April 14, 1958, an invitation to bid on the commercial vessel, together with 
bidding plans and specifications, were issued. In September 1958 we received 
the national defense features specified by the Navy Department. These made 
necessary the preparation of another set of plans and specifications which were 
placed in the hands of the interested shipyards on December 19, 1958. Bids 
are now scheduled to be opened on February 27, 1959. 

The delays incident to the enactment of Public Law 85-521, and to the na- 
tional defense modification of the commercial vessel, have led to the post- 
ponement of the contractual date for entry into shipyard contracts from Janu- 
ary 1, 1958, to July 1, 1958, then to December 1, 1958, and finally to a time 6 
months after enactment of the necessary appropriations. 

The President’s budget message of January 19, 1959, covering the fiscal year 
ending July 1, 1960, says, of the appropriation requested for ship construction— 

“It is not contemplated that any of it will be used for the passenger super- 
liners authorized last year. I request that the Congress reconsider its action 
requiring that these superliners be built under direct Federal loans, which 
under present law would be made at an interest rate below that paid by the 
Government itself for comparable borrowed money.” 

As I believe you know, and as this brief history indicates, American President 
Lines has prosecuted this project with vigor and in complete good faith. It has 
accepted and has discharged its own responsibilities as a partner in this large 
undertaking. If construction is now to be postponed, we believe the Government 
should in one important respect assume at this time its own obligations in this 
cooperative effort. 


B. ARCHITECT, DESIGN, AND DECORATOR FEES 


The development of the design for this vessel has, of course, required un- 
usually heavy expenditures. Our design agent, Gibbs & Cox, Inc., has done a 
great deal of work, starting with preliminary design and carrying through to 
bidding plans and specifications, first for the commercial vessel and then for the 
national defense vessel. A correspondingly large amount of work has been 
done on the interior design and decoration, by Anshen & Allen, of San Francisco, 
and Eleanor LeMaire, of New York. 
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All of this work has been done pursuant to the authority of the Maritime 
Administration, indicated as to the various phases of the project by a series of 
letters from October 27, 1955, to August 14, 1958. We have understood these 
authorizations to cover the expense of preparation of the preliminary design 
and the contract bidding material which expense would eventually be eligible 
for construction-differential subsidy to the extent that the design material ig 
used in the construction of the vessel and with the understanding that con- 
sideration will be given at a later date for American President Lines withdrawal 
of capital reserve funds for the reimbursement of general funds previously ex- 
pended for all subsidizable and nonsubsidizable items of work in connection 
with the naval architectural design and interior design and decoration of the 
vessel as determined by the Board to be properly capitalizable. 

It is hardly necessary to point out that none of this work could have been 
postponed until appropriations were reasonably assured. The Congress, the 
Board, and American President Lines have each been anxious to particularize 
the design and the cost of this vessel at the earliest possible time. Otherwise 
major plans would be made upon insecure foundations. 

The total costs which have to December 31, 1958, been incurred and paid’ by 


American President Lines, along with an estimate of the remaining design 
expenditures, are: 


Commercial vessel : 


I sb amines $7, 806. 68 
I isd cele cae 28, 749. 88 
Complete design, plans, specifications___.__._._..._...__.__..____ 878, 327. 81 
Er I ns cca hea aces 26, 000. 00 
I a i ee ee 940, 884, 37 
Sena 
National defense vessel : 

I, RIN EEC RCO as arts inc ncini ci eacicaisabella anatedan 444, 554. 51 
I Te ie sen aedeae 19, 000. 00 
a a 463, 554. 51 
See aaa 

ai ni i 1, 404, 438. 88 


Under ordinary procedure (not reflected in any published regulation but fol- 
lowed in practice), these expenditures from free funds, to the extent approved 
by the Board, would be reimbursed only after entry into the shipyard and the 
construction-differential subsidy contracts. The reimbursement would be (a) 
by the United States to the extent of the construction subsidy and defense fea- 
tures, and (b) by transfer of the remaining capitalizable expense from the 
capital reserve fund to the free funds of the operator. 

This ordinary procedure cannot appropriately or fairly be followed in this 
case. American President Lines, in the prompt discharge of its own obliga- 
tions, has incurred about $941,000 of expense for the commercial vessel which 
is the joint responsibility of the United States and the operator, and has incurred 
about $464,000 of expense for the national defense vessel which is the sole 
responsibility of the United States. This is expense incurred in the expectation 
that the act of Congress would promptly be implemented, and construction by 
the United States would begin so soon as feasible. If the postponement of con- 
struction by the United States were to result in a corresponding delay in re- 
imbursement of the free funds, which have been drawn down for the joint benefit 
of the United States and American President Lines, the company will be most 
seriously inconvenienced. 

OUR REQUEST 


Under the terms of Public Law 85-521 some 55 percent of the architect, design 
and decorator fees for the commercial vessel and 100 percent of those costs of 
the national defense features would be paid by the United States. 

The entire $1,404,000 (except as some part of it might be disapproved by 
the Maritime Administration) would in ordinary course be capitalized in the 
capital reserve funds and the company’s general funds correspondingly reim- 
bursed. 

Our request, made in view of the magnitude of the sums and the indefinite 
delay before the normal procedures would run their course, is twofold. 





1 Of the total some $134,242.42 had been billed but had not by Dec. 31, 1958, been paid. 
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1. Transfer from capital reserve fund—The roughly $1,404,000 of design ex- 
pense is, of course, a capital expenditure, not an operating expense. Under 
ordinary commercial accounting procedures it would be charged directly to 
capital expenditure. We know of nothing in the 1936 act, or the Maritime Ad- 
ministration regulations or accounting instructions which would prevent its 
immediate recognition as a capital expense and payment out of our capital 
reserve rather than free funds. The ordinary practice of the Maritime Ad- 
ministration, which defers this transfer until the shipyard contract is signed, 
is not applicable here, where the ship under special legislation is to be con- 
structed by the United States and only upon completion sold to American 
President Lines. The design expense is thus, in every sense, a capital expendi- 
ture without dependence upon or relation to the shipyard contract. 

We should expressly note that we do not ask that this item be included within 
the company’s “capital necessarily employed.” Section 286.3(a) (ii) of General 
Orders 31 (23 F.R. 5299), seems to us expressly to exclude, until entry into ship- 
yard contract, such an expense from “capital necessarily employed.” 

2. Appropriation action.—We shall also ask the Committee on Appropriations 

to add to the language proposed in the budget message for Department of Com- 
merce, Maritime activities, ship construction, the following proviso: 
“: and Provided further, That not to exceed $981,000 may be paid as construc- 
tion-differential subsidy and allowance for national defense features provided 
by Public Law No. 85-521 representing a present capitalization and reimburse- 
ment of customary architects’ and interior decorator’s fees for design, as shall be 
determined by the Maritime Administrator, of the superliner passenger vessel 
for operation in the Pacific Ocean.” 

If this request were followed, the total appropriation under this item should 
be correspondingly increased. 

3. Reasons.—It does not seem necessary to elaborate the reasons which have 
led American President Lines to make these reports. We have, in complete 
good faith, done everything within our power to obtain early construction of the 
superliner. We have, with the encouragement of the Congress and the Board, 
given this vessel thé highest priority in our work and in our plans. To permit 
the Congress and the Board, as well as the company, to know which is the most 
feasible vessel and how much it will cost, we have carried our design work to 
the point that bids are now being completed for both the commercial and the 
national defense vessel. The roughly $464,000 spent in developing plans and 
specifications for the defense vessel is, indeed, one made wholly for the benefit 
and account of the Government. American President Lines should not be re- 
quired, and cannot afford, to carry indefinitely that part of its expenditures 
for superliner design which are properly those of the United States. 

The superliner represents a joint undertaking by the United States and by 
American President Lines. If it has been delayed, by decision of the execu- 
tive branch, it is through no fault of APL. It seems only fair that APL not be 
required to wait indefinitely for reimbursement of the Government’s share of 
the expenses which American President Lines has so far borne for their joint 
account. 

You can appreciate that we are anxious for as prompt a response as you 
may find practicable to our first request, in order that our request of the Com- 
mittee on Appropriations may be framed in the light of the action that the Mari- 
time Administrator considers he should take in the matter. 

Sincerely yours, 
GEORGE KILLION. 





DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
Washington, D.C., March 2, 1959. 
AMERICAN PRESIDENT LINES, LTD. 
San Francisco 4, Calif. 
(Attention Mr. George Killion, President.) 

GENTLEMEN : Reference is made to your letter of January 29, 1959, requesting 
that approval be granted, for the payment from the capital reserve fund, or the 
reimbursement of American President Lines general funds from the capital re- 
serve fund, for costs incurred and/or to be incurred in connection with the archi- 
tectural, design, and decorator fees for the trans-Pacific passenger liner to be 
constructed for operation in the Trade Route No. 29, Line A-1 Service. 
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This request has been reviewed in the light of past actions of both the Fed. 
eral Maritime Board and the Maritime Administrator, and it is noted that each 
action has made clear our position that the capital reserve fund would not be 
available for such expenses attributable to any vessel not ultimately built, 
nor would expenses attributable to design, architectural, decorator fees, ete., 
for any vessels not ultimately built, be eligible for construction subsidy. 

You are therefore advised that the request for permission to use the capital 
reserve fund as set forth in your letter of January 29, 1959, is hereby denied. 
Further, the Maritime Administration will not support a request to the Com- 
mittee on Appropriations to make available any moneys for the payment of 
construction-differential subsidy or national defense features for this vessel in 
advance of the date on which American President Lines, Ltd., enters into a con- 
struction contract. 

Very truly yours, 
CLARENCE G. MORSE, 
Maritime Administrator. 


AMERICAN PRESIDENT LINES, 
Washington D.C., March 27, 1959. 
In re architect, design, and decorator fees for transpacific passenger vessel. 
Hon. CLARENCE G. MORSE, 
Chairman, Federal Maritime Board, 
Washington, D.C. 


Dear Mr. Morse: My letter of January 29, 1959, developed the history of the 
design costs of the transpacific superliner which American President Lines, 
Ltd., has so far borne for the joint account of the United States and this com- 
pany. It explained that those expenditures were made with your authorization, 
and in order to move forward as rapidly as possible the construction of this 
important vessel. After the decision of the executive branch not to request 
appropriations for the construction of this vessel, my letter requested that you 
(a) lend your support to our request that the Congress appropriate the funds 
necessary to pay the Government’s share of the heavy design expense which 
American President Lines has so far borne out of its own funds, and (6) av- 
thorize capitalization of the design expense subject to audit and approval by 
the Maritime Administrator, and corresponding reimbursement of our general 
funds out of the capital reserve fund. 

Since receiving your letter of March 2, initially rejecting our request, we have 
had many conversations with the interested Members of the Congress and with 
you. We believe that you have in these conversations gained some additional 
understanding of the basic equities of our request. It is also our understanding 
that the House Committee on Appropriations recognizes the inequity of forcing 
American President Lines to defray the full design costs of this joint venture 
undertaken as a result of Public Law 85-521. It is accordingly our hope that 
you will be able to support our request that appropriations be made to permit 
reimbursement of the Government’s share of our costs. That reimbursement 
would cover two categories of design expense: (1) for the national defense 
vessel, and (2) for 55 percent of the cost of the commercial vessel design. 

1. The national defense vessel—American President Lines has paid or ob- 
ligated itself for an expenditure of about $546,000 in design of the national 
defense vessel.! As you appreciate, the national defense features requested by 
the Navy Department could not simply be added to the commercial vessel but, 
to preserve stability and to permit effective incorporation of national defense 
features, required a substantial redesign of the entire vessel. 

This $546,000 expenditure was incurred solely for the benefit of the Govern- 
ment, and relates solely to the national defense features, for which the United 
States under Public Law 85-521 has the sole responsibility. The design work, to 
incorporate the features requested by the Navy Department in its letters of 
August 4 and 6, 1958, was undertaken by our design agent, Gibbs & Cox Co., 


2 The detail is: 
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pursuant to the request in your letter of August 14, 1958. The result, consisting 
of plans and specifications for the defense vessel, was approved by the Navy 
Department by its letter of February 17, 1959, and by the Federal Maritime 
Board through its approval on March 9, 1959, of the necessary addenda to the 
invitation to bid.” 

In all of this we were serving as an agent of the Government. The design costs 
were not incurred for our commercial vessel, but for the Government’s defense 
vessel. We would have been reimbursed these expenditures in normal course 
had the vessel been built on the anticipated schedule. Its construction has, how- 
ever, been delayed. The delay is not the fault of American President Lines. It 
results from the failure of the executive branch to request the necessary appro- 
priation by the Congress. 

I do not consider it necessary to underscore the obvious equity of our position. 
Nor I believe is it necessary to argue that the Government ought not, in effect, to 
request work by its agent and then to oppose his reimbursement on the ground 
that the Government has subsequently delayed the occasion for its use of his 
work. 

2. Commercial design costs.—Along with these national defense design costs 
are about $932,000 of design costs for the commercial vessel.* The design costs 
of the vessel are obviously a part of its construction cost, and are explicitly so 
recognized by Public No. 85-521. Under the terms of that law, the vessel is to 
be sold to American President Lines for 45 percent of its domestic construction 
cost (excluding national defense features and escalation). Some 55 percent 
of the design cost is therefore ultimately for the account of the Government. 

Based upon our expenditures, this would indicate that American President 
Lines is entitled to reimbursement of about $513,000 of its design cost for the 
commercial vessel. 

Our equitable case here is essentially the same as with respect to the design 
costs of the national defense vessel. We have spent $932,000 of which $513,000 
was for the account of the Government. The Government’s decision to delay 
construction of the vessel authorized by the Congress has, through no fault of 
American President Lines, produced an indefinite delay in our reimbursement. 
We think it fair that the Government should discharge its obligation in this 
respect now, rather than forcing American President Lines to carry for an 
indefinite period the whole burden of this joint expenditure. 

3. The appropriation requcst.—We believe that the needed reimbursement of 
our design expenditures for the account of the Government, as well as additional 
confirmation of our right to pay our design expenditures out of capital reserve 
funds, would be accomplished if the following proviso were added to the appro- 
priation bill language for Department of Commerce, Maritime Activities, Ship 
Construction: “; and Provided further, that not to exceed $1,058,000 may be 
paid as construction-differential subsidy and allowance for national defense 
features provided by Public Law No. 85-521 representing a present capitalization 
and reimbursement of customary architects’ and interior decorator’s fees for 
design, as shall be determined by the Maritime Administrator, of the superliner 
passenger vessel for operation in the Pacific Ocean.” 

You will note that this would authorize reimbursement of design fees ‘“‘as shall 
be determined by the Maritime Administrator.” This makes it unnecessary in 
advance of appropriation to demonstrate the propriety of our expenditures, and 
leaves to the Maritime Administrator his customary control and audit of these 
expenditures. 





*The minor modifications of the commercial vessel which accompanied the national 
defense vessel plans as they were first submitted were eliminated pursuant to your deci- 
sion of Feb. 24 and the necessary changes in plans and specification made by addenda of 
— - . — ae bids on purely commercial and purely defense vessels. 

e deta a 





Paid as of Billed but Estimated 

















Mar. 20, 195° | not paid as balance Total 
of March 20 
Early basic design costs_. - ; ais ieee Sri hk Ageia $7, 806. 68 
Preliminary design costs. me is 28, 749. 88 |____- eee 28, 749. 88 
Design commercial ship-__----- seoves) | SG $325. 41 $17, 500. 00 895, 340. 61 
WN nadsctdas cinhaaen saeneanbutanwe’ 914, 071. 76 325. 41 17, 500. 00 931, 897. 17 





* The bids opened on Mar. 25 show that the alternative price of $34 million will be inoperative. 
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4. Transfer from capital reserve fund.—The total of about $1,478,000 of design 
expense has been paid wholly out of our general funds. This has produced g 
consequent embarrassment for our financial policies and plans. The design costs 
are obviously capital expenditures, properly payable out of the capital reserve 
fund. We had thought there would be no question of the propriety of a transfer, 
to the extent our design expenditures were audited and approved, of their amount 
from the capital reserve funds to reimburse our general funds. We understand, 
however, that some question has been raised as to whether section 607(b), in 
authorizing “disbursements for the purchase of replacement vessels,” permits 
payments out of the capital reserve fund for vessels not under shipyard contract. 

Any requirement that the replacement vessel be under shipyard contract is 
plainly a limitation imported from outside the act, and could have its origin only 
in the usual practice of the Administrator. We may for present purposes grant 
that this is a sound enough practice in the ordinary case of vessel construction 
under section 504. But we have here the unique circumstance of a vessel to be 
constructed and sold under a special act which calls for sale under section 502 
procedures after design by the operator. If the vessel had been designed under 
section 502, the Government would have borne all this preliminary expense and 
been reimbursed on sale to the operator. Here the circumstances, as was recog- 
nized in the course of enactment of Public Law 85-521, required that the design 
expenditure be made by the operator, though the vessel was to be constructed by 
the Government and only then sold to-the company. American President Lines 
was, in practical effect, the agent of the Board in doing this design work. We 
can see no occasion for requiring, as is perhaps proper under the usual section 
504 construction, that there be a shipyard contract before capital expenditures 
for design of a vessel to be constructed and sold by the Government can be 
disbursed out of the capital reserve funds. 

American President Lines has felt honored to be in partnership with its Gov- 
ernment in so large and important an undertaking. You will I believe agree 
that we have carried forward our part of this joint enterprise with full vigor 
and without any niggling insistence that we have documentary evidence that the 
Government either would carry forward its own part, or would treat us fairly 
if it could not do so. I trust that you will conclude that good faith and good 
Government alike call for your support of our request for reimbursement. 

Sincerely yours, 
GEORGE KILLION, 





DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
Washington, D.C., April 15, 1959. 
Subject: Architect, design, and decorator fees for transpacific passenger vessel. 
AMERICAN PRESIDENT LINES, LTD. 
San Francisco, Calif. 


GENTLEMEN : Reference is made to your letter of March 27, 1959, and supple 
mental letter of March 31, 1959, in reference to the above subject, the first letter 
having been signed by your president, Mr. Killion, and the other by your vice 
president, Mr. Brinson. 

In the letter of March 31, 1959, you confirmed the request contained in the 
letter of March 27, 1959, that you desired: 

(a) To recover through regular fiscal 1960 appropriations the Government's 
part of those costs under the provisions of Public Law 85-521, and 

(b) To receive our authorization to reimburse your general funds from capital 
reserve funds for American President Lines’ share in this cost under the pro- 
visions of the Public Law referred toin (a) above. 

This matter was discussed on March 31, 1959, by Mr. Brinson with the Admin- 
istrator, Mr. Metz and Mr. Nichols. This will confirm that Mr. Brinson was 
given to understand that the Administrator would not change the negative reply 
included in his letter of March 2, 1959, to requests contained in your letter of 
January 29, 1959, and summarized in (@) and (b) above. 

In regard to the requests contained in your letter of March 31, 1959, concern- 
ing the deferment of the deposit of $1,200,000, we wired you with respect to this 
item on April 1, 1959. Furthermore, please deposit with the Pacific Coast Direc- 
tor securities out of your general funds in the amount of $2,168,910* pending 


7 As corrected by wire Apr. 17, 1959. 
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the preparation and execution of an appropriate power of attorney to the Mari- 
time Administrater authorizing the disposal of said securities and the deposit 
of the proceeds thereof in the capital reserve fund on account of 1958 vessel de- 
preciation, in the event of your failure to effect such deposit prior to June 2, 1959. 
Very truly yours, 
WALTER C. Forp, 
Acting Maritime Administrator. 


SUPERLINER FINANCING 


Mr. Preston. Now, in the President’s message to Congress this 
year he told the Congress to reconsider its action requiring that the 
two authorized passenger superliners be built under direct Federal 
loans. Statements of this sort certainly give us no hope that the ex- 
ecutive branch of the Government is going to ask for funds to con- 
struct these vessels. If they are constructed, we are going to have to 
do it ourselves regardless of the position of the executive branch. 
That is something the Congress should decide without delay as new 
designs will have to be dealt with and the cost will increase. 


ESCALATION 


Mr. Morse. One thing that would be of interest to you is the matter 
of escalation alone. We expect about 3 percent per year escalation, 
and on the America replacement escalation for 1 year will be about 
$4 million. 

Mr. Preston. That is a very important factor that we should con- 
sider. 

Mr. Suetiey. And if construction is delayed further will this mount 
proportionately / 

Mr. Morse. Yes. 

Mr. Suetiry. The longer we delay the more the costs go up? 

Mr. Morse. Yes. 

Mr. Suetiry. Do you feel that these ships are necessary to in- 
crease the defense potentialities of the United States? 

Mr. Morse. Yes. 

Mr. Fioop. I have some questions. I am interested at this point, 
since the chairman has handled most of the others, in the defense 
structure. That is my pigeon. 

I know that the Bureau of the Budget is running the Department 
of Defense. There is no doubt in my mind about that. I have pro- 
tm to have drawn and designed a uniform for the Director of the 

ureau of the Budget with seven stars that light up with neon 
lights, and riding pants. That will be for the Director of the Bureau 
of the Budget. 

I know who is running the Department of Defense. Since you are 
important to the Department of Defense, I want to see if he is also 
running the Maritime Commission. I think he is but I want to find 
out. 

BUDGET LIMITATIONS 


When Mr. Preston asked you if you were only going to build 14 
ships, did I understand you to say, or imply, the reason was because 
of budget limitations? Is that true? 

Mr. Morse. Yes. 
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Mr. Fioop. You did the best you could and your best was not good 
enough and you got 14 ships because that is the budget limitation; 
is that true? 

Mr. Morse. Yes. 

Mr. Fioop. You did the best you could and your best was not good 
enough and you got 14 ships because that is the budget limitation; is 
that right? 

Mr. Morse. That is the budget limitation, but bear in mind our 
activity is only a part of the overall Government activity. 

Mr. Froop. I have already said that more emphatically than you. 
My position is different from yours. You should not be too emphatic 
with the Bureau of the Budget. The same thing will happen to you 
that happened to General Gavin, General Ridgway, and what. is 
happening to General Taylor. Do not talk, or off goes your head if 
you talk to the Bureau of the Budget. I know. I sit on the Defense 
Appropriations Committee. I see these heads roll. Unfortunately, 
I have been responsible for some of them because of the record we 
make down there, so you be careful how you answer me. 


AIRLIFT 


Now, the Joint Chiefs of Staff and everybody in the Pentagon 
tell me—do not worry about airlift, we have all the airlift we need. 
In case of any kind of war we are all right. Do not worry about it. 
It is adequate. I do not think it is. 

Mr. Suettey. I do not think it ever will be. 

Mr. Foon. If they go the way they are going you are right. I know 
how to correct that. 

But as of now my judgment, and the judgment of many others, it 
is not adequate airlift and I do not think that we can fly two divisions 
to south Philadelphia in the morning unless we use carrier pigeons, 
and we certainly could not fly one to the Suez and one to Djakarta on 
the same Monday morning at 9:30 o’clock even with carrier pigeons 
to help the Air Force. 

Then they tell me if and when they do fly airborne troops into lim- 
ited war, into two zones 8,000 miles apart on the same day—and that 
is the only kind of war that is going to be fought from now on and 
it is going to be fought in two or three places, 8,000 miles apart at 
once, make no mistake about that—that when they fly these troops, 
which they cannot fly, they will have to support them over X days 
and X weeks with surface support, sealift, plus the merchant fleet. 
Now, “they ain’t got that either,” not in the next war. 

Now, the official announced speed of the nuclear submarine is 20 
knots. I know how much faster it goes than 20 knots and so do you, 
but I cannot tell you here. You and I know what is going to happen 
to transports, surface lift to support these troops, 10-knot Liberty 
ships dry cargo. That is what Iam up against. That is a budgetary 
problem. 

I am not going to introduce amendment for the markup of the De- 
fense appropriation bill to increase Atlas, Titan, and the Minuteman 
missiles. I have amendments to restore the cut in the Army and the 
Marine Corps and certain Navy construction. 





TT 
eeeeenneeena 





t 
( 





it 
18 


n 
1S 





455 
NAVY CONSTRUCTION 


Now, on Navy construction, to show you where we are on defense, 
this budget as set up by the President, on the testimony of the Joint 
Chiefs of Staff, will not produce by 30 percent the U.S. Navy. It is 
becoming obsolescent. It cannot replace itself by 30 percent a year, 
and up to 20 percent of its manning power. That is the U.S. Navy 
in this budget. That is the way it is, boys; that is the picture. 


GENERAL WAR CAPABILITIES 


Let us see about these ships because of this budget. In a limited 
war, or wars, you will probably be operational at least quantitatively. 
I do not think that you will be qualitatively in limited operations. 
For a general war, not even quantitatively: never qualitatively. For 
a general war you have about 300 subsidized American-flagships, and 
that is true, is it not, speaking in round fat numbers? 

Mr. Morse. Yes. 

Mr. Fioop. We will settle for 300. 

Mr. Morse. Yes. 

Mr. Fioop. You will be short that many dry cargo ships if there is 
a general war tomorrow morning for 30 days. You have 530 ships 
under foreign flags, American. Pen have 700 American ships other 
than those not subsidized. You have 700 American ships owned by 
American companies not under foreign flags; 530 ships under foreign 
flags, and 300 American subsidized. 


RESERVE FLEET 


Mr. Morse. May I interrupt? That is exclusive of the reserve fleet. 

Mr. Fioop. Exclusive of the reserve fleet. 

Now, this is what I want to say about the reserve fleet: the reserve 
sa " the active fleet, is facing obsolescence World War II ships; 
nght 

r. Morse. That is right. 

Mr. Fioop. Facing obsolescence like our Active Navy—facing block 
obsolescence ; right ? 

Mr. Morse. Yes. 

SHIP REPLACEMENT 


Mr. Fioop. This budget will not let me produce or replace my block 
obsolescence on the Active Navy fleet, and certainly this budget will 
not let me produce my merchant marine civil fleet, will it, on block 
obsolescence, under this program ¢ 

Mr. Morsr. To a partial degree only. 

Mr. Fioop. To a partial degree only. It certainly won’t at 25 per- 
cent, and you are twice as bad as that. 

Mr. Morse. We are not attempting this year, or next year, but over 
a 14-year period 





Mr. Fioop. You are building 14, and the reason you cannot build 
48 is because the Budget will not let you. 

Mr. Morse. We could not build 48 if we wanted to. 

Mr. Fioop. That is a figure that I picked out of left field. You pick 
one you like. 
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Mr. Morse. Twenty-six. 

Mr. Foon. I will settle for that. I am up against quantitative and 
qualitative lack of ships in replacement up to 25 percent in my 
merchant fleet for general war. I am up against block obsolescence 
in the whole fleet, limited war and general war, and I am up against 


the question that my friend Mr. Shelley has raised of foreign-flag 
ships. That is where I am. 


NUCLEAR SUBMARINES 


Now, I raised the question of the speed of the submarines, our 
nuclear submarines. I know that the Russians are building or are 
about to build nuclears. He is off his regular submarine construc- 
tion program. We know about how much he is off which means to us 
he is building nuclears. He is going to have them soon anyhow, and 
they will be as good as ours. I know the speed of ours and so do you. 
If all you have for dry cargo is 10-knot Liberties as against modern 
Russian or enemy submarines, nuclear powered, you can imagine what 
the attrition is going to be in the first 3 or 4 months with my surface 
fleet as bad as it is for replacements in men and ships. 

Now, what I am looking at is the next 5, 6, 7, or 8 years; is that 
so? 

Mr. Morse. Yes. 

Mr. Fioop. So I cannot replace my Navy. I cannot replace my mer- 
chant fleet. My Marine Corps is cut. My Army is cut. I have a 
serious missile problem. I do not have an airlift, but I have a bal- 
anced budget. What do you want? Diamonds? 


CONTROL OVER FOREIGN-FLAG SHIPS 


My friend, Mr. Shelley, raised a question that I want to pursue for 
a minute on the effective control that you have over these foreign-flag 
ships. It is the policy of your commission that you have effective con- 
trol over these foreign-flag ships. You have assured us that if and 
when hostilities commence that because of your contracts, or what- 
ever your agreements are, you have effective control of these ships. 

Mr. Morse. Yes. 

Mr. Fioopv. Now, how are you going to go to a court of equity at 
The Hague and get some kind of an injunction that the Hague tri- 
bunal clerk tells me there is not?. There is a war on. I want 530 
ships. I am in bad shape as we have just agreed. You say do not 
worry about that, Flood, we have a contract and we will demand 
specific performance of our contract under international law. In 
what tribunal and how long will it take? 

Mr. Morse. I do not say that. I say that we have a deficiency if 
we inc'ude the 530 ships. 

Mr. Froop. I believe that. 

Mr. Morse. As to availability, they are American company con- 
trolled. Some may defect, but if we only get 10 percent of them we 
are ahead of the game. If we get 50 percent we are 250 ships ahead 
of the game. If we get all of them we are 530 ships ahead of the 
game, and in the meantime we are getting new construction under the 
American flag. 
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Mr. Fioop. You know what I am going to ask you and my good 
friend Admiral Shelley, my adviser, I know i is going to ask you the 
same thing. I will let him ask it. 

Mr. Suretiey. Thank you, “General” Flood. Mr. Morse, is it ‘not 
true that the only ships that have been transferred to foreign flags 
over which you know you could exercise any control are those that 
would be in American ports at D-day ¢ 

Mr. Fioop. At the time for orders for armed troops. Is there any 
answer but yes to that ? 

Mr. Morse. The speculation in my mind is just as good as your 
speculation, Mr. Shelley, and I say that. some will be available to us. 

Mr. Froop. Let us settle for some. It means nothing. 

Mr. Suetiry. I asked a little different question. Your answer 
Mr. Morse, is in an indirect way an answer because you say “some.’ gi 

I did not say all of them. I said, is it not a fact that the only ships 
chat have been transferred from the American- to foreign-flag opera- 
tions and are actually American owned that will actually and really 
be of service or be available, and whose availability you can count 
on on D-day, will be those that are in American ports on that date at 
that moment ? 

Mr. Froop. That we can occupy with troops. 

Mr. Morse. They would be the only ships that you could walk on 
board. 

Mr. Fioop. What do you think would happen to any ship in any 
Arab port? What do you think would happen to any in half of the 
Carribean ports, or the ships in certain Central and South Ameri- 
can ports? What do you think would happen in Japan and cer- 
tain Far Eastern ports? You have no concept of the situation in 
the African ports. 

Mr. Morse. Do you think anything different is going to happen to 
American-controlled Panamanian vessels that will happen to an 
American controlled American-flag vessel ? 

Mr. Froop. I most certainly do because a Panamanian ship in a port 
in Gana is a Panamanian ship, and if you think Panama is going to 
be anything but a declared neutral in the next war you have another 
think coming, and that goes for any African seaco oast sovereign city, 
and it goes ‘for half of your Caribbeans, one-third of your Central 
Americans, east and west coasts, and it will go for certain of your 
South Americans and it will go for an undec ided number of Asiaties. 
What 530 ships? All you will get is what you can put a Coast Guard 
patrol on in the harbors of our own continental country. You watch. 
Tam talking about a war and I am not fooling. 

Mr. Morsr. I am not fooling. Come :nother war, I think that our 
American Navy will grab every ship that there is an American interest 
in wherever she can grab them. 

Mr. Fioop. Then you are going to suggest that the U.S. Navy, in 
any kind of warfare in whic h the best interests of the United States 
are concerned, will trespass against the sovereignty of any nation any- 
place in the world and take any ships in those harbors that belong to 
us but with a foreign flag; is that what you say? Iam sure that you 
do not mean it. That is an act of war. 

Mr. Morse. I said on the high seas. 

Mr. Froop. You did not say on the high seas. 
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Mr. Morss. I will limit it to the high seas. 

Mr. Foon. Is that piracy, or an act of war? 

Mr. Morss. If we are in another war, we will be out to win the 
war and I do not care whether it is piracy or not. 

Mr. Fioop. I have been a trial lawyer too long not to let that one 
go to the jury. 

Mr. Morse. Mr. Congressman, you would not suggest that our 
er play by the Queensbury rule when no one else plays by that 
rule? 

Mr. Fioop. You are speaking of executive policy which controls 
foreign affairs. I am on the legislative side of this table and under 
- peoeutaane I ask the questions. I asked it and you answered it. 

oila! 

Mr. Morse. I was just speaking for myself. I said those were my 
personal views. I am not speaking for the executive branch. 

Mr. Presron. If you want to be joined in those views I will join 
you. I think that the Navy will do exactly what you say, and I 
would be disappointed if they did not. 

Mr. Auten. Off the record. 

( Discussion off the record.) 

Mr. Fioop. At least that is your conclusion to my question, that 
you have effective U.S. control of these 534 ships, but it is curious. 
Why did you tell the union leaders that you had no control in effect, 
but the ships would run away if these conditions were imposed ? if 
you control them for one purpose why cannot you contro] them for 
all purposes, or is that a purpose for which you do not control them! 

Mr. Morse. We have effective control of the ships we permit to be 
transferred from the American flag to foreign flags with the condi- 
tions attached in the transfer. The ships we have authorized to trans- 
fer to foreign flags are 318 of the total of 534. As to the ships that 
were built foreign by American capital and put under Panamanian 
flag, or what-have-you flags, we have no effective control which would 
prevent the owner transferring the vessel’s flag. 

Mr. Frioop. I am sure that the union leaders knew that. They were 
talking about what we were talking about. I don’t know whether 
they raised the question, but it would occur to me if you have such 
effective control of foreign-flag American-owned ships, then why 
would you deny to these unions, whatever they were fighting with 
you about, and give as a reason you are afraid that if that happened 
the flags would run away from you? 

Mr. Morse. As to the vessels that were built abroad, Maritime may 
have less control over them. Those owners can transfer them to an 
registry they want. As to the vessels under the American flag an 
we permit a transfer out, if they attempt to transfer from Panamanian 
to some other registry without obtaining our consent, the vessels are 
subject to forfeit. 

(The following subsequently furnished for the record :) 





We do have letter agreements with substantially all American owners of 
foreign-built, foreign-flag vessels stating that in the event of an emergency 
requirement the ships will be made available to the U.S. under the provisions of 
section 902 of the 1936 act. 
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SUBSIDY ON DRY CARGO SHIPS 


Mr. Fioop. What about the subsidy on dry cargo, ships that haul 
ore, bauxite, and sulfur and all offshore raw materials for defense? 
Do you get applications from people for those? 

Mr. Morse. We do not provide an operating subsidy. 

Mr. Fioop. I am speaking about ships going to be built for foreign 
tramps. 

Mr. Morse. Built abroad ? 

Mr. Fioop. Ido not know. If someone comes in with an application 
to build here for a foreign tramp service, he is entitled to it. Do they 
ask for it? Is anybody interested ? 

Mr. Morse. For American-flag operation ? 

Mr. Fxoop. Sure. 

Mr. Morse. Under our policy we would not provide an operating 
subsidy for anything other than a liner type cargo operation. 

Mr. Fioop. What is the matter with the dry cargo tramp? Is he not 
entitled to that under the law ? 

Mr. Morse. It has been our interpretation ever since the 1936 act 
and I cannot identify it by section—it has been the interpretation of 
the Board we will provide operating subsidies only for a liner type. 

Mr. Fioop. That is not your interpretation; that is your policy. 
Suppose that I come in, otherwise qualified, and ask for a subsidy to 
build a single ship, a single screw tramp to tramp foreign ports, dry 
eargo. Do you mean to tell me that I am not entitled to it? Your 
policy may be only to give subsidies charter lines and routes, but I 
come in on the basis that I have just said. I am interested in that. 
Why not? 

Mr. Morsr. We would provide construction subsidy provided we 
made the appropriate representations to the Appropriations Com- 
mittee for the funds. | 

Mr. Fioop. Do you have any applications pending? If you do, 
how many? By what companies? For how many ships? I am speak- 
ing of single-screw tramp foreign ships. 

Mr. Morse. We have no pending applications for construction sub- 
sidy for bulk dry cargo ships. There were some several years ago, 
and we were prepared to grant construction subsidies, but the people 
eventually backed away from them. We do not provide and will not 
provide under existing legislation operating subsidies for tramp 
steamers. 

Mr. Suettry. Has not one of the determining factors been the ques- 
tion of whether or not they were willing to sign an agreement to 
operate on an established trade route ? 

Mr. Morsr. Yes, that is the pattern of the 1936 act. 

Mr. Froop. But there is nothing in any act prohibiting the kind 
of application that I asked about. 

Mr. Morse. Tramp operation ? 

Mr. Froop. American-built ships to tramp dry cargo under your 
nt act. What is there to prevent me from that except your 
policy ? 

Mr. Morse. An operating subsidy ? 

Mr. Froop. Sure. 
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Mr. Morsg. I would say it is not authorized under the 1936 act to 
pay an operating subsidy. 

Mr. FLoop. What about construction ? 

Mr. Morse. We will provide construction subsidies. 

Mr. FLoop. Has anyone asked you for any ? 

Mr. Morse. There is none pending at the present time. A year or 
so ago there were two or three that did apply but eventually’ they 
backed away from it. 

Mr. Sueuiey. I think that the record should show at this point 
that there is usually a misinterpretation of the term “tramp.” A 
tramp is one not confined to one schedule who picks up cargo wher- 
ever he can go, and he goes where he can deposit it and he can go 
all over the world and return to a home port. 

Mr. Morse. We do not have tramp operators but bulk carriers. 

Mr. Fioop. A bulk carrier can certainly do a tramp operation. He 
may run bauxite from point A to point B. There is nothing to pre- 
vent him from stopping some place else on the way back. I am inter- 
ested in the Department of Defense support, and we are not going 
to get any. That is not altogether your fault. 

Mr. Suetxey. Is there anything in the present act which prohibits 
construction subsidies, or even an operating subsidy to an American- 
built bulk carrier under the 1936 act provided that bulk carrier oper- 
ates on a trade route ? 

Mr. Morsr. There is no difficulty as to the construction subsidy. 
We would provide that. The Board has consistently held that for 
an operating subsidy it must be a common carrier. 

Mr. Suettey. As distinguished from an industrial vessel? 

Mr. Morse. No. If it is a single parcel on a ship we would refuse 
to provide an operating subsidy. 


PURCHASE OF ss “PANAMA” 


Mr. Foop. I am not sure whether this comes under your heading. 
I want to find out what company bought the ship Panama from the 
Panama Line a couple of years ago. 

Mr. Morsr. The American President Lines. 

Mr. Froop. Did they rename that the President Monroe? 

Mr. Morse. The President Hoover. 

Mr. Fioop. Do you know whether or not this same President Lines 
is now asking for a subsidy, or did ask for a subsidy, or is there any 
“scuttlebutt” that they are going to ask for a subsidy to build a new 
President Hoover? 

Mr. Morse. They are proposing to build a passenger ship which 
they will name the President George Washington. 

Mr. Fioop. You have not heard whether or not they are going to 
sell this ship they got from us for coffee and cake, getting rid of that 
ship, and now are coming in and asking for a subsidy to build a new 
ship to be called the President “somebody else” ? 

Mr. Morse. They would expect to turn in the President Hoover at 
its depreciated book value. 

Mr. Fioop. To you? 

Mr. Morse. To the Government, ves. 

Mr. Froop. That was a curious thing, a curious operation, after we 
adjourned here. If I remember, if Congress had been in session, you 
would never have gotten away with that. 
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Mr. Morse. I do not understand what you are talking about. 

Mr. Fioop. I remember it very well. I did not have time to find out 
during lunch when that happened. 

Mr. Suetiey. About 4 years ago. 

Mr. Preston. Your question implied an act of chicanery on the 
part of the Board. 

Mr. Fioop. No. If so, then that implication is to be corrected by 
me at this point. Certainly not. 

Mr. SuetiEy. I do not think it was sold for coffee and cake. I 
thought that the American President Lines paid more for the vessel 
than they should have. 

Mr. Fioov. What I think is that the Government should never have 
sold it in the first place. You have the Grace Line trying to do the 
same thing tomorrow morning, now, for what is left. 

Mr. Suetiey. They bought it for about $4 million and put another 
$1.3 million into it on improvements. 

Mr. Fioop. The State Department is getting ready to give the 
Panamanians the Panama Canal anyhow, so that will be straightened 
out, so everything is just ducky. 

Mr. Morse. The SS Panama was sold on a competitive bid basis 
and the American President Lines bid about $1 million higher than 
any other bid. 

Mr. Froop. I was not concerned about that matter. I was con- 
cerned about something else. I labored under the impression, very 
silly around Washington, that the Panama Canal belongs to the 
United States. How crazy can you get around here? 


PANAMA LINE 


Mr. Preston. I do not like the record to carry inaccurate wording. 
Apparently you did not intend what you said. I heard you make 
this comment with regard to the transfer of this ship by the Panama 
Canal Company to the American President Lines Co.—‘you never 
would have gotten away with it if we had been around here.” 

Mr. Fioop. The word “you” is a debatable word. Strike out the 
word “you” because that implies this witness and the Commission, 
and that is not my intention. 

Mr. Suetiry. May I at this point ask the Under Secretary of Com- 
merece in charge of transportation, who is a former distinguished 
Member of Congress, was not there a resolution before the Merchant 
Marine and Fisheries Committee to authorize the approval of the sale 
of one of the three vessels prior to the time this vessel was sold ? 

Mr. Auten. I am not sure that it required a resolution, but I have 
a rather distinct recollection that either formally or informally the 
matter came up before the committee and the committee agreed to 
the action that was to be taken. 

Mr. Suetiey. Do you recall whether or not these are the facts? 
According to my recollection, when the three vessels were operating 
the Panama Line was very much in the red and there was agitation to 
close them out altogether, and that it was by action of the Merchant 
Marine and Fisheries Committee of the House that this proposal was 
modified and one vessel was sold and since then the operation of the 


team by the Panama Line has put the Panama Line in the 
ack 
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Mr. Fioop. And if the Panama Line as it exists today and is now | 
operating had the subsidy that the Grace Line is getting it would be 


double in the black. 

Mr. Suetiey. The Panama Line is completely subsidized by the 
Government—all costs are borne or guaranteed by the Government of 
the United States. We own these vessels. 


U.S, POSITION IN WORLD SHIPBUILDING 


Mr. Horan. Where do we stand in world shipbuilding today? 

Mr. Morse. In the order of eighth in total tonnage. 

Mr. Horan. That is a little better than last year. I thought that 
we were ninth. 

Mr. Suettey. We were seventh last year. 

Mr. Horan. It is now worse. 


TANKER CONSTRUCTION 


Mr. Morse. Much of the shipbuilding that we have had in the last 
2 or 3 years has been tanker orders, and the yards are pretty rapidly 
working themselves out of that business. 

Mr. Horan. That followed the Suez crisis? 

Mr. Morse. Yes. 

Mr. Horan. However, the tanker building is running out of steam 
now, is it not? 

Mr. Morse. Yes 

By June of 1960 all but eight of the tankers that are now on order 
will have been completed. 

Mr. Horan. I understand that the Japanese are building 110,000 
tonners. 

Mr. Morse. They are building some giant supertankers over there. 

Mr. Horan. I would like to know now what you had in mind as a 
shipbuilding program when you went to the budget last fall. They 
allowed you 14. 

Mr. Morse. We requested, as I recall, 26. 

Mr. Horan. I am just as interested as the chairman and the rest of 
the subcommittee in keeping our American flag on the seas. When 
we get into the operating subsidies tomorrow, I would like to have 
somebody be prepared to tell me, or the committee, what is the status 
of the reasonableness of our costs of operating our ships as compared 
with other nations. We have had that before, and it is a good ques- 
tion. 

Mr. SHELLEY. Will the gentleman yield? 


REQUEST TO BUREAU OF THE BUDGET 


Mr. Morse, can you supply this committee at this point in the record 
your recommendation from the Federal Maritime Board to the Ad- 
ministration, the Bureau of the Budget, of what you asked for “Ship 
construction,” how much and the number of ships? 

Mr. Morsz. I can. 

Mr. Suetiry. Will you do so at this point in the record? 

Mr. Morse. Yes. 


(The information requested follows :) 
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The budget estimate, as submitted to the Bureau of the Budget, requested 
approval of the following amounts by activity : 


iis OUI aii inh hk Sih dentition $208, 600, 000 
Apasisition of replaced Ghi pe... eins ew ewesrencnesne 33, 750, 000 
RIEIGTY ANNIE GRU IN is hk chain oes 10, 000, 000 
Administrative and warehouse expenses______-__---------------~ 7, 650 ,000 

ORNS is os the ts) ee ei ke oe 260, 000, 000 


The amount proposed for ship replacement contemplated the construction of 
26 ships, all of which were replacement cargo ships, and included the following 


number by company : 


dmetienn: Thapaet Tine: ie: oh oi Che wd inode aadnee 5 
Weel: Chee, TD oi So ct oe ae. ncrdes intents mega ebi miaiaihag eben td ak Ladbaad 5 
Gr TR IR os sich cab tego wed sea nen Seeetige mania ae ioneab wemiawbeakwee 5 
SE: TIES, AIT. IU cccice-nceierinian gon egiecinigepegneplnh nirlipeeangeaiesipannipiiinialadiadita mastitis ainda 4 
nnn ee ne NI Rc caste sae er mares pecceemes erage ce oseeaie erguiasnet wiaeeteahaiocetron 3 
iid Staten: Lanes Oo... ..22-caldluvacsliens SL Chae 4 

I a a eee calle ee 26 


COMPARATIVE CONSTRUCTION COSTS 


Mr. Horan. We are confronted with a problem here. We know 
that the Congress is favorable to at least an adequate ship construction 
program. We know that it bears very heavily on some of our coastal 
cities that have shipyards. So it is not a total loss to the American 
economy. 

What are our construction costs compared to those of England ? 

Mr. Morse. Double. 

Mr. Horan. This subcommittee, I know, has been very much in- 
terested in a wholesome, healthy maritime. I do not know what we 
will do when we mark up the bill, but we will appreciate having this 
information. It will show your approach to it at least. 


BALANCE BETWEEN CONSTRUCTION AND OPERATING DIFFERENTIAL 
SUBSIDY PROGRAMS 


Mr. Preston. While we are getting very frank here this afternoon, 
let me ask you a question, Mr. Morse. 

If we carry out the intention of the 1936 Merchant Marine Act, or 
if we undertake to justify the operating differential subsidies, then 
we should carry on a comparable construction program, should we 
not! 

Mr. Morse. The 1936 act talks about an active merchant marine 
fleet necessary for the national defense and for the economy. It also 
contemplates an active healthy shipbuilding industry. 

Mr. Preston. Exactly. We would not be paying a subsidy if the 
shippers themselves would agree to replace the ships at the end of 20 
years. 

Mr. Morse. Right. 

Mr. Preston. It is just as much a part of this whole program of 
maintaining a merchant marine as any phase of it. I think it is un- 
fortunate to get one phase of it out of balance, the construction down 
to 14 ships while the operating level is way up at the top. The ad- 
ministration, I think, the Bureau of the Budget, is not carrying out the 
intention of the act when they get it out of balance by approving such 
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a low figure on construction as against a full going operating dif. 


ferential subsidy. Do you agree with that? I should probably not | 
ask you that because I have directly criticized the Bureau of the | 


Budget. Do you agree that the program should be a balanced pro. 
gr am ? 


Mr. Morse. It should be a balanced program; certainly. 
Mr. Presron. Is it a balanced program today with the operating 


differential subsidy at a high peak and the construction replacement 
program at a low peak ? 


Mr. Morse. There is a relationship between those two, obviously, 


but I think it is more important that the construction of ships be | 


— 


on a fairly even flow for two reasons: first, to keep an even flow of | 


business in the shipyards, and second, not to have these peaks and 
valleys in the demand, both from the Government and from the 
private industry, on their own financing. 

Mr. Preston. I think that properly answers it. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 


Turspay, May 5, 1959. 
ACQUISITION OF REPLACED SHIPS 


Mr. Preston. The committee will come to order. 

Yesterday we had about concluded the general discussion and ques- 
tioning under “Construction differential subsidy.” 

There are several items under this heading of “Ship construction” 
which we had not covered. 

How many ships would the $17.5 million buy under the trade-in 
program ? 

Mr. Morse. Fourteen. This is $1.25 million per ship. 


RESEARCH AND DEVELOPMENT 


Mr. Preston. Would you speak briefly to the research and develop- 
ment request of $3.9 million? ? 

Mr. Morse. Yes, sir. A substantial part of the money, $2 million, 
is with respect to nuclear research and development which is a con- 
tinuation in part of our preparatory work for the operation of the 
Savannah. There is also a continuation of the developmental pro- 
gram on our gas-cooled reactor with a closed cycle, gas turbine. 

Mr. Preston. That is a different type reactor from the one which is 
going to be placed in the Savannah? 

Mr. Morsr. The Savannah is pressurized water. The gas-cooled re- 
actor is an advanced concept and we hope it will be a much more eco- 
nomical process. 

We also wish to continue our programs for improving cargo gear, 
for designs of hydrofoil ships and subsurface tankers as well as high- 
speed ships; improved systems of equipment to reduce operating and 
construction costs, procuring prototvne equipment of various sorts, 
particularly cargo handling and machinery. 
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HYDROFOIL CRAFT 


Mr. Horan. Could we ascertain what hydrofoil is? Is that the two- 
hull program ? 

Mr. Morse. Not necessarily two hulls, but it is a concept that as 
the ship gains speed, it will rise up on foils. It is somewhat the same 
idea as the lift provided to a plane by the flow of air over the wings 
(airfoils) except here it will ride on the underwater foils and the hull 
will be out of the water. 

Mr. Preston. Does this proposition have some promise ? 

Mr. Morse. Very definite promise. Small-scale models of this sort 
are now in operation, being built by Italians, and they operate be- 
tween Naples and Messina. Our program is a seagoing concept. We 
are going ahead with our feasibility studies which have already been 
completed which show that it is quite feasible and desirable. 

We hope eventually to build a prototype of perhaps 100 tons to op- 
erate at sea and work out the bugs. We are talking about a speed of 
80 to 100 knots which is really something. When you talk about these 
high-speed nuclear submarines 

Mr. Preston. It would outrun anything we have dreamed of as 
yet ? 

* Mr. Morse. This will outrun anything we have talked about so far 
as a surface ship. We think it has lots of favorable prospects. 

Mr. Horan. Mr. Chairman, could I interrupt a minute at this 
point ? 

Mr. Preston. Yes, sir. 

Mr. Horan. I am interested in the depth of the St. Lawrence Sea- 
way on which we have to hold hearings in the near future. I assume 
that this idea will not draw very much water when it is under full 
speed ? 

Mr. Morse. Very little. 

Mr. Horan. But in going through locks and through a canal what 
would be the draft ? 

Mr. Morse. It would not be feasible in the seaway unless the foils 
are made retractable. 

Mr. Horan. It would not? 

Mr. Morse. No, sir; because these fins extend below the normal 
depth of the vessel itself. 

(The following additional statement was supplied later :) 

__All of our planning contemplates retractable foils. These would be 
ideal in the seaway since there would be virtually no wash compared to 
displacement craft but you would have the problem of high speed in 
narrow channels also used by slow-cargo vessels. 

Mr. Horan. That is all I wanted to ask, Mr. Chairman. 





CARGO HANDLING 


Mr. Presron. Mr. Morse, we have discussed this before in previous 
years and I do not know whether to call it a failure or not. However, 
one area in which we have made very little progress is in the handling 
of cargo, I know from the justifications that you are doing some work 
in that area. What can you tell us here that looks like we might to 
some degree revolutionize the ancient methods of handling cargo. 
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Mr. Morsr. There are several major things that are in the mill, 
This matter of lift-on lift-off is one and the roll-on roll-off is another 
concept. You will note in our statement we proposed we would use 
some of the funds which we now have in our ship construction fund 
to participate in roll-on roll-off utilization on some new construction. 


Mr. Preston. The Defense Department encouraged you to do that? | 


Mr. Morse. Yes, sir. However, this is still in a fluid position. The 
views of the Defense Department are not finalized. There are some 
questions as to whether they will require full ship roll-on roll-off 
capability or whether they could also use part ship, say 20 percent of 
capacity of the ship on a roll-on roll-off basis. But the lift-on lift-off 
concept is also moving along rapidly. Mr. McLean, for example, in 
his coastwise operations in sea trade has a somewhat similar idea. 
Whether lift-on lift-off or roll-on roll-off is better is the question. 
You are lifting instead of many small packages, large packages of 
a matter of 5 to 10 tons weight as compared with 100-pound packages 
which have to be handled by hand. I think the whole maritime indus- 
try is in a state of flux at the present time in shifting over from the 
old concepts to the new concepts; and all of these things assist in 
aiding the industry to come up with the most desirable result. 


USE OF CRANES VERSUS BOOMS 


Mr. Preston. What about the use of cranes instead of booms? Has 
that proven satisfactory ? 

Mr. Morsg. Yes, sir; it has. My recollection is that the study shows 
that there is an advantage in the crane for many purposes over the 
boom-type operation. There are advantages and disadvantages in 
both types of operation. 

Mr. cute Is that a crane which is used dockside or is it one 
that is carried aboard ship ? 

Mr. Morse. It is the ship-installed crane that we have experi- 
mented with and it has proven to be quite satisfactory. We have a 
report issued on our results of the 7homas Nelson. which did prove, 
to our satisfaction, its desirability. 


ADMINISTRATIVE AND WAREHOUSE EXPENSE 


Mr. Preston. Would you speak briefly to the “Administrative and 
warehouse expense,” please ? 

Mr. Morsr. Well, this item is phased at a level consistent with the 
shipbuilding program of 14 ships. The two items are dovetailed to 
provide the necessary warehousing and the manpower to police the 
shipbuilding at a 14-ship level. 

Mr. Preston. You have covered this rather extensively in your 
statement already ? 

Mr. Morse. Yes, sir: it is the relationship of the “Administrative 
and warehouse expense” of $2.6 million which is consistent with the 
14-ship program, and it is the same pattern we have used in every 
previous year when we have received funds for the purpose. 

Mr. Preston. Now we will try to move on from this item. We 
have had numerous questions yesterday about ship construction. Do 
you have any additional questions this morning, Mr. Shelley, before 
we move on to the other members and take up the next item? 
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Mr. Srrettey. Mr. Chairman, before you go to the next item there 
was something I wanted to say and get into the record yesterday and 
I had just as well say it now. Befor we recessed yesterday I had 
wanted to say, Mr. Morse, for the record, that on the trip which I 
made to the Far East last year I met the gentleman who represented 
the Federal Maritime Board in Japan. I had met him before, some 
years back, but I had the pleasure of having him work with me and 
he had a terrifically hard job and schedule set up for me. He kept me 
busy going through 10 shipyards around Japan. I understand he is 
retiring soon. 

Mr. Morse. That is right. He is returning to the United States. 

Mr. Suetiry. You are losing an extremely valuable man in the 
person of Mr. Lundegaard, and you will have difficulty replacing him. 
I certainly want the record to show that he did everything possible 
to keep me informed and advised and to make my trip out there 
worthwhile. 

Mr. Morse. I appreciate very much your comments. 


OPERATING DIFFERENTIAL SUBSIDIES 


Program and financing 





1958 actual 1959 estimate | 1960 estimate 





Program by activities: 


: Payment of subsidies (total obligations)............| $120,031, 522 $120, 360, 887 $130, 000, 000 
inancing: 
Unobligated balance brought forward __........---.-- — 20, 392, 409 ST bicecnesiwedenw i 
Unobligated balance carried forward...........--.-- IE i vinncaksdsiceticactancciendentnantead 
New obligational authority --.........-.-----..--- 100, 000, 000 120, 000, 000 130, 000, 000 


New obligational authority: 
6 ise ica etabbwadunu ls hans uemeninnin 35, 000, 000 120, 000, 000 130, 000, 000 
PeURG IIR gti. sis Wo ea ccucoshagetetuabnoaiaen CO OU Bein ciddnciuclwctiacecoredecccnien 





Object classification 


1958 actual 1959 estimate | 1960 estimate 








ll Grants, subsidies, and contributions_..............-. $120, 031, 522 $120, 360, 887 $130, 000, 000 
i dh een cada 


Mr. Preston. The next item for the consideration of the subcom- 
mittee is “Operating differential subsidies” to be found at page 46 
of the committee print. 

We will insert into the record at this point pages 567, 575, 576, and 
577 of the justifications. 

(The pages referred to follow :) 


Summary of requirements 


Appropriation, 1959 (regular bill) _--_-------_---- $120, 000, 000 
Add: Proposed supplemental_____-------.-------- 10, 000, 000 
TUR SIP Es dais ae aun towne tice dkbom 130, 000, 000 


I i acl Ek ee ted $130, 000, 000 


Requirements for 1960 (payment of operating-differential sub- 
| ee ae Femme ee mee TR a ae a ae ee eee 130, 000, 000 


Total estimate of appropriation, 1960__......---.---------- 130, 000, 000 
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Operating-differential subsidies maximum contractual requirements and estimated 
voyages for calendar years 1958, 1959, and first half 1960 





Annual sailing 


Estimated voyages 









































1 First half. 
? Minimum not requested. 














requirements calendar year Num- 
Operators Ss Rak as Re DB eh ber of 
ot d | ships 
Mini- | Maxi- | 1958 | 1959 1960 ! 
mum mum | 
A. Present contracts: 
American Banner 18 20 12 | 19 10 1 
Lines. | | 
American Export 158 188 | 176 | 175 89 30 
Lines, Inc. | 
American Mail 36 42 | 42 42 | 21 9 
Line, Ltd. 
American Presi- 96 110 102 104 52 24 
dent Lines, Ltd. | 
Bloomfield SS Co... 23 27 26 27 14 4 
Farrell Lines, Inc__- 44 62 | 61 61 30 16 
Grace Line, Inc_- 278 315 281 284 141 29 
Gulf and South 27 33 30 | 33 17 5 
American S8 Co., } 
Inc. 
Lykes Bros. 8S Co., 262 326 | 293 294 143 | 54 
Inc. | | | 
Mississippi Ship- 59 | 73 | 67 | 70 35 | 14 
ping Co., Inc. 
Moore-McCormack | 175 217 189 203 103 42 
Lines, Inc. 
Oceanic SS Co___- 21 | 28 25 26 12 6 
7 Far East 47 53 | 52 53 27 y 
uines, Inc. 
States SS Co., Inc... 58 74 71 | 74 37 13 
United States Lines 332 397 372 376 | 188 57 
Co. } } 
eee So) Re as SO Se 
Subtotal... ...--- 1,634 | 1,965 1,799 | 1,841] 919 | 313 
PENDING APPLICATIONS es ae ore K e- Sckr, f 
B. Present operators: | 
American Export 12 Oe hex 15 | 9 7 
Lines, Inc. 
American President 10 10 | 10 5 3 
Lines, Ltd. 
Subtotal___...-- 22 34 | 25 | 14 | 10 
©. Great Lakes operators: |  _—_=is| | icles - Sos, 3 
American Export 8 16 ; ? ? 3 
Lines, Inc. | 
Arrerican President 12 Be donsisacat ? ? 2 
Lines, Ltd. | 
Grace Line, Inc. --.- 17 PR fsoc--~..) se ? 5 
Isbrandsten Co., (2) 90 hens ? ? 8 
Inc. 
T. J. McCarthy SS 16 OE Kewmenss ? ts 4 
Co. | 
United States Lines () 32 | ? ? 8 
Co. 
Subtotal___.__- 53 162 | 75 33 30 
D. New operators (other . a | tere 7. 
than Great Lakes): | 
Central Gulf SS 16 24 | ae | pee 
Corp. 
Ishrandtsen Co., NR 59 |. 7 25 10 
Inc. 
Istnmian Lines, Inc_ 72 108 |_. ; 24 
Matson Orient 18 24 | 6 12 8 
Line, Inc. 
Prudential SS Corp_| 20 BBE iicinsan ac , a 5 
States Marine Corp- 108 168 36 | 72 29 
Waterman SS Corp. 96 144 | 28 
Subtotal_.._..._-- 330 559 49 109 108 
ee eons 2,039 | 2,720] 1,799/ 1,990] 1,075| 461 








Remarks 


As requested by appli- 
cant: 
Increase service TR 
18. 
Increase R/W serv- 
ice. 


Great Lakes service to 
commence Apr. 1, 1959, 
Great Lakes/Medi- 
terranean. 
Do. 


Great Lakes/South 
American. 
Great Lakes/Scandi- 
navian. 
Do. 


Do. 


Service as requested by 
applicant: 
TR 18. 


Apr. 1, 1959, R/W (29) 
and TR 5; 7; 9; (30). 
R/W and TR 18. 
Apr. 1, 1959, TR 12. 


TR10. 

Apr. 1, 1959, TR 13; 
29; 30 and Tri-Cont. 

TR 5; 9; 12; 21; 22; 29; 
and 30. 
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ANNUAL SUBSIDY REQUIREMENTS 


In addition to maximum contractual sailings shown on the preceding schedule, 
the Federal Maritime Board has approved additional sailings upon meeting of 
certain requirements by the following operators. 

American Banner Lines 

Upon acquisition of an additional passenger ship, as required by the contract, 
the contractual minimum will be 36 and the maximum 40 sailings. 
Gulf and South American SS Co., Ine. 


Upon replacement of the operator’s fleet of five ships with new ships, as 
required by the contract, the contractual minimum will become 30 and the 
maximum 36 sailings. 

Upon compliance with these conditions, the contractual maximum would be 
1,988 rather than 1,965 as shown on the schedule. 


NUMBER OF VOYAGES UNDER CONTRACT 


Mr. Preston. This is a request in the amount of $130 million. 

Now, of the 2,225 voyages approved for fiscal 1959, how many have 
not been contracted for at this time ? 

Mr. Morsg. Two hundred thirteen are still open. 

Mr. Preston. How many ? 

Mr. Morse. Two hundred thirteen. In other words, you start off 
with a base of 1,965 and then we have 23 that are contingently obli- 

gated to American Banner Lines, and Gulf and South American SS 
Coarpaaid: Inc. In addition we have given Grace a maximum of 24 
for sailings out of the Great Lakes. 

Mr. Preston. Which will be used during the current fiscal year 4 

Mr. Morsg. Yes, sir. They have already started the operations. 
So they will be used during the current fiscal year 1959. 

Mr. Preston. Well, what about on a calendar year basis? 

Mr. Morse. Both. The full number will be used duri ing the calendar 
year. 

Mr. Preston. Anyway, you have allocated these contracts for 24 
out of the Great Lakes ? 

Mr. Morse. Yes, sir; we have also awarded a contract to Ameri- 
can Export Lines, Inc., for 16 voyages out of the Great Lakes, but 
> any increase in the maximum number of voyages permitted to 
them 

Mr. Preston. Of the 213 left are any additional voyages reserved for 
the Great Lakes? 

Mr. Morse. Yes, sir. Under the legislation 75 of the 2,225 were re- 
served to Great Lakes operators. 

Mr. Preston. It is not likely, however, you will need the entire 75 4 

Mr. Morss. Not this fiscal year; no, sir. 

Mr. Preston. Well, I for one am a little bit confused by the request 
this year, You ask for 2,040 voyages and at the same time you sound 
a warning that you most likely will have to come back and ask for an 
increase in this figure. 

Will you please explain why this is true ¢ 

Mr. Morse. The Maritime Board requested or submitted its mate- 
rial which showed that we had applications on file for a total of ap- 
proximately 2,700 voyages, and that we were in the process of con- 
cluding the necessary Board heari ings and the detailed work prepara- 
tory to signing additional subsidy contracts, and that we anticipated 











470 


that in this current fiscal year we would be in a position to sign oper- 
ating subsidy contracts with three new operators, Isbrandtsen, Mat- 
son-Orient, and States Marine Lines. So we would anticipate that 
within the current fiscal year we would need in excess of 2,040 voyages, 
Now, 2,040 voyages is the current contract sailings plus 75 for the 
Great Lakes operators. 

Mr. Preston. That is the base; is it? 

Mr. Morse. It is 1,965 plus 75 for the Great Lakes operators, which 
makes 2,040. 

Mr. Preston. Where do we get the figure of 1,965 ? 

Mr, Morse. If you will look at page 575 of your justifications you 
will see there the maximum of the voyages for existing operators, and 
the maximum permitted under our existing contracts. In each con- 
tract we have a minimum and a maximum and the 1965 figure is the 
sum of the maximum for the presently subsidized operators. 

Mr. Preston. If you were to grant contracts to the three com- 
panies you have just mentioned, how many additional voyages would 
that require, Mr. Morse? 

Mr. Morse. For Isbrandtsen, 59, Matson-Orient, 24, and States 
Marines, 168, for a total of 251 additional. 


PROCEDURE FOLLOWED ON APPLICATIONS 


Mr. Preston. Since you sit as a quasi-judicial body I hesitate to 
ask some questions of interest concerning these applications. 

Mr. Morse. Well, there is no problem as far as I am concerned 
because the Board has already taken action under the 605(c) proce- 
dure, which is the procedure in which other operators are given an 
opportunity to appear and raise objections to the granting of a sub- 
sidy if they wish to do so. 

The Board has issued decisions in each of these three cases and 
in each case the Board has found that section 605(c) is not a bar to 
the issuance of a subsidy contract, assuming all other sections of the 
1936 act are complied with by the applicant. 


FOREIGN-FLAG OPERATIONS 


Mr. Preston. Have any of these companies been engaged in for- 
eign-flag operations ? 

Mr. Morse. Isbrandtsen and States Marine have each had some types 
of foreign-flag operations. 

Mr. Preston. At this time? 

Mr. Morse. Both of them are in the process of divorcing themselves 
from their foreign-flag operations or have completed the divorcement. 
That question comes up under section 804, and I notice Mr. Bonner 
has introduced a bill requiring that there be public hearings by the 
Board in any section 804 situations. 

The present statute does not require a public hearing. 

I assume your question is directed primarily at States Marine? 

Mr. Preston. Not necessarily. No; I would not want to pinpoint 
any particular operator. ir 

Mr. Morsg. Let me say that my answer will be directed primarily 
to States Marine: 
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Section 804 says it is unlawful to award or pay subsidy to an oper- 
ator who has foreign-flag affiliations unless he first obtains a waiver 
from the Board. We have given section 804 waivers in the past. 

Mr. Preston. In how many instances and to which companies? Do 
you recall ? 
~ Mr. Morse. Yes; Grace Lines with respect to their acting as agent 
for Johnson Lines, a Swedish company; American Export for a num- 
ber of years when they acted as agent for the Italian Lines and then 
there still exist two or three waivers in respect to minor foreign-flag 
connections. 

The Farrell Lines, I believe it is, utilizes one or two small foreign- 
flag ships for feeder services in their African coastwise trade. 

Mississippi Shipping Co., Inc., is in the same area, and uses a for- 
eign-flag feeder service, but these latter two are minor in nature and 
supplementary to the service of the operator. 

Now, getting back to States Marine, on the question as to whether 
it was or was not necessary for the Board to grant an 804 waiver was 
submitted to Mr. Ed Ransom when he was General Counsel of Mari- 
time and in the program which States Marine submitted to him as to 
the method in which they would divorce themselves of their foreign- 
flag affiliations, the General Counsel of the Maritime ruled that section 
804 was not involved. 

In other words, the divorcement proceedings would result in, I 
will say, an “uncontaminated” American-flag operation so that it 
would be unnecessary for the Board to even consider whether they 
would or would not grant a waiver. 

This matter of the interpretation or the action of our General 
Counsel has been referred to the General Accounting Office to ascertain 
from the General Accounting Office, after a review. by them, whether 
they would take legal exception to the conclusion of our own General 
Counsel. 

Mr. Preston. And youare awaiting that decision ? 

Mr. Morse. We are awaiting that decision. 

Mr. Preston. My only concern is this: I certainly am not crusading 
against any company, but my own concern is that any new operator 
should certainly be divorced entirely from foreign-flag operations. 
I do not think it adds up for us to have anyone drawing a subsidy 
while having any foreign operations competing with ours. That is 
my only concern, I assure you. I am not crusading against any com- 
pany. I make this statement with reference to all companies, and 
if it is found that any of the present operators had any connection 
with foreign-flag bottoms I would be in favor of canceling contracts 
with any company holding such a’contract. 

Will the amount which you have requested be adequate to keep the 
payments as current as possible ? 

Mr. Morse. Yes, sir; we think the $130 million is the proper figure 
to be requested for this fiscal year. We are moving ahead as rapidly 
as we can to catch up the past years where there is money still owing, 
and by the end of fiscal 1960 we think we will be paid up through 
calendar year 1955, which will put us on a fairly current basis. 

_ There are appeals on minor items and things of that sort. So, there 
is some normal lag in finalizing previous years. 
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RECAPTURE POSITION OF THE GOVERNMENT 


Mr. Preston, Have you a statement showing the recapture position 
of the Government in these matters ? 

Mr. Morse. Yes, sir. 

At page 581, the amount of recapture is spelled out for each of the 
calendar years since 1947. 

(The matter referred to appears on p. 473.) 

You will see under the column entitled “Recapture” there has been 
over $244 million recaptured in that period commencing in 1947, in- 
cluding the estimate for the first half of calendar year 1960. 

Mr. Preston. Under the column “Subsidy accrual,” is that the 
total amount which has accrued since 1947? 

Mr. Morse. Yes, sir. 

Mr. Preston. $1,281,916,806 ? 

Mr. Morse. Yes, sir. 

Mr. Preston. I believe you put the figure of $244 million in the 
record ? 

Mr. Morse. Yes, sir. 


UNOBLIGATED BALANCE 


Mr. Preston. What is your unobligated balance as of the latest 
reporting date? 

Mr. Fisuer. As of the end of April, Mr. Chairman, we have about 
$5 million unexpended in the total appropriated to date. 

Mr. Preston. And there would not be any doubt about your obli- 
gat’ne that between now and the end of the fiscal year; would there? 

Mr. Morsz. Not at all. We have a request pending for a $10 mil- 
lion supplemental. 

Mr. rxeston. What happened to that in the Senate ? 

Mr. Forp. The full amount was restored in the Senate. It was cut 
to $5 million by the House, but the Senate restored it to $10 million. 

Mr. Preston. No final action has been taken on that bill yet? 

Mr. Forp. Not yet. 


Mr. Preston. How will that bill affect the request. before the com- 
mittee for fiscal 1960 ? 

Mr. Morse. Even if it is granted, we will expect to expend that full 
amount during the current fiscal year so that we should not reduce 
the request for $130 million for fiseal 1960. 


SUMMARY OF SUBSIDY ACCRUAL, EXPENDITURES AND CASH REQUIREMENTS 


Mr. Presron. At this time we shall] insert page 581 of the justifi- 
cations. 


(The page referred to follows:) 
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Mr. Shelley, do you have any questions on this item ? 


AFFILIATIONS WITH FOREIGN-FLAG CARRIER 


Mr. Sueuiey. I just want to reiterate and reaffirm what you sai 
Mr. Chairman, as my own position. I feel any line which is sibsldined 
under the Merchant Marine Act of 1939 should not either directly or 
indirectly have any corporate or financial entanglements or controlled 
alliance with foreign-flag operations. 

I am afraid if we are not careful we are going to have to—in fact, 
I feel pretty confident we will have to amend the Merchant Marine Act 
in many respects, but specifically in such respect as will make clear 
this particular point : in view of some of these firms who for years had 
foreign-flag operations and foreign corporations and American cor- 
porations, now embarking on a new pattern in the last year or two 
and divesting themselves, at least for the record, of any connection 
with the foreign ships under one corporation and setting up a sort 
of aclean American corporation, so they can come in for a subsidy. 

But, still, somewhere they have a relationship with some other firm 
which has the foreign-flag vessels still under their control. 

I think we all know that there are cases where this exists. I had 
one experience, Mr. Morse, that I think I should ask you about, or 
acquaint you with in any event, and Jet you make your comments 
on it. 

While in Japan last year and during the course of my visit to the 
shipyards—and by the way, Mr. Lundegaard and I went to 10 different 
shipyards and did not see a single idle way in a single yard—at the 
large Itazuke yard at Kobe which was employing in the neighborhood 
of 20,000 men, the general manager of the yard while taking Mr. 
Lundegaard and me through the yard pointed to three vessels—one on 
the ways, one in the outfitting dock, and one with steam up getting 
ready for a trial—and commented that these vessels were built by 
them for States Marine of the United States. I expressed some sur- 
prise. I said “Are you sure?” He said, “Oh, yes; I am sure.” 

He said “Of course, they are going to fly the Panamanian flag and 
it is a different corporation.” He further said “I do not know how 
you Americans set it up but actually he said all contact with us has 
been by the States Marine people here.” 

Mr. Morse. I am not unfamiliar with that. These ships are being 
built for a Panamanian or Liberian corporation which is 100 percent 
owned by States Marine Corp. of New York. The applicant for sub- 
sidy is the States Marine Corp. of Delaware, and it is the divorcement 
proceedings of the States Marine Corp. of New York and States Ma- 
rine of Delaware which has been referred to earlier which has been 
referred to the General Accounting Office to ascertain if there is a sec- 
tion 804 question involved. 

Mr. Suettey. Prior to the divorcement proceedings they were in- 
terlocking, and they had the same directorate in these corporations? 

Mr. Morse. They worked hand in glove. There is no question about 
that. 

Mr. Suetxey. I think the interesting thing was Mr. Morse’s answer, 
if you heard that, that these corporations were interlocking and that 
the whole basis of these proceedings is to bring about a final divorce 
and separation which must be completed before they can come in with 
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clean hands on an application for a subsidy under the Merchant Ma- 
rine Act? 

Mr. Morse. You are absolutely right. 

Mr. Ceperserc. Would the gentleman yield ? 

Mr. Sueuury. Yes, sir. 

Mr. Ceperserc. It would appear from the statements which have 
been made here and if they are correct that that is a direct attempt to 
avoid the intent of the act. 

Mr. Sueuiery. I think the gentleman is absolutely right. I think 
this is what is going on. 

I would like at this point to ask Mr. Morse if there has been any 
thought given to this possibility by himself and the members of his 
Board that some of these companies are attempting to find their way 
around the act to continue these situations. I am not now referring 
to States Marine, but I refer to the Onassis operation. 

Mr. Morse. The Onassis situation is a horse of a different color. 

Mr. Suetiey. But it is out of the same stable. 

Mr. Morse. No. It is an entirely different problem. The Board is 
very much concerned with this whole question and we have gone into 
it very carefully and at great length. 

The States Marine case involves in part the question of whether an 
operator has foreign-flag affiliations or has 100 percent American 
affiliations, who has gone nonsubsidized for all these years, and why 
should we now subsidize him? That is a phase of this same problem. 

The fact that States Marine had gone unsubsidized up to the pres- 
ent time in part turned on the fact that they had foreign-flag opera- 
tions which supplemented their income from American operations. 

On the other hand, there are some purely American operators who 
have gone without subsidy all these years and are now applying for 
subsidy. ‘They have done so primarily on the basis that they are 
now being confronted with the problem of replacing their present 
fleet, and without subsidy they are unable to do so. Should we con- 
sider those people as second-class citizens for the purpose of applying 
for a subsidy on the basis that they elected to go nonsubsidy all these 
years and now they are coming in and asking for Uncle Sam to assist 
only because they are forced to do so, or should we consider those 
people as eligible and to receive credit rather than criticism for the 
fact that they have not asked for subsidy all these years or are we 
to give greater credit to the companies who, for reasons of their 
own, found it more advantageous to collect subsidy all these years? 

Mr. Suetiey. Now, you are referring to the one which has been an 
American operation all the way through ? 

Mr. Morse. Yes, sir. 

Mr. Sueiiey. But operated nonsubsidized, and which now comes 
in and makes application for a subsidy? That is a horse of one color. 

Mr. Morse. Yes, sir. But the principle is the same. 

Mr. Suetiey. What about the horse of the other color or what 
about the other end of the horse? 

Mr. Morsr. The States Marine is the largest example. Isbrandtsen, 
although a smaller operator, is equally involved in foreign-flag affilia- 
tions. 

Mr. Snetiry. What motivates them now to make this change! 
Has that been put in the record ? 
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Mr. Morse. Yes, sir. They are confronted with the same replace- 
ment as the pure American operator. They want to remain in the 
steamship business and to replace their fleet. They either have to get 
subsidy or they have to go entirely foreign flag. There is no in 
between for them. They ‘would prefer to ‘be under the American- 
flag operation, and they want to divorce themselves and apply asa 
pure American citizen. 

If they fail to get subsidy they say “we do not have any alterna- 
tive—we are not making a threat—but we have no alternative if we 
are going to remain in the ste amship: business but to get subsidy or 
go ba foreign- flag operations entirely.’ 

It is also true that the States Marine has been a big user of Ameri- 
can-flag ships. They only own 25 or 30 of their own, including the 
Isthmian Line, but they normally operate anywhere from 80 to 100 
American-flag ships. So, they have been big users of American-flag 
ships, and they employ American seamen on all these ships. How- 
ever, they have had their foreign-flag affiliations. Most of their 
foreign-flag operations are in connection with the carriage of bulk 
cargo. They have a connection with Republic Steel and also with 
one of the aluminum companies, I believe, in which they jointly share 
in the ownership and operation of these foreign-flag vessels. 

Mr. Suetiey. That is all I have at this point. 


WAIVERS PRECEDENT TO SUBSIDY 


Mr. Morse. To get back to the fundamental question, and one thing 
which influences me on this whole thing, is section 804 where it says 
we may grant a w aiver. If this divorcement proceeding is cleared 
through the General Ace ounting Office and they say there is no section 
804 problem involved, then I do not have to face up to the question, 
Will we grant a waiver ? 

Mr. Yates. Mr. Chairman, will the gentleman explain what he 
means by “granting a waiver” ? 

Mr. Morse. Section 804 of the 1936 act says it is illegal to award or 
pay operating subsidies to an American-flag applicant if it has 
foreign-flag affilations of various sorts, but it gives the Board au- 
thority to waive that defect, if you want to call it that. I anticipate 
that the divorcement. proceedings will be of such a character that GAO 
itself will confirm that there is no foreign-flag connection of a char- 
acter which would require them to come to the Board and get a waiver 
of any sort. 

Mr. Yarrs. How many such waivers have there been in the last 
year or in the last few years? 

Mr. Preston. We covered that earlier, Mr. Yates. 

Mr. Morse. Yes, sir; there are two major ones: The Grace Line 
with respect to acting as agent for the Johnson Line and the Ameri- 
can Export as agent for Italian Lines. 

The latter is now discontinued. 

Getting back to your question, Mr. Shelley, the next step in my 
thinking is the problem of deficiency of American-flag liner cargo 

capabilities. Since there is a deficiency for mobilization purposes : and 
these people are willing to sign up for a major ship replacement pro- 
gram for fast cargo ships, that influences my thinking at least in 
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part in going along with their application, assuming all the other 
provisions of ‘the act are met. é 

Mr. Suetiey. In other words, with the waiver question out of the 
way you would look at this just as any other American operator 
coming in and making an application for subsidy ? 

Mr. Morse. Yes, sir; that is in substance what I am saying. 

Mr. Preston. Mr. Morse, in examining this proposition does the 
Board look carefully into the corporate structure of these two cor- 
porat ions ¢ P 

Mr. Morse. Oh, very definitely. 

Mr. Preston. Do you require a list of the stockholders of both 
corporations / 

Mr. Morss. The stockholders, the percentage of stock owned, and 
any connections they have with any other foreign- flag activity, the 
officers, the directors, and their connections with other activities. We 
go into it very fully. 

Mr. Preston. Which corporation was created first, the New York 
or the Delaware ¢ 

Mr. Morse. I do not recall. I think the Delaware corporation. 

Mr. Preston. Have both corporations been in existence for some 
time? Have they existed contemporaneously or was one c1 reated 

Mr. Morse. As I recall, the Delaware corporation was set up in the 
early thirties and the New York corporation was set up at. a later date, 
but just how much later I do not know. They have both been in being 
for quite a number of years. 

Mr. Presron. I think that is a significant fact, that they have been 
in being and it is not a means of circumventing some of the provisions 
of the act. While I am not prepared nor informed enough to pass on 
that aspect of it 


Mr. Morse. I will supply for the record when each of the corpora- 
tions was established. 

Mr. Suetiey. Would you also supply for the record at the same 
time a list of officers of both corporations ? 

Mr. Morse. Yes, sir. 

(The information referred to follows :) 
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STATES MARINE CORP. 
90 Broad Street 


NEw YORK CORPORATION 


(Incorporated December 26, 1930) 


DIRECTORS 


H. D. Mercer 
C. S. Walsh 
A. D. Frese 
I. Zion 
PRINCIPAL OFFICERS 


C. S. Walsh, president 

A. D. Frese, vice president and 
treasurer 

N. W. Johnson, vice president 

P. V. Everett, vice president 

J. E. Andrews, vice president 
(deceased ) 

J. Gamie, vice president 

W. H. McGrath, vice president 

J. T. Carpenter, vice president 

W. R. O’Connell, vice president 

J. H. Ball, vice president 

G. W. Gow, secretary 

A. J. Theis, assistant secretary 


NEW YORK, N.Y. 


DELAWARE CORPORATION 
(Incorporated June 11, 1946) 


DIRECTORS 


H. D. Mercer 
Cc. S. Walsh 
A. D. Frese 

J. H. MeGrath 


PRINCIPAL OFFICERS 


C. 8. Walsh, president 

J. B. Davies, vice president, traffic 

I. M. Griffin, vice president, traffic 

D. M. MacNeil, vice president, traffic 

J. E. Andrews, vice president, traffic 
(deceased ) 

R. G. Stone, vice president, traffic 

W. H. McGrath, vice president, traffic 

J. T. Carpenter, vice president, legal 

J. de la Pena, vice president, traffic 

J. H. Ball, vice president, traffic 

G. W. Gow, comptroller 

A. J. Theis, vice president and assistant 


secretary 
C. Culver, vice president, traffic 
T. F. Dunn, vice president, traffic 
L. H. Quackenbush, husbanding 
P. D. Barksdale, treasurer 
J. H. McGrath, secretary 
Edw. A. Terris, vice president 
Juro Watanabe, vice president 


The above list of principal officers shows the incumbents as of the latest date 
available. It will be noted that this listing shows that in most cases the same 
individuals occupy similar positions in both companies. 

By action of June 13, 1957, the Federal Maritime Board imposed specific re- 
quirements considered necessary to bring about a legally sufficient separation 
between the two companies for section 804 purposes. The applicants were in- 
formed of these conditions by letter dated August 14, 1957, and they were ac- 
cepted in principle by both States Marine (New York) and States Marine (Dela- 
ware). These conditions, among other things, included the following: 

(1) States Marine (Delaware) and “tates Marine (New York) to have 
no common officers or directors. 

(2) Stock ownership in the two companies to be so distributed that no 
single group of individuals would own among them a majority of the stock 
in both companies. 

By memorandum dated April 24, 1959, the company submitted a revised plan 
of reorganization of both companies which is presently under study by the 
Maritime staff. 


Mr. Suetitey. Would you agree with this statement which I think 
is the general opinion of the type of operation in which States Marine 
has been engaged over the years, that they have followed no trade 
route. They have operated on a “pickup cargo” where they could, 
and dispose of it where they could, and pick it up again, which is to 
some extent a tramp, but not quite a full tramp service. 

Mr. Morsr. It is a combination of tramp and liner operations. It 
has been for years. It isa flexible type of operation. 


Mr. Snetiry. Now that the States Marine has an application for 
subsidy, assume for this situation that that subsidy is granted, will 
there be any change required in the nature of their operations, or 
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has their application requested a subsidy approval with any departure 
from the heretofore established practice of required trade route track- 
ing by subsidized operators ? 

Mr. Morse. Under their application they would eliminate what 
would be the tramping operation. They have what they call their 
tricontinent service. The vessels trade from Europe to the United 
States to the Far East and back in various operations. 

It is a very flexible type of service that they wish to operate. They 
ask for quite a degree of flexibility between the minimum and maxi- 
mum voyage on the various segments of the routes. They operate 
over established trade routes, though. The Board has not yet indi- 
cated that it will be willing to go along with the degree of flexibility 
that they are asking. As a matter of fact, as far as I am personally 
concerned, I would be unwilling to do so, because it would be then 
in a more advantageous position than some of the other American- 
flag operators who do not have the same degree of flexibility, although 
one of the other largest American-flag operators has what we call 
interchangeability of vessels between the various routes. 

All of them do have, but this one that I think of bec has 
an interchangeability which gives it practically the same flexibility 
that States Marine is asking for. 

Mr. Suetiey. Do you care to name that operation at this point? 

Mr. Morse. Lykes. 

Mr. Bow. Will the gentleman yield ? 

Mr. Sueiiey. I would be very happy to yield. 

Mr. Bow. I am greatly interested in all these questions the gentle- 
man from California is asking. They are most interesting, but I am 
a little concerned as to whether or not we are getting away from ap- 
propriation matters and probing the minds of a quasi-judicial body 
as to how they are going to decide cases before them, what their 
thinking is going to be in the decisions on cases pending before such 
body, and whether or not in our position in appropriating funds it is 
proper to consider how they are going to decide such cases. 

I only raise the question, Mr. Chairman, not as a matter of criticism 
and not in protection of any one company. I am interested in this, 
and I might ask the same questions myself off the record of these 
gentlemen, but I just wonder whether we have gone a little beyond 
the appropriations function in trying to determine what the Board 
Is going to do or might do in certain cases, 

_ Mr. Morse. Mr. Bow, I had no hesitancy in answering any of this 
line of questions because the Board has already issued its Board 
decision. 

Mr. Bow. So these questions are addressed to those where decisions 
are already made ? 

Mr. Morse. Yes, sir. 

Mr. Bow. And not in any cases now pending before the Board 
which you might again be called upon to review ! 

Let us assume that the General Accounting Office, or whoever is 
considering whether section 804 is involved, would determine that 
section 804 is involved, would you not then be required to go into the 
question of a determination of their rights and under section 804 
would it not then be back in your lap ? 
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Mr. Morse. Yes, sir; it would be. I think while it is quasi judicial 
in nature, it is a different type that I was talking about under the 
605(c) proceedings on which we have Board hearings. 

Mr. Bow. I just raised the question. 

Mr. Suetiey. I might say I appreciate the gentleman raising it, 
and I know he has done it with every constructive and friendly in- 
tent, because Mr. Bow and I have always had a complete understand- 
ing in working on these matters. But I have been extremely careful 
to avoid just that type of question. 

Mr. Bow. I know you have. 

Mr. Preston. May I say this also, if Mr. Shelley would yield? 

Before this line of questioning was introduced I had stated that 
I hesitated to ask this type of question because we were dealing with 
a quasi-judicial matter, but at that point the Chairman of the Board 
assured me that it was within the bounds of propriety to ask some 
questions. 

Mr. Bow. May I say this? I would hope that questions which are 
asked which would go into the question of determinations by the 
Board as a quasi-judicial group, I would certainly hope that the 
Chairman of the Board would so state when the question is asked 
so we do not invade a field that I do not believe we have a right to 
invade. 

Mr. Preston. I would certainly share that feeling myself. 

Mr. Suetiry. I think the record should show at this time that the 
Chairman of the Board, Mr. Morse, is considered to be one of the 
country’s most eminent and outstanding lawyers in this field, and 
I think he would certainly recognize any question that is out of 
order. 

Mr. Morse. Thank you, sir. 


PRACTICES OF OPERATORS 


Mr. Suetiey. One further question as to present and past practices 
with present operators : 

I understand they have been given over the years a trade route to 
follow with designated ports, none of which they have to hit every 
trip, but they have to guarantee they will give service to that area, 
and that there have been times when some of these operators have 
had an opportunity to pick up a cargo—sometimes a pretty good load 
of cargo—in one single lot at a port that was a little off their certified 
or approved run, and that there have been numerous occasions of 
difficulty or delay in getting approval for departure, for instance, 
to go from Manila over to Vietnam to pick up something because that 
was not always on their run and there was no other vessel coming 
in there for some time, and as a result the cargo that they may have 
picked up was lost to foreign flag or some other outfit operating 
on a nonscheduled, nonsubsidized basis. 

Ts that the history of the situation ? 

Mr. Morse. That has occurred occasionally, but I will say those 
were the exceptions rather than the rule. We do permit deviation 
from an established trade route if the operator can show that the 
eargo that he would pick up and the revenue will be advantageous 
to him. If there is no other American-flag operator involved, we do 
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it more or less as a matter of course. If another American-flag oper- 
ator also calls at this port, he is given an opportunity to see whether 
he-ean jpidk.wp)the cargo himself irrespective of whether he is a subsi- 
dized or nebsubsidized operator, he is given first choice at the cargo. 
There have, been one or two instances I know where we have not per- 
mitted an,operator to go into an area over the protest of another 
American-flag operator “and the ‘argo was carried by some foreign 
flag. 

Mr. SuHeitiey. How many instances that you know of, Mr. Morse, 
of this? I ask this in every friendly spirit because I have been told 
there have been such instances—many instances—where the cargo was 
there and there was a ship available in the near vicinity of one ‘of our 
subsidized lines and by the time the Board had granted its approval 
it had been delayed and took some time and the cargo was gone. 

What is the average time it takes to make this decision? Are there 
hearings on it ? 

Mr. Morse. It is an Administration matter, rather than a Board 
matter. These are handled normally by the Chief of the Office of 
Government Aid, but he is not here at the moment. 

Mr. Smith, however, is here, who is the No. 2 man in that Office, 
and perhaps if you would address that question to him he could better 
answer it than I could. 

Mr. Suetiey. You heard the question, Mr. Smith. Do you care 
to make any answer to it ? 

Mr. Smiru. Mr. Chairman, I am Lemuel C. Smith, Deputy Chief, 
Office of Government Aid. 

Mr. Shelley, if I understood your question, it was primarily directed 
toward the average time required to approve or disapprove one of 
these requests ? 

Mr. Suetiey. What is the time element involved, and do you re- 
call any instances where the opportunity to pick up cargo on the 
part of an American-subsidized operator has been lost because of 
delay in arriving at a decision ? 

Mr. Smiru. No, sir; I do not recall of any where that was the sole 
reason. I recall cases where the request has been disapproved by us, 
but even that disapproval was relayed to the operator so that he knew 
that we would not approve it. 

In the cases of approval I know of none where it was just a ques- 
tion of the staff not acting on it within the time. 

Mr. SuHetiey. What is that time period generally ? 

Mr. Smiru. It would vary from possibly 3 hours’ notice on the 
part of the operator to 15 days notice on the part of the operator. We 
have cases where operators have applied to us at 4 o'clock in the 
afternoon for some cargo they wanted to pick up the next morning 
and we have been able in all cases to act upon the request administra- 
tively. We would like to have more time, but sometimes traffic just 
does not work that way. 

Mr. Morsr. The delay, I might add, is in part administrative pro- 
cedurally, but it is in part an attempt on our part to assure the other 
American-flag operators who regularly serve the port and who might 
have the opportunity for the cargo that they are not frozen out. 

We are trying to protect everyone. 
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CONSTRUCTION IN FOREIGN SHIPYARDS ~ 
- 


LBD O4145 TO 

Mr. Yares. Mr. Morse, Mr. Shelley discussed what the*had ‘seen ‘in 
the construction yards in Japan for the construction Of ships of aver- 
tain American operator. Are there similar contracts*that you ‘know 
about with respect to other operators, or is this 'theonly instance 
where ships are being constructed in foreign yards for’ use! by Ameri- 
can operators ¢ 

Mr. Morse. There are many ships that have been and are being 
built in foreign yards by American capital. The oil companies, for 
example, build some of their ships abroad for operation under foreign 
flag. That is done for many reasons. One is that France, for ex- 
ample, has a requirement that 50 percent of its oil be imported on 
French-flag ships. Take Standard of New Jersey, for example; if 
= are going to be in business in France they have to meet the French 
aws. 

Another reason that some of these ships are built abroad is cur- 
rency controls which do not permit the American companies to with- 
draw their earnings from some countries. So the only way they can 
use their earnings is by either building ships or building plants or 
things of that character. But there are other companies—other 
American companies—that do build abroad. There is one yard in 
Japan which is used almost exclusively by an American operator for 
building ships for his foreign-flag operation. 

Mr. Suettiry. Is that the Ludwig operation ? 

Mr. Morse. Yes, sir. 

Mr. Yates. You gave two reasons why they build in foreign yards. 
You have the tankers by Standard Oil Co. because of the French 
law and you also have mentioned the currency restrictions. Is there 
similar reason for the Ludwig Co. operations? 

Mr. Morsr. The cost is about 50 percent of building in American 
yards. 

Mr. Yates. For a similar ship ? 

Mr. Morse. For an identical ship. 

Mr. Yates. Fifty percent cheaper ? 

Mr. Morse. Approximately 50 percent cheaper. 

Mr. Yares. Are the ships that are constructed in foreign yards 
subsequently put into American service under the subsidy program 

Mr. Morsr. No, sir; it is forbidden under the subsidy program but 
they could be put under American-flag registry for operation in the 
foreign commerce of the United States. 

I do not recall that it has been done, but it could be done. 

Mr. Yates. Does this require a waiver also? 

Mr. Morse. No, sir; not so far as Maritime is concerned. The 
vessel can be documented under the American flag for foreign-flag 
operation even though it is built abroad for foreign commerce op- 
erations, but without a subsidy. 


ONASSIS CONTRACT 


Mr. Yares. I have a letter here that Mr. Allen wrote to the chair- 
man of the committee on May 5, raising the Onassis question, and 
he pointed out that the Victory Carriers, which has a contract, 1s 
owned 75 percent by the Grace National Bank of New York under 4 
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trust agreement of 1955 and the beneficiaries are the children of 
Aristotle Onassis. 

How old are those children ? 

Mr. Morse. Eight or ten years old. 

Mr. Yarrs. They must be very brilliant children if they are going 
to conduct the operation. 

Mr. Morse. Obviously, they do not. The bank, as trustee, will 
control who will run the operation. Captain Conway, who may be 
known to some of the committee members, is the president of the 
corporation that is building these ships. 

Mr. Yates. Who owns the other 25 percent ? 

Mr. Morse. A company controlled by the father, Mr. Onassis, to 
the best of my knowledge. 

Mr. SuHettey. Do you think he might have a pretty good voting 
bloc with that 25 percent ? 

Mr. Morse. Well, there would be two voters. The Grace Bank is 
one voter, and Onassis is the other voter. Unless he can get the Grace 
Bank to vote with him, he will be voted down. 

Mr. Yares. Who controls the voting of the trust? 

Mr. Morss. The Grace Bank. 

Mr. Yates. The Grace Bank is the trustee ? 

Mr. Morse. Yes, sir. 

Mr. Yates. And is it given full power as trustee over the opera- 
tion of the contract, or is it to act in accordance with the direction 
of some other person ? 

Mr. Morse. No; it is given full power under the trust agreement. 

Mr. Yates. The beneficiaries of the trust have no voice in the con- 
tract, and nothing to say about it ? 

Mr. Morse. The best of my recollection is that they do not have. 

Mr. Yates. They do not have? 

Mr. Morse. No, sir. 

Mr. Yates. They do not have a guardian, for example, who speaks 
for them to the trustee ? 

Mr. Morse. Not as I recall. This was a trust agreement which was 
drafted and approved by the Department of Justice in order to be 
reasonably sure that Grace Bank has complete control of its own 
activities as trustee. 

Mr. Yates. Yes, but quite frankly, a trust agreement ordinarily 
will provide for the trustee to act on the direction of the beneficiaries. 
Mr. Morse. I am sure this one does not have that provision. 

This involves this question of trade-out and build. 

Mr. Yates. It involves what ? 

Mr. Morsr. The program we have in Maritime that we call trade- 
out and build. I personally think it is a sound policy. There are 
other people who have a different point of view and I give them all 
the credit for their point of view. Nevertheless I think it is a sound 
policy because we have, as a result of this trade-out and build pro- 
gram, upgraded a very substantial portion of American-flag tanker 
fleet by getting new tonnage of at least the equivalent utility and 
greater speed for American-flag operations in exchange for permit- 
ting World War II Liberty’s and T-2 tankers to be traded for them. 

Mr. Yates. You stated that this contract had been approved—not 
the contract, but the trust agreement had been approved by the De- 
partment of Justice ? 
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Mr. Morse. Yes, sir. 

Mr. Yates. How does it happen that the Justice Department ap- 
proved it ? 

Mr. Morse. This was part of the litigation one the Onassis 
company. They bought ships under the Ship Sales Act of 1946. 
This was a part of the outgrowth of that litigation. 


FOREIGN AFFILIATIONS 


Mr. Yares. In connection with subsidy operations, may a sub- 
sidized carrier conduct foreign operations at the same time which are 
not a part of the subsidy ¢ 

Mr. Morse. No, sir. 

Mr. Yarrs. Do they do so under separate corporations? 

Mr. Morse. T hey do not. We are authorized under section 804 to 
grant a waiver in a situation of that sort, but we do not grant waivers 
or have not granted waivers. We have situations where an American- 
flag company will have a Japanese corporation, which they have set 
up themselves and a hundred percent American owned, to act as agent 
for them for their local J: apanese activities, for example, but it is 
not a cae. operation. It isa part of their own organization. 

Mr. Yares. They do not run competing operations under separate 
flags at the same time? 

Mr. Morse. No, sir. 


OPERATION OF HYDROFOILS 


Mr. Yates. I would like to go back to this “Research program.” I 
would like to ask you something about the hydrofoil. 

Somebody told me that a hydrofoil service was in operation in one 
of the Italian ports; is that true ? 

Mr. Morse. Yes; between Naples and Messina. They carry 75 
passengers, as I recall, at about 40- or 50-knot speed. What we were 
talking about initially is a ship that will be about 100 tons and will do 
between 80 and 100 knots speed. 

Mr. Yates. Has anybody investigated the hydrofoil operation to 
which you have referred in Italy ? 

Mr. Morse. Yes, sir. We are quite familiar with it. The Navy has 
done some hydrofoil work, also. 

Mr. Yates. Where can I get some information on this? 

Off the record. 

(Discussion off the record.) 

Mr. Morse. There is one company, the Wilson Line, that is operat- 
ing out of Baltimore. 

Mr. Yates. This is mass transportation, is it not? 

Mr. Morse. Yes, sir. 

Mr. Yates. How expensive is it to construct a ship like the 75- 
passenger ship in Italy? 

Mr. Forp. It is an ordinary hull with a regular propulsion plant, 
and the additional cost, of course, is in the hydrofoils, which are not 
terrifically expensive. 

Mr. Yates. Are these as safe as the ordinary ship ¢ 
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Mr. Forp. It can operate as an ordinary ship at slower speed and 
you retract the foils, but when it planes you have the foils down and 
it operates at much higher speeds. 

Mr. Yates. How much additional cost for the hydrofoil ? 

Mr. Forp. Right now they are very expensive because it is a new 
item, but we hope in due course that they will be fairly inexpensive. 

Mr. Yates. Can they operate in choppy waters ¢ 

Mr. Forp. Yes. 

Mr. Morse. May I suggest, Mr. Yates, that we supply this informa- 
tion to you? 

Mr. Yates. I am very much interested in it and I hope you will. 

Mr. Morse. We have the information in our office but 1 just do not 
have it now. We can supply the names of the people with whom 
we are dealing and will also give you information on that Italian 
operation. 

Mr. Yates. Thank you. 

(The information referred to follows :) 


A STATEMENT ON THE CHARACTERISTICS AND PROPERTIES OF HybDROFOTL CRAFT 


GENERAL STATEMENT 


1. Hydrofoils have been developed commercially in five European countries; 
namely, Switzerland, Italy, Germany, Holland, and Russia. All of the develop- 
ment work in Europe except the Russian stems from the Supramar patent 
holders in Lucerne, Switzerland. In Germany, hydrofoil craft operating at 
about 35 miles an hour are used on the rivers as police craft, since they operate 
faster than other craft without throwing disrupting wash. In Holland hydro- 
foils are being developed and some are now available. In Holland, it is expected 
that they will be able to operate in the narrow, shallow canals at high speeds 
whereas displacement or planing craft could not so operate due to the fact that 
nonhydrofoil craft would displace the water from the narrow canal, damaging 
other floating craft, or would cause the banks to erode due to wash. It is 
interesting to note that the Russians operate buslike hydrofoil craft in their 
narrow, shallow canal systems. Models of these craft were on display at the 
Brussels World Fair. No hydrofoil craft have been developed so far for com- 
mercial operation in the United States. 

2. During World War II the Germans operated hydrofoil PT boats. The 
U.S. Navy has developed the feasibility of operating small craft such as landing 
craft at comparatively slow speeds, 40 to 50 miles an hour. These experimental 
craft have been developed by Grumman Aircraft (Dynamic Developments), 
Miami Shipbuilding Corp., Baker Manufacturing Co. Experimental craft have 
flown as fast as 70 miles an hour using air propellers. In other instances, 
landing craft and experimental control vessels have demonstrated the prac- 
ticability and feasibility of operating at high speeds in high-sea states without the 
usual motion which affects displacement or planing craft. 

3. From an analysis of the investigations carried on by the Maritime Ad- 
ministration, from data available from operators of existing hydrofoil craft, 
and from a search of research data, the following may be listed as peculiar 
virtues of hydrofoil craft : 

(1) No watercraft except some sort of a speedboat has ever traveled 
faster than 50 miles an hour except a hydrofoil craft. It is feasible today 
to operate hydrofoil craft commercially at 50 miles an hour, and there are at 
least 16 commercial craft with a 50-mile-per-hour capability now in opera- 
tion at various parts of the world. All of these craft have been built by the 
Italian shipyard at Messina, Italy. The 75-passenger craft cost approxi- 
mately $225,000 in Italy. The American cost of the same craft is estimated 
at $350,000. 

(2) The fastest practicable limit in smooth water of a commercial dis- 
placement craft is probably 35 miles an hour and a 40-mile-an-hour speed 
has only occasionally been reached in smooth waters by naval destroyers. 
The hydrofoil craft which Maritime Administration is investigating would 
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operate at 90 miles per hour on a commercial basis carrying passengers, 
and this would be the fastest moving surface vehicle. This includes railway 
vehicles and highway vehicles. The only thing faster would be some sort 
of an air vehicle. 

(3) The operational characteristics of a hydrofoil are such that it hag 
a built-in fail-safe characteristic. Even when operating at 50 miles an 
hour and the power is suddenly cut off, the craft will stop in three or four 
boat lengths with no more discomfort to the passengers than occurs when 
an automobile is decelerated at the same speed. The hydrofoil will even 
stop faster than an automobile, and the size of it does not reduce this de 
sirable characteristic. 

(4) A hydrofoil craft can operate in high-sea states, say waves of 20 foot 
height, without discomfort to the passengers in that the foils are totally sub- 
merged and the wave action has only a slight retarding effect as the waves 
move against the struts which connect between the elevated hull and the foils 
which are supporting it beneath the water. 

(5) The power requirements for hydrofoil craft are less than that for any 
form of fast-moving watercraft. The drag characteristics are such that the 
power requirements increase as a square factor, whereas these requirements 
increase as a cube factor in displacement ships. 

(6) The hydrofoil craft has the current technical feasibility to operate 
faster than any other form of surface transportation, either land or water, 
and to carry passengers on water with greater comfort than any other type 
of watercraft. Within the limits of its capability, hydrofoils are not affected 
by wave action. The present Messina craft operate across the Straits of 
Messina where there is a tide rip. They are operated in this locality because 
of the comfort which is available in moving through this choppy water. 
Heretofore, this was a very uncomfortable passage. The duration of the 
passage has now been cut from 1 hour to 10 minutes. 


MARITIME ADMINISTRATION HIGH-SPEED HYDROFOIL SEACRAFT DEVELOPMENT PROGRAM 


1. The Maritime Administration in 1957 decided that there was sufficient funda- 
mental research data available to determine whether or not the development of 
such high-speed seagoing hydrofoil craft should be pursued as a long-range re- 
search and development objective. The determination was made that the Mari- 
time Administration should begin such a long-range project so that by 1968 or 
1970 there would be an appropriate vehicle to exploit nuclear propulsion. It 
was assumed that suitable lightweight powerplants would be available at that 
time. These two areas of research were deemed to be complementary: namely, 
nuclear power and hydrofoil vehicle. The hydrofoil vehicle could provide that 
extra something; namely, speed. The speed could exceed that which could be 
achieved with a displacement ship. The high cost of nuclear development could 
be written off against the willingness of people to pay a surcharge for fast travel. 
The hydrofoil, although not capable of carrying large quantities of dense cargo, 
could carry proportionately larger numbers of passengers at more than twice the 
speed of the present fast ocean ships at comparatively less cost per passenger. 

2. The advantage of placing nuclear power eventually in hydrofoils would 
be that the hydrofoil could arrive at destination with the same payload that it 
departed from its port of origin. 

3. The feasibility phase of the Maritime program was completed in October 
1958 and indicated that the Administration should develop a seagoing test craft 
of about 80 tons which would cruise at 80 knots (90 miles an hour). This is 
not only three times as fast as the cruising speed of the fastest oceangoing ships 
but is also a speed which is faster than that of any land-surface transportation 
including railroad and highway. 

4. At present the Maritime Administration is engaged in phase II of a four- 
phase program leading to large 500- to 3,000-ton seagoing craft. 

5. If research and development in this area are funded according to plans, 4 
90-mile-an-hour seacraft should be completed by January 1961. 

6. The total develonment work which is expected to achieve this large advance 
in ocean transportation should cost no more than $5 million total and of this 
amount the Department of the Navy is expected to contribute approximately $1 
million in testing and in the furnishing of foil and propeller equipment. The 
Navy has also indicated that it would make available gas turbine engines of 
two types which would have value ranging from $600,000 to $1 million. 
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7. So far as Maritime Administration is concerned this is a long-range program 
which translates proven fundamental research into actual hardware for test 
purpose. ‘The test craft will permit all those things to be evaluated which would 
have to be investigated before a designer could commercially design a large 
fast seagoing -hydrofoil craft. It is believed that the philosophy of approach 
is the cheapest which can prove the necessary engineering to permit the rational 


design of a large operational craft. It is believed that it is necessary to move 
ahead in this development work at a steady fast rate in order to place the United 


States in a preeminent position in water transportation in the period 1965 to 1970. 
8. The byproducts of this developmental and engineering application work 


should lead to many types of small hydrofoil vehicles which it is envisioned will 
be built for inland waterways, Great Lakes and intracoastal operation. The 


smaller craft which could operate in the speed range of 30 to 60 miles an hour 
should be built within the next 2 years. Their feasibility could depend either 
on the byproducts of current Maritime-Navy hydrofoil research or could be based 
on Chinese copies of this one form of European research already mentioned and 
stemming principally from a source in Switzerland. 


SUMMARY 


1. Hydrofoils offer the best prospect for the high speed comfortable transporta- 


tion of persons and things by water. 
2. Hydrofoils require less power to operate at high speeds than any other type 


of watercraft. 

38. Hydrofoils are less susceptible to sea state and therefore can transport 
persons and things more comfortably in the first instance and with less damage 
to cargo in the second instance while still maintaining high speed in rough seas. 
(At the present time sea state automatically builds in an inefficiency factor in 
the present ocean shipping. All displacement ships are forced to slow down in 
in very rough weather and very often they must “heave to” in which case they 
are headed opposite to the direction of their intended on-movement. ) 

Mr. Forp. You can get a kit to put on a small motorboat for $250. 

Mr. Yates. I am not interested in that, but in the possibility of 
transporting passengers along Lake Michigan when our roads in 
Chicago get crowded. 

I thought about this some time ago but I was dissuaded from inves- 

tigating ‘further by another person who said he did not think there 
was anything in it. That is why I was interested in your justifications 
and the fact that you were investigating the possibility. 

Mr. Morse. For your information, as I recall, in the last session of 
Congress, there was a bill introduced to permit the purchase of two 
of these Italian hydrofoils for operation in the Caribbean area, domes- 
tically. I do not think the bill passed last year but a similar bill has 
been introduced this session and also another bill to permit the pur- 
chase of two of them for operation between the Hawaiian Islands. 

Mr. Bow. Is there not one operating now between San Juan and 
the Virgin Islands ? 

Mr. Morse. I believe there is. 

Mr. Yarrs. Carrying 35 passengers 

Mr. Morse. Yes, the operator carries 75 passengers in one of the 
Italian hydrofoil boats. 

Mr. Bow. I understand that in rough weather you have quite some 
dificulty in operating them. 

Mr. Yares. They said they retract the hydrofoil in rough weather 
and they are able to operate. 

[ asked about the cost of one of these and I do not think I got an 
answer. 

Mr. Morse. We will have to supply that information. 

Mr. Bow. That is all. 
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“50-50” LEGISLATION 

Mr. Suetiey. I have one question before I pass the witness to the 
other side. 

It is not quite related, but it is indirectly tied in with the whole | 
subsidy situation. We have passed here in the Congress what we 
generally refer to as the 50-50 bill and we have had several real heated 
fights tying this in on some of the agriculture bills and some of the | 
foreign aid bills and the other legislation that has gone through. [| 
was talked to by representatives of the American lines in Japan, Hong | 
Kong, and through the Philippines and all over the Far East, and | 
they made some pretty serious complaints about people in other Gov- 
ernment departments—not Federal Maritime—who are making the | 
determinations on these things and evading the intent of the 50-50 law 
and finding every sort of a device to get around it so that cargo was | 
being carried by foreign vessels. ; 

The attitude of some of them—the gentlemen in ICA and other 
departments—was, “Well, here we are to help these other countries,” 
This has led me to the thought that we should rewrite this legislation 
and I am having some work done on it now. 

I am having some work done on it now putting the entire author- 
ity to make the determination of when the carrying out of the 50-50 
intent under all of these acts will come under the Federal Maritime 
Board or the Federal Maritime Administration. If such legislation f 
were passed, would you be in a position to carry it out with more 
knowledge based on your experience in this field than the way it is 
presently being carried out ? 

Mr. Morse. I do not know whether we would have any more know- 
ledge but I think we would be more sympathetic to the American 
flag operator than perhaps some of the other agencies would be. 

Mr. Suetiey. Thank you. 
Mr. Bow? 


ADDITIONAL SUBSIDIZED VOYAGES 


Mr. Bow. Mr. Morse, the justifications show that the request for 
additional subsidized voyages of existing lines is increasing. A num- 
ber of them are asking for additional voyages. 

Does that mean that business has been pretty good in the last year 
and that there is cargo to be picked up on these additional voyages! 

Mr. Morse. Business has not been good this last year in the ship- 
ping business but they are endeavoring to expand their services. 

Mr. Bow. What does this mean? Does it mean that there will be 
greater subsidy because of the lack of cargo by reason of the addi- 
tional voyages? 

Mr. Morse. It is difficult to answer that specific question. Obvi- 
ously, if they had more voyages that would mean they probably would 
run more ships. Presumably they would run more ships, not always, 
but if they ran more ships it would involve greater subsidy. 

In many instances, though, the operators are asking for additional 
voyages because they are putting on faster ships than the old vessels 
so that they are able to make quicker turnaround; they are stream- 
lining their operation by either reducing the time in small ports or 
bypassing a small port on alternate voyages. 
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With the existing number of ships they are able to make more 
voyages while not costing any additional subsidy dollars. 

Mr. Bow. But a ship with a full cargo does not take as much sub- 
sidy, does it, as one that is light in cargo? 

Mr. Morse. The subsidy accrual would be the same. The amount 
of recapture might be materially reduced. 

Mr. Bow. Recapture goes to the question of what subsidy we are 
paying ¢ 

Mr. Morse. Yes. 

Mr. Bow. By a full cargo, your recapture is higher? 

Mr. Morse. Obviously. 

Mr. Bow. Therefore, if we eliminate the full cargo, our recapture 
will not be as great and the subsidies will go up; right / 

Mr. Morsi:. If that would be the result, yes, ‘but obv iously these 
people are in the business of making money ‘and not in the business of 
trying to collect more subsidy dollars. The payment of subsidy dol- 
lars does not assure them of a nickel of profit. 

Mr. Bow. Let me ask you this question, Mr. Morse, 

Do you thing they would be increasing the number of trips if there 
were no subsidies ? 

Mr. Morse. If you take a single ship and you make 10 voyages in u 
year, the subsidy accrued is exactly the same as if you made 11 or 12 
voyages with the single ship in the same year. The subsidy is paid, 
not on the number of voyages, but on the year’s operation of the 
vessel. 

Mr. Yares. Is that an answer to your question ? 

Mr. Bow. It does not answer the question I asked directly, whether 
or not if they were not subsidized and whether or not they would be 
increasing the voyages. 

Do you think they will increase voyages ? 

Mr. Morse. If they were a nonsubsidized operator, they would 
operate the maximum number of voyages that they could caprete most 
efficiently. 

Mr. Bow. And make money? 

Mr. Morse. And make money. 

Mr. Bow. The important thing is making money and that is im- 
portant to us from the standpoint “of rec apture / 

Mr. Morse. Certainly. 

Mr. Bow. And trying to keep subsidies down ? 

Mr. Morse. It is equally important to the operator because the 
number of dollars the Government recaptures is matched by the num- 
ber of dollars that the operator retains. He is not going to operate 
voyages for the purpose of reducing the Government’s recapture be- 
cause it also has a like adverse effect upon his operations. 

Mr. Suetiey. Will be gentleman yield ? 

Mr. Bow. Yes. 

Mr. Suetiey. You stated earlier, Mr. Morse, that this past year 
was not. the best year and was not the best year in the shipping busi- 
ness and shipping was not as good as it had been prior to that? 

Mr. Morse. That is right. The volume has held up fairly well but 
the rates are down. 
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PERMISSION TO TAKE SHIPS OUT OF SERVICE 


Mr. Suetiey. Have any of the subsidized lines during this period, 
or periods, in the immediate past, in which business has not been as 
good as heretofore, taken ships out of service or laid them up 
temporarily ¢ 

Mr. Morse. They have done so with our permission. They must ob- 
tain our permission to do so and we have granted permission to do 
so where the cargo does not justify making the required number of 
sailings, or the number of sailings that the vessel could make operat- 
ing at a normal method of operation. 


. ° ° . | 
The American Export Lines, for example, we have permitted to 


lay up several of their vessels that would normally be operating the 
year ‘round to the Mediterranean and because the volume of cargo 
did not justify the continued use of the full number of their ships. 

Mr. Yates. Would the gentleman yield? 

Mr. Bow. Yes. 

Mr. Yates. I was under the impression that the passenger sailings 
were the greatest in number in history. Are not these a part of the 
subsidy operations, too ? 

Mr. Morse. Yes. But the ships I was referring to are primarily 
cargo ships. 

Mr. Yates. The rates are down ? 

Mr. Morse. Cargo rates are down, yes. 

Mr. Yates. Why is that ? 

Mr. Morse. Freight rates are down. It is a result of a surplus of 
ships with reference to the available cargo. 

Mr. Suetiey. Plus possible breakdown of some of the conferences 
in the last year or so? That is the international conference agree- 
ments by which they establish rates and they have sort of been in a 
little rut the last year? 

Mr. Bow. Do I understand from your one answer, Mr. Morse, that 
cargo has not been particularly down but rates are down ? 

Mr. Morse. Rates are definitely down. 

Mr. Bow. How are those rates fixed ? 

Mr. Morse. They are fixed in the liner trades almost entirely by 
steamship conferences, but they are directly affected by the tramp 
rates. Tramps are in an open market. It is supply and demand solely 
which establishes the tramp rates. 

Mr. Bow. This is a conference of American operators that sets the 
rates you are speaking of ? 

Mr. Morsg. It is a combination of American- and foreign-flag op- 
erators. 

Mr. Bow. When this conference of American- and foreign-flag op- 
erators reduces rates, there is the possibility that subsidies go up; 
right ? 

Mr. Morse. The distinct possibility that the recapture to the Gov- 
ernment will go down. 

Mr. Bow. That is what I should have said. To me, it is all one and 
the same thing, money out of pocket, whichever way you say it. 

You mentioned American Export Lines laying up some ships with 


your permission, but here we have a request for an increase of 12 mini- 
mum and 24 maximum sailings. 
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Is that in these same trade routes you have permitted them to lay 
up ships? 

Mr. Morse. No, this would be in the service to India; the ships 
that have been laid up have been the ships that 

Mr. Bow. The Caribbean ? 

Mr. Morse. That go to the Mediterranean. 





FOREIGN AID FOR SHIPBUILDING 


Mr. Bow. There has been considerable discussion here about these 
foreign-flag ships and this 804. Listening to that discussion, I could 
not help but feel that perhaps this is something new. 

I just wondered how much in the way of American dollars has gone 
into the building of foreign yards abroad through foreign aid loans. 

I see that we have been “making loans for shipbuilding, so actually, 
on the one hand, we are trying to be very strict about the use of for- 
eign flags, and on the other hand, by foreign aid and through this 
loan fund, we are loaning money to build the ships and finding ways 
to finance these companies. 

I think maybe we had better take a look at both sides of the coin 
and make a check on foreign aid to see how much we are spending 
to build ships. I know that you do not know anything about that, 
and I would not ask you to comment on that, but I want to comment. 

Mr. Surtiey. Would the gentleman y ield?” 

Mr. Bow. Yes. 

Mr. Suetiey. I think he knows quite a bit about it, but he is not 
authorized to do anything about it. 

Mr. Yates. What is the picture on it? I would like to know about 
it certainly. 

Was that a question you were asking ? 

Mr. Bow. No, I was making a statement for the benefit of the record. 

Maybe you would like to ask the gentleman. 

Mr. Yates. Would you yield so ‘that I can ask the question ? 

Mr. Bow. I would be glad to. 

Mr. Yares. I would like to find out in what respects the foreign 
aid program is competing with your shipbuilding program. 

Mr. Morse. I do not know what assistance has been given to foreign 
areas on rebuilding shipyards. Occasionally we get “requests or are 
asked for our views on assists in financing the cost of building ships 
in foreign countries for foreign-flag operations. We have a standing 
rule we resist any such requests excepting only in situations where 
they are building small-sized ships and, as I recall, 2,000 deadweight 
tons or smaller which are usable only in coastal trade. 

Mr. Yates. Then do I understand your answer to be that there is 
no real competition between the mutual assistance program and your 
program? ‘That is, in view of the fact your answer seems to be directed 
against the construction of ships only in the small coast-wise trading 
area ? 

Mr. Morsr. Those ships would not be in competition with Ameri- 
can-flag steamships. I do not know the answer to the question, 
whether aid money has been used for the purpose of rebuilding ship- 
yards. 
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Mr. Bow. But you do know, and you have stated, that requests 


come to you at times for suggestions on the building of ships for 
foreign-flag companies? 


Mr. Morse. Yes. 

Mr. Bow. You say that you resist it, but you do not say how suc- 
cessful your resistance has been. 

Mr. Morse. To the best. of my recollection, our resistance has been 


successful. The only time on w ‘hich we were unsuccessful was on this 
building of this shipyard on Taiwan. 


Mr. Yates. They built one anyway ? 

Mr. Morse. I think it was the Export-Import Bank that did assist 
in the financing of that building. 

Mr. Yares. That was not the foreign aid program then ? 

Mr. Morse. No. 

Mr. Bow. I think you will find there was a new voluntary loan in 
the mutual security program. 

Mr. Yates. He did not say that. 

Mr. Bow. I did. 


EFFECT OF REDUCTION IN SUPPLEMENTAL BILL 


What would your situation be if you do not get the restoration of 
the funds in the supplemental bill ? 

Mr. Morse. We will be all right but the operators will be short 
changed until we get additional funds. 

Mr. Bow. Of course, I recognize that but in this instance you are 
representing the operators and I think they are entitled to it. 

How badly are they going to be hurt ? 


Mr. Morsr. We have $5 107,000 unexpended balance on hand as of 
April 30, 


Mr. Bow. That is what you have now ? 

Mr. Morse. Yes, sir. 

Mr. Bow. What is your schedule on that ? 

Mr. Morse. We have vouchers approved on hand in the amount of 


$14,230,000. If we had the money we would be in a position to pay 
today. 


Mr. Bow. The full amount ? 
Mr. Morse. The full amount. 
Mr. Bow. You will expend the full amount, if you get the full 


amount in this supplemental fund, during the present fiscal year! 
Mr. Morse. Yes, sir. 


Mr. Bow. That is all, Mr. Chairman. 
Mr. Preston. Mr. Horan / 


DISTRIBUTION OF MERCHANT SHIPS BY NATION 


Mr. Horan. Incidentally, I think this has been a very interesting 
hearing and I think you have done very well in your answers, Mr. 
Morse. I wonder if we could get a clear picture of just where we are 
asa Nation maritimewise. 

Do you have any figures available as to the number of ships under 

rarious flags in the world? W e established yesterday we were eighth 
in shipbuilding. I sage it is pertinent and it would be very interest- 
ing to know where we are maritimewise, as far as voyages, ships, under 
our flag, and that sort ‘of thing, are concerned. 
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Mr. Morse. Before I answer that question, let me talk about an 
aspect of it. 

Ve are the biggest importing and exporting nation in the world 
and we carry, of the liner-type cargo, in the neighborhood of 38 per- 
cent of our imports and exports in American-flag vessels. In tramps 
- carry—I am talking about dry cargo now—in bulk cargo only about 

2 pere ent. In the overall on our ‘imports and exports dry cargo, 
oe ican vessels carry only 19 percent. As to the size of our fleets, 
and relationship to other fleets of the world 

Mr. Horan. Mr. Chairman, I would like to have Mr. Morse give 
as complete an answer on this as possible, if it is all right with you. 
You can just comment briefly now on that. 

Mr. Morsr. I will have to supply the accurate information for the 
record. 

(The material referred to follows :) 





The following tables show the ranking of the American merchant marine, 
as of December 31, 1958, in comparison with these of foreign countries, both as 
to vessels in service and vessels under construction and/or on order. 


Merchant fleets of the world oceangoing steam and motor ships of 1,000 gross tons and 
over as of Dec. 31, 1958 








Rank (tonnage) Number of Gross Rank (tonnage) Number of Gross 
ships | tonnage ships tonnage 
| 

ies tintin Sak Dee ase — ——||— dita ss |——— —— 
1. United Kingdom | 2, 522 | 18, 655 | 7. Panama 546 4, 340 
2. Liberia 1, 020 11, 253 || 8. France. 624 4,212 
3. Norway : 1, 288 | 9, 503 9. Netherlands sosnl 580 4, 140 
4. United States! 1, 007 9, 213 || 10. West Germany. -- | 866 3, 866 
5. Japan. 870 | 5, 282 1l. Sweden_ al 584 | 3, 276 
6. Italy_.._- 718 4,775 || 12. U.S.S.R.2. 774 | 2, 789 





Privately owned; excludes Government-owned ships totaling 2,054 of 15,035,000 gross tons. 
? Includes 83 ships of 513,000 gross tons—transferred to U.S.S.R. ‘under Jend-lease and not returned. 





Number of steam and motor merchant ships of all types under constuction and/or 
on order as of Dec. 31, 1958, arranged by rank based on tonnage 


[Oceangoing vessels of 1,000 gross tons and over] 





| Total Total 








Rank (tonnage) a ee 
Number Tonnage 
of ships |(thousands) 


Rank (tonnage) 





Number | Tonnage || 
of ships | (thousands) || 

| 

Dat ae er } 








1, United Kingdom_____-| 356 6,924 || 8. United States... 67 | 2, 238 
2. West Germany... 358 6,766 || 9. Italy... 97 | 2, 212 
3. Japan___- | 199 6, 389 || 10. Denmark. 62 | 1, 279 
4, Sweden 206 4/982 |] 11. Spain. 95 | 1, 136 
5. Netherlands. -_.--. 143 | 2,922 || All other- _- 258 | 2, 937 
©. BPANOR Fon ona 92 | 2, 435 || ——---— —-— ~ 

7. Norway....- 109 2, 239 Total_. a 2, 042 | 42, 359 


Mr. Morse. We have the largest merchant fleet in the world when 
you include the laid-up fleet, but when those are excluded, we have 
only a 1,000 or 1,050 active American- flag ships. 

In reference to size, we have, as I mentioned, about 1,000 to 1,050 
active ships. The United Kingdom has 2,517. This was as of De- 
cember 31, 1957. 

Denmark has 330; France, 459; West German, 818; Italy, 696; Ja- 
pan. 743; Liber “lay 894; Netherlands, 587; Norway, 1,212; Sweden, 584: 
Soviet Russia, 737. 
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I was just running down them alphabetically, so I do not know 
how we are in relation to the others. 

Mr. Horan. I think it would be good for our consideration to have 
a complete list. 

It would appear then that we rank well up, as far as the ships 
in service are concerned ? 

Mr. Morse. Yes, sir. We are second, third, or fourth—in that 
area. I would have to take a look at it more carefully than merely 
reading through it as I did. 

Mr. Horan. Yesterday, in answer to a question regarding conditions 
of health aboard ship you mentioned that we only had about half of 
those being criticized in an article in the New York Times. 

Mr. Morse. I am not suggesting that ours were subject to censure, 

Mr. Horan. I am not either. ‘The ones I have seen are very clean. 


COST OF THE SS HIMALAYA 


I have just one more observation and I would like to have your 
comment on it. 

I mentioned the fact yesterday that the SS Himalaya, a British 
ship, put in the port of Vancouver, British Columbia, last July or 
August and at the same time there was a full page ad running in the 
Washington Post expounding the Orient and Pacific Steamship Co. 
which is British, I understand. The article I read said that the 
Himalaya was about to complete a round-the-world tour and I believe 
every berth was filled at 1,180. They were quite happy about it 
and I had occasion to discuss this with one of the officers of one of 
our subsidized lines. I asked him to give me the comparison of the 
Himalaya cost and so forth, with American operations. He supplied 
the following figures to me: 

The cost of the Himalaya built in 1949 was £3,500,000. I do not 
know what the exchange rate is now but that is less than $15 million, 
I believe. The tonnage is 31,000 tons. 

I believe I already mentioned she had 760 first-class passenger 
berths and 410 tourist berths. She had a total crew of 640 and operat- 
ing wage cost per month was approximately $175,000 to $180,000. 
The figures I have here are subject to some criticism, I think, but they 
show rather graphically what we are up against in trying to keep the 
American flag on the seas. 

She had an estimated delivered cost, if built in the United States, 
of $60 million. The operating cost per month of the American crew 
would be $415,000 to $420,000. In other words, I do not. know what 
the cost of building the Himalaya in American shipyards in 1949 
would have been, but I suppose a little less than $60 million, although 
the operational costs are pretty high if these figures are correct. The 
top figure under the British crew is $180,000 and the top figure under 
the American crew would be $420,000. 

Have you any comment to make on those figures? 

Mr. Morse. The estimates on the crew costs are consistent with the 
information available to us. There is a spread of anywhere from 
three to four times greater cost under an American-flag operation 
than under English-flag operation insofar as crew costs are concerned. 
As far as the cost of the ship itself though, our information would 
indicate that British costs today are in the neighborhood of between 
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50 and 60 percent of what it would cost to build a comparable vessel 
under an American flag. 

There is not anywhere near the spread of $15 million and $60 mil- 
lion ship construction differential in the United States today. 

Mr. ceuonh Would you yield? 

Mr. Horan. Yes. 

Mr. CreperserG. This always interests me. When we go to build 
foreign ships in these yards, the costs compared with U.S. costs 
are much less, but when we go over to build Embassy buildings 
or some other US. installation, the cost—if I am any judge of what 
cost is—is always twice as much as it would cost to build it in the 
United States. I have never been able to figure out that difference. 

I wonder if the Chairman of the Maritime Board could throw any 
light on that subject? The same is true of military installations. 

Mr. Horan. I have just this observation: It looks to me like, just 
on the face of it, with the compilation you have here in the justifica- 
tions, the Maritime Commission is doing a pretty good job consider- 
ing what we are up against in the recapture figure I have here. 

On the fact that we are keeping our flag on the seas, and ranking 
third or fourth in total sailings, I just have an observation to make 
on the face of that. It looks this way: You are up against a tremen- 
dous handicap when it comes to the cost of building ships, one; sec- 
ondly, when it comes to operating them with American citizens, 
against whom I have no grude whatsoever, but the facts are there. 

That is all, Mr. Chairman. 

Mr. Preston. Mr. Cederberg? 


GREAT LAKES OPERATIONS 


Mr. Creperserc. I note on page 575 of your justifications entitled 
“Operating differentia] subsidies,” “Maximum contractual require- 
ments”, and “Estimated voyages for calendar years 1958, 1959, and 
first half 1960”, that we have for the first time six operators who will 
be operating in the Great Lakes area; is that correct ¢ 

Mr. Morse. There are two at the present time; American Export 
and Grace have already received operating subsidy contracts. 

Mr. Ceperserc. You anticipate that there will be six according to 
your justifications ? 

Mr. Morsr. There are applic ations pending from an additional four 
operators. We anticipate that some or all of those will be approved. 

Mr. Ceperperc. I note further that your estimated voyages for cal- 
endar year 1959 for the Great Lakes area is 75: is that correct ¢ 

Mr. Morse. That is correct. 

Mr. Crpersere. I notice that you estimate for the first half of 1960 
there will be 38. What is the reason for the reduction from 75 for 
the year 1959—and I assume these operations are starting just about 
April 1, if I recall these justifications correctly—from April 1 in cal- 
endar year 1959 to the end of the year you have an estimated 75 
voyages, yet, for the first half of 1960 you have an estimate of 33% Is 
there any significance in those figures ? - 

Mr. Morsp. There are several answers here. 

One is that 75 is the minimum set aside by the appropriations lan- 
guage available to the Great Lakes operators. Secondly, remember 
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the seaway opened perhaps 2 weeks ago so you would have for fiscal 
1959 only half of April, May, and June. 

Mr. Crperserc. We are talking about calendar years here accord- 
ing to these justifications. 

Mr. Fisuer. I think that the answer to your question, Mr. Ceder- 
berg, is that for calendar year 1959 we have virtually a complete 
season. As you well know, the seaway is open only a part of the 
year. The figures for 1960 are through fiscal year 1960, which is 
only one-half of the calendar year and actually involves only 3 
months of operation of the seaway because it will not open until 
about April 1, and then it carries only through June 30, 1960. 

Mr. CreperrErc. The reason I bring this question up is that every- 
one reading these justifications might be confused. 

The same situation will occur during this fiscal year, or this 
calendar year? 

It will occur next calendar year and April 1 you started calendar 
year 1959; and it will continue to the end of the shipping season, your 
estimated 75 voyages; is that correct? 

Mr. Fisner. Correct. 

Mr. CeperserG. And next calendar year—we will say that the navi- 
gation season opens April 1, 1960—correct ? 

Mr. Morsr. May I interrupt by indicating, Mr. Cederberg, it says 
one-half of 1960. 

Mr. Creperserc. Yes, but in other words, you are making up in the 
last half of 1960, or possibly making up in the last half of 1960, the 
difference between the 33 voyages and the 75. Can we assume that 
to be correct ? 

Mr. Morse. That is right because the greater portion of the season 
is in the second half of the calendar year. 

Mr. Crperserc. That is what I wanted to get in the record in case 
anyone questioned it. 


That is all I have. 


UNALLOCATED VOYAGE LIMITATION 


Mr. Preston. I have one other question, Mr. Morse, about the num- 
ber of voyages. 

You said you had 213 unallocated for the remainder of this fiscal 
year. In your judgment will those voyages be used during this fiscal 
year? 

’ Mr. Morse. In my judgment we will be in a position to sign con- 
tracts for those 213 this fiscal year. 

Mr. Preston. When the committee begins the proposition of de- 
termining how many voyages we should allow for fiscal year 1960, 
there is no reason why we should consider the fact you have not con- 
tracted for 213 at this point? 

Mr. Morse. I think that is for your judgment rather than mine, 
sir. 

Mr. Preston. You had better not give us too much leeway. We 
may fix it where you may have wished you had given us a different 
answer. 

I will ask you another question then, since you sidestepped that 
one. 
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Mr. Morse. I think I answered to the best of my ability when I 
said that I thought the Board would be in a position to contract for 
these 213 before the end of this current fiscal year. 

Mr. Preston. If you do use those 213 voyages, will they be for 
companies already under contract, or new companies ? 

Mr. Morse. They would be for new companies. 

Mr. Preston. The committee would be interested in having ng 
basic figure. Now it is 1965 but before you add on top of that 7 
voyages s for the Great Lakes and 251 potential or contingent vores 
now pending i in the form of applications before your Board, but what 
basic figure should, in your judgment, the committee use in lieu of the 
1965 figure, which is the base for 1959 ¢ 

Mr. Morse. I would say that the numbers we could use would 
be 2.291. 

ONASSIS SHIPBUILDING MATTER 


Mr. Preston. Mr, Allen, the committee is in receipt of your letter 
of May 5 with reference to the Onassis question raised when the 
Secretary of Commerce was before the committee. 

Mr. ALLEN. Yes, sir. 

Mr. Presron. After having reviewed this matter, are you satisfied 
that the Government’s interests have been properly protected in this 
transaction ¢ 

Mr. Auten. Yes, and I am satisfied both before and after. 

Mr. Preston. Before and after? 

Mr. ALLEN. Yes. 

Mr. Preston. I did not get the impression that anybody was dis- 
satisfied before, but there seems to be a lack of information available 
when the question was raised. 

Mr. Auten. Mr. Chairman, when I reviewed it I found that it was 
virtually the exact matter that we had protracted hearings on. I 
read most of the basic documents that had more information than I 
thought I had. 

Mr. Preston. I just wanted to be certain that you felt the matter 

was not one that should be explored any further by the committee here 
today. 

Would you like for your letter to go in the record ? 

Mr. ALLEN. Yes, sir. 

(The letter may be found on page 19.) 


SALARIES AND EXPENSES 


Program and financing 














} 1958 actual | 1959 estimate | 1960 estimate 
setantaus ~~ ’ aod = pected — i 
roe am by activities: 
Administrative expenses ; os Steet teteietn carne $7, 332, 342 $7, 632, 500 $7, 770, 000 
2 Maintenance of shipyard fac OST TTT 654, 604 705, 450 | 679, 800 
3. Operation of warehouses -___..----- ste cssiupt anions 824, 096 714, 650 720, 200 
4. Maintenance of reserve training UNUE ok ace cat 66, 360 36, 900 |.-...--- 
5. Reserve fleet expenses __ ace ae .| 6, 872, 283 6, 241, 000 4, 900, 000 
6. 1959 program obligated in 1958- peice aborted se 218, 282 218, 262 }...........- ° 
Total obligations_..__--. . a pitictdaimiel “15, 967, 967 15, 112, 218 14, 070, 000 
Financing: | 
1959 appropriation available in 1958__.....-------.---------| —218, 282 SIO OEE fekiccacceces = 
Unobligated balance no longer available een — EOIN TE dics snchsdcichscsipndepriguaiinipenaydpeeaieianer dian 
New obligational authority. ......................-...-- | 15,775, 464 15, 330, 500 14, 070, 000 
New obligational authority: 
MINING. uit os nds winece ances eicanteneradeRunnans 15, 775, 464 14, 525, 000 14, 070, 000 
Proposed supplemental due to pay increases-_......-..----|---- BSE GR BP Bini cenacmcuteen 
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Object classification 





1958 actual 1959 esti- 1960 esti- 
































mate mate 
MARITIME ACTIVITIES 
Total number of permanent positions... ._-- iddchabsws tanked’ 2, 408 2, 209 1, 876 
Full-time equivalent of all other positions...............--.-- 1 1 1 
Average number of all employees- -.__-- pb dcsdwab wales 2, 211 2, 055 1,823 
Number of employees at end of year........-...-.-.---.------ 2, 27. 1, 861 1, 82% 
Average GS grade and salary_................-.---------- _...| 81 $6,188 | 8&2 $6,936 | 8.3 $6,969 
Average salary of ungraded positions................-.-------- $4, 697 $4, 756 $4, 965 
01 Personal services: i 
I I  ctcupgenwanans $12, 516,712 | $12, 363, 700 $11, 324, 650 
Positions other than permanent...............-.------ 1, 235 5, 000 5, 000 
Other personal services. -.....----- Se a lis 167, 379 131, 700 172, 400 
II GREW iin ee aids cna piwe sirecenen 12, 685, 326 12, 500, 400 11, 502, 050 
02 Travel-_- Te ate 94, 030 109, 800 109, 800 
era RO OE ne eS eicanons 75, 294 54, 600 44, 500 
04 Communication services. .......................-----.---- 151, 800 158, 000 157, 900 
ee Se, eee ean eee 288, 015 362, 000 394, 700 
06 Printing and reproduction.._...........-.....-.---------- 64, 774 54, 400 54, 400 
RIE nt eine 294, 144 405, 750 184, 600 
Services performed by other agencies_........_..-..- 172, 212 67, 950 67, 950 
kn cu oenuncddemedeuens 1, 165, 935 528, 948 731, 100 
09 Equipment--_- Rat oh ha a oN 172, 615 57, 77! 80, 000 
10 Lands and structures_._._.._.._-- GA Bde deka 1, 4001.1... deisshris, Sppoaaien ths se cele 
11 Grants, subsidies, and contributions..............-.-.---- 734, 051 784, 400 728, 000 
13 Refunds, awards, and indemnities..............-...-.---- 17, 493 8, 800 8, 800 
a NR an baci amemaeecaeeas 15, 885 19, 400 6, 200 
Total, maritime activities.....................-........- 15, 933, 054 15, 112, 218 14, 070, 000 
ALLOCATION TO DEPARTMENT OF DEFENSE 

07 Other contractual services... _- Sp cnubighihitind odwaeauewsics OR O00 Bonnin ccccclesagqune cee 
Services performed by other agencies............-..--- S00) Gi: 4. Wf kd. 

Total, Department of Defense. ...............-------- | fb) RRR AEE BSR S AEE ee 

Ca a een wap eres eunian 15, 967, 967 15, 112, 218 14, 070, 000 


Mr. Preston. The next item we will take up is “Salaries and ex- 
penses” found on page 49 of the committee print. 

We will insert pages 583, 584, and 585 in the record. 

(The pages follow :) 
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Summary of requirements 





Ammpomeletinn, 100) TRIN WUD. indatccdnsianncunadneawicneamed es deke Gadmgiainiamsindinaminiiiaiie $14, 525, 000 
Add: 
Proposed supplemental due to pay increase_......--...-.-----.-----------------. $805, 500 
Additional COmmensadle GAY OVEE 1O0D. 6. ncn cc cceccccsiccaccnnccaccectemeccoeces 40, 050 
ORAL: <cusccabacksaremicenmdistashin athanngibiegsieenardieadsiatlaauadnies aakiousabachiabaaanebeackaeaties 845, 550 
Deduct: ; 
Discontinued preservation of Liberty ships. ..............-..-.-...------------.- $800, 000 
OciAl PO SUEs GE TURRETS Tine GE aes near wadinncdneiwsdencenessndeencwue 280, 000 
Discontinuance of maintenance, Alameda training station. ............-...-...-- i 
OMN 4. cccidcucasnshuchence hlkaaenoonbamheeneeuiddbnbaacitbbeiiuaiecanme dames 1, 116, 900 
REG ctkicansudn dlevesucastossusdeuaductenncdanwes abies sdakindaeeekece 1 14, 253, 650 
Net difference, 1960 over 1959: 
Requirements Difference, 
increase (+) 
or de- 
1959 1960 crease (—) 
adjusted estimate 
AG eR CRIB io iio kh ncccanustcncescatens $7, 658, 800 | $7,770,000 | +$111, 200 
Maintenance of shipyard See ance 707, 450 679, 800 —27, 650 
Operation of warehouses..............--..----.-..-- 716, 700 720, 200 +3, 500 
ee, eee 15,170,700 | 4,900, 000 —270, 700 
COGS FOGUMIIER. cccccccccccecntcncdnaesaseesny 114, 253, 650 | 14, 070, 000 —183,650 —183, 650 
Total estimate of appropriation, 1960..............-...-........-..-... sah a icataia egal 14, 070, 000 


\Includes $218,282 of 1959 ap ——— obligated in fiscal year 1958 under the advance procurement 


program authorized by Public 
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Administrative expenses 









































Estimate, 1959 (adjusted) Estimate, 1960 
| 
| Maximum | Average Maximum | Average 
| number of |numberof; Amount | number of jnumberof; Amonnt 
| positions | positions | positions | positions 
01 PERSONAL SERVICES 
Regular salaries: 
Washington: 
Federal Maritime Board | 
and related offices___----} 50 49, 2 $426, 284 | 56 54.0 $456, 334 
Office of Administrator | 
and staff offices a 115 113.0 848, 837 | 118 115.4 868, 302 
Office of the General 
Counsel ee a 58 57.0 425, 739 | 58 57.0 425, 739 
Office of Ship Construc- 
tion__- 2 ina . 53 52.1 451, 864 | 53 52.1 451, 864 
Office of Property and | 
ON ee 113 111.1 623, 810 | 115 112.7 629, 633 
Office of Ship Operations_- 48 7.2 354, 826 | 48 47.2 354, 826 
Office of Government Aid. 75 73. 7 587, 990 | 79 76.9 606, 952 
Office of the Comptroler - _} 104 102. 2 737, 991 | 104 102. 2 737, 991 
Total, Washington____- 616 605. 5 4, 457, 341 | 631 617. 5 4, 531, 641 
Field: 
Office of Administrator | 
and staff offices_ -_-- 40 39.3 283, 303 | 40 39.3 283, 303 
Office of the General 
Counsel. : Bes 5 5.0 29, 407 5 5.0 29, 407 
Office of Property and 
Supply i edo 7 71.8 422, 934 | 7 71.8 422, 934 
Office of Ship Operations__ 7 73. 7 555, 612 75 73. 7 555, 612 
Office of Government Aid 16 15.7 119, 983 16 15.7 119, 983 
Office of the Comptroller_- 117 115.0 773, 620 117 115.0 773, 620 
ORG; WR ets cu caress 326 320.5 | 2, 184, 859 326 320. 5 2, 184, 859 
Total, regular salaries__- 942 926.0 | 6,642, 200 957 938. 0 6, 716, 500 
Part-time and temporary em- 
ployment beast eee ees wna e ee hand an MEE Bs 5 <cipcicnsetianannetee 5, 000 
Regular pay above 52-week base-_.|_.....-.----|---.------ FSR TR ERR BBs f9 CE 52, 300 
Payment above basic rates: Liv- 
ing and quarters allowances...-.|...---..--.--]---------- 15 OOP 12... os et ace 13, 000 
Total, personal services_-- | 942 926.0 | 6,712, 500 957 938. 0 6, 786, 800 
Other objects eee Se EUnet O06, O00 F255 ee Se 983, 200 
cate ee : ta eames 
Total, all objects SAeanedcaettaelachieeeen 7,658, 800 |.....- atoseesceda -| 7,770,000 











DISPOSAL OF WAREHOUSE STOCKS 


Mr. Preston. What action has been taken in response to committee 
recommendation in last year’s report that all items not peculiar 
to the ships being held in the reserve fleet or which would be available 
on short notice be disposed of at the earliest opportunity. 

_ Mr. Morse. There has been disposed of, from our warehouses dur- 
ing the past year, over $1 million in obsolete and uarequired items 
resulting from careful screening of the warehouse stocks. Because 
of changes in the makeup of the reserve fleets and in equipment re- 
quirements for ships, screening of stocks is a continuing task; how- 
ever, the Maritime Administration makes it a policy to retain only 
that equipment which is specifically for the outfitting, maintenance, 
and repair of the ships which it expects to activate in event of an 
emergency, or items which would have long leadtimes in such an 


y 
« 


emergency period. 
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PERSONNEL LEVELS 


Mr, Preston. Under “Administrative expenses” you are requesting 
additional staff. Please prepare a statement as to the need for these 
additional positions, 

(The information requested follows :) 

The estimate provides for an increase of 15 positions. The follow- 
ing gives a listing of the positions requested and the organizational 
units to which they will be assigned together with a brief explanation 
as to their need. 

Hearing Examiners’ Office 


Rare ORES EONS NO iis is igen ii ween len eee 1 
RRR I oo ie on EN os ees ete Se Sere 1 
Total, Henting Bxaminers’ 'OMice... 38 ssn cts giimeneeiles 2 


The workload of this Office has been continually increasing during 
the past several years. Although this increase has not resulted in 
delay of any hearings, it has resulted in backlogging other work 
required by law and essential to the proper functioning of the Board. 
The most serious backlogged work is that involved in publication of 
volumes 3 and 4 of the Federal Maritime Board Reports covering 
decisions made during the years 1947 through 1956. These reports 
have been printed, but cannot be published in final bound form until 
such time as the index digests of the reports are prepared. The work 
of digesting the reports and preparing the index represents well over 
a year’s work. The hearing examiners are the only personnel now 
in the Office qualified for this work ; however, even if present caseload 
permitted, one examiner could not be assigend this responsibility, as 
the Administrative Procedure Act requires that examiners must hear 
cases in rotation so far as practicable. 7 

The digesting of the Board’s decisions is a continuing function and 
should be kept current as cases are decided in order to facilitate the 
research of past cases and decisions, thus saving the time of the staff, 
Board members, and those attorneys engaged in practice before the 
Board. 


Regulation Office 
17 eerelaon eeneeOE ce Act in i iene eck onnee 2 
ar eer RRR: NNN hc Sa cc erence apc snes imo a 2 
SN ARRON Se 4 


This Office renders staff assistance to the Federal Maritime Board 
in its administration of the regulatory provisions of U.S. shipping 
laws. The workload of this Office with respect to carrier agreements 
and terminal matters does not afford the two examiners assigned to 
such work the opportunity to examine the records of the actions and 
practices of carriers and terminal] operators in sufficient detail to as- 
sure that shippers, carriers, and ports are given the protection from 
discrimination to which they are entitled under the Shipping Act, 
1916. 

Information concerning activities and practices of common carriers 
and other subject persons are received in the form of minutes of meet- 
ings between parties to approved section 15 agreements, circulars, 
tariffs, informal protests and advices, and items in trade journals. 
These require thorough examination for the purpose of detecting and 
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correcting unlawful actions or practices by common carriers and other 
persons subject to the act, such as misbilling, misclassification, and 
misdescription of goods by shippers, receivers, and carriers, rebating 
and other malpractices. 

There are approximately 620 carrier agreements on file and there 
are filed annually approximately 150 new agreements, modifications 
and cancellations, and 3,000 minutes, ‘circulars and other documents 
recording actions taken under approved agreements. There are 35 
terminal agreements on file and there are submitted annually approxi- 
mately 20 new terminal agreements, modifications and cancellations, 
and approximately 50 minutes of meetings and 1,600 tariff filings re- 
cording actions taken by terminal operators. It is impossible for two 
employees to give this large mass of material the thorough study re- 
quired to determine whether or not the laws are being violated. 

It is proposed to improve the policing of these agreements by a 
staff increase of four positions, two of which will be examiners and 
the other two examiner trainees. The trainees will be of immediate 
assistance in that they will assume some of the clerical work now being 
handled by examiners, thus giving them more time for examining 
work. At the same time, the trainees would be gaining experience 
which would qualify them for the more advanced work. 


Program Planning Office (Washington) 
Gp-14 eeonomist (transportation) 22552022002 te eo i ae 1 


A major function of the Program Planning Office is the prepara- 
tion of analyses, surveys and studies for the information and guid- 
ance of the Maritime Administrator, the Federal Maritime Board, 
the Secretary of Commerce, the Bureau of the Budget, and Congress, 
in formulating administrative, fiscal and legislative programs and 
policies in the maritime and related fields. 

To a large and increasing extent the reports and studies originating 
with the Maritime Administration or requested by Congress, the Bu- 
reau of the Budget, and other officials and agencies, are of the type 
requiring extensive research and full development of economic factors 
and principles by a professionally trained economist. There is not at 
the present time a fully qualified transportation economist on the staff 
and the workload on other matters is such that provision cannot be 
made for this position within the total funds available. 

The situation today, involving, among other things, the problem of 
Government expenditures at unprecedentedly high levels, gives rise to 
critical questioning, examination and reexamination of certain basic 
precepts on which expenditures have been justified in the past. The 
substantial expenditures required to maintain a strong merchant ma- 
rine make it imperative that the Maritime Administration have tech- 
nically qualified personnel on its staff capable of producing the type 
of analyses needed for the guidance of all concerned. 

The comprehensive study of maritime policy recommended in the 
President’s budget message will be materially aided by the economic 
studies to be performed in this Office. 

For these reasons the assignment of a transportation economist to 
the Program Planning Office is considered a matter of urgent ne- 
cessity. 
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Statistics and Special Studies Office (Washington) 


Seats 7 IN OR os tas bce be cid steaks tien ] 
GS-7 research clerk 


Total, Statistics and Special Studies Office____.._._______--------_ 2 


For the past several years this agency has been concentrating on 
improving our surveillance over the subsidized shipping companies 
to insure that only “fair and reasonable costs” are subsidized. To 
this end, personnel are engaged in reviewing management and operat- 
ing practices, checking voyage repairs and inventories, gathering for- 
eign cost data in foreign countries, auditing company books, ete. 
However, when it comes to determining whether the wages paid 
American seamen are fair and reasonable, factual information on 
which to base this determination is deficient. The reasons are varied 
but the principal one has been the difficulty of gathering data on 
wages and seamen’s earnings. This is a matter that has been of con- 
cern not only to the Federal Maritime Board but also to the congres- 
sional committees concerned with maritime matters. Recognizing 
that the greater portion of subsidy payments represents wages, Con- 
gress appropriated $100,000 in fiscal year 1958 for the purpose of mak- 
ing a survey of seamen’s wages and annual earnings. This study has 
now been completed and for the first time basic data on daily wage 
earnings, premium pay, annual earnings, employment patterns, and 
other essential material are available. 

It will be necessary to develop analyses and studies of this material 
so that it may be used in connection with determination of fair and 
reasonable labor costs. It is also necessary to follow up this study by 
establishment of procedures which will give the agency a practical 
format, sampling techniques, and simplified methods of collecting and 
analyzing daily earnings, employment patterns and trends, and an- 
nual earnings so that usable data on labor costs will be available ona 
continuing basis. 


O fice of Property and Supply, Division of Office Services (Washington) 
GS-3 machine tab operators 


The necessity of preparing special reports in connection with pend- 
ing applications for operating subsidy, tabulations for special studies, 
increase in number of cargo reports received, maintenance of ware- 
house stock inventories, etc., require an increase of two positions in 
the Machine Tabulation Branch of this Office to permit processing of 
the work without delay. The rate of progress in processing statistical 
reports through this Branch has a distinct bearing on accomplishments 
in other offices. For example, any delays in processing cargo data 
and vessel movement reports, delays the development of annual sub- 
sidy rates as these reports are the basis for determining the competi- 
tion factor required in the development of the rates. 


Office of Government Aid, Division of Operating Costs (Washington) 


aac I MN lr eee as Lee eet ee a ek Be 1 
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The increase of four positions is required to augment the staff en- 
gaged in calculation of annual subsidy rates. ‘The increase in volume 
and complexity of work in calculating subsidy rates caused by in- 
troduction of new ships into service, increase in new services, and a 
larger volume of foreign cost data to be analyzed, has again thrown 
this work behind. There now exists a 2-year backlog in calculation of 
wage rates for combination and passenger ships and a 1-year backlog 
on wage rates for cargo ships; subsistence rates are similarly back- 
logged as they are dependent upon establishment of the wage rates. 
Rates for protection and indemnity insurance are backlogged 1 year. 
The effect of not maintaining subsidy rates on a current basis is to 
build up a backlog in operating-differential subsidy payments as final 
accountings and audits in advance of voucher certification cannot be 
made until the rates for each calendar year are established and ap- 
proved by the Board. The absence of approved subsidy rates caused 
the large postwar backlog in subsidy payments which is just now being 
liquidated and placed on a current basis. As shown under the oper- 
ating-differential subsidy a aon request, it is estimated that 
100 percent of estimated subsidy payable due each operator through 
calendar year 1955 will be paid prior to June 30, 1960, thus eliminat- 
ing a large backlog of subsidy payments dating back to 1947. There- 
fore, to maintain the currency of subsidy payments, final subsidy rates 
for calendar years 1956 and 1957 for all subsidizable items, for all 
operators, must be completed prior to fiscal year 1961. This can be 
accomplished with the planned increase in staff. 

Mr. Preston. Please explain statement on page 10 of your pre- 
pared statement: “For the past several years the Maritime Adminis- 
tration has been required to absorb increasing workload with a de- 
creasing staff.” You may prepare a statement in answer to this. 

(The information follows :) 

The following table shows the average employment under this limitation 
from fiscal year 1953 through 1959, together with figures showing activity levels 
in selected areas over this same period ov time. The activity areas selected are 
those that affect more than one office of the agency. For example, the increase in 
subsidized voyages increases not only the work in the Office required to approve 
such voyages, but also the number of audits and marine survey inspections re 
quired to be made. The number of cargo data reports received, in addition to in- 
creasing the work of our statistical and tabulation offices, also increases the work 


in connection with calculation of subsidy rates as the tabulations made from 
these reports supply the competition factors required in such calculations. 




















| 1953 1954 1955 1956 1957 1958 1959 
| estimate 
peasicliiinaechensstessentenenios on — — * «rename peenentneeree exqreerseemeneen lense anegeeneEe cep 
Average employment - - - -- - - - -| 1, 404 1, 144 927 916 1912 ! 907 1905 
} 
SELECTED AREAS OF ACTIVITY | 
INCREASES 
Cases docketed for hearing - -- 20 30 33 48 59 67 78 
Operating subsidy applications 
in process 5 5 3 6 9 4 13 
Number of subsidized voyages 
completed... _ : 1,517 1,448 1,557 | 1,655 1, 736 1, 799 1,841 
Cargo data reports processed 28, 516 37,810 | 44,374 | 50,735 57, 664 2 53, 000 2 60, 000 
Subsidy rates to be calculated _-| 270 | 282 280 | 240 260 | 280 288 
TITLE XI MORTGAGE INSURANCE | 
Applications in process--- : | 9 | 13 22 17 24 
Contracts in force. - seaitel 1 au 1 | 3 | 14 | 30 | 40 


Fs, Excludes the man-year equivalent of terminal leave payments which have been substantial since the 
liberalization of the Civil Service Retirement Act. 
* Estimated, 
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Mr. Preston. What is the total employment at present time? How 
many vacancies are there ? 

Mr. Morse. As of April 30, 1959, employment under this limitation 
was 923. There were 19 vacancies, the filling of which is being delayed 
pending final congressional action on the Second Supplemental Ap. 
propriation Act, 1959. 

Mr. Preston. Under this category, you will be losing 109 positions? 

Mr. Morse. Yes, sir; those are primarily 

Mr. Preston. WAE employees ? 

Mr. Morse. Reserve fleet employees. We are reducing our reserve 
fleet activity. 





EFFECTS OF SHIP DISPOSALS ON WAREHOUSE REQUIREMENTS 


Mr. Preston. Explain further your remarks on page 12 of your 
prepared statement which reads: 

It is not expected that disposal of Liberty ships will have any significant effect 
on warehouse requirements since virtually all of the stock held in our ware 
houses is usable on all types of ships and the level of inventory is well below the 
number for outfitting of ships remaining in the reserve fleets. 

Mr. Morse. The current ship disposal program is designed to sell 
damaged and unstrengthened heen vessels which have the lowest 
priority for mobilization purposes, This disposal of ships would not 
affect our warehouse main stock levels since these levels in no instances 
exceed the requirements to equip the specific priority vessels held in the 
fleet and other operating vessels that would be under Maritime cog- 
nizance in an emergency. In the present retention plans there are in- 
cluded a number of the present 1,300 Liberty type ships, and some 
warehouse stock must be maintained to support the activation of these 
ships. The present warehouse stocks of the agency would not permit 
the outfitting of more than 300 ships, and at least 100 of these would 
only be on a partial basis. Spare parts and machinery components 
to the extent available at all would not support a fleet of more than 


400 to 500 ships. 


REDUCTION IN INVENTORY OF OBSOLESCENT VESSELS 


Mr. Preston. The committee in its report last year reeommended— 


that the Maritime Administration and the Navy cooperate to the fullest extent 
in reducing the inventory of obsolescent vessels as rapidly as possible within 
the limitations imposed by our peacetime and mobilization requirements. 

I note in both your statement and the justifications the reserve fleet 
program has been changed and reduced. Would you discuss this 
further ? 

Mr. Morse. The 1960 estimate for reserve fleet expenses reflects 4 
sizable reduction below the amount made available for the current 
fiscal year. This results from a policy determination to discontinue 
preservation work on approximately 1,000 Liberty-type vessels 
scheduled for scrapping. At the time the estimate was prepared, it 
appeared that there would remain 1,148 vessels in the fleet requiring 
continuing preservation. However, as the Joint Marad-Navy Plan- 
ning Group was conducting a current study of overall ship require- 
ments for mobilization purposes and it appeared that there would be 
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a further reduction in the number of ships to be retained, the estimate 
provided for the accomplishment of 55,000 man-days of preservation 
work out of a total of 148,900 man-days required to maintain 1,148 
vessels. On May 1, 1959, the Joint Marad-Navy Planning Group 
issued a Maritime status report which deals with the availability of 
merchant-type ocean shipping to meet national wartime requirements. 
This report recommends the maintenance of 922 ships in an adequate 
state of preservation. ‘These 922 ships were selected individually to 
meet the most urgent requirements for naval auxiliaries and defense 
shipping at the outbreak of hostilities. The estimate of $4,900,000 
included in the request will enable accomplishment of approximately 
50 percent of the preservation work due on the 922 ships in fiscal 
vear 1960. 
, Maritime TRAINING 


Program and financing 








| 
1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 


1. Merchant marine cadet training .-...........-------- oat $2, 368,883 | $2, 549, 300 $2, 856, 800 
2. Cadet training office. - --.-- ie es aa 36, 857 | 43, 200 43, 200 
——— —_—__——_| —— EE ————— —— 
Total obligations... ._-- pe tara tans - 2,405,740 | 2, 592, 500 2, 900, 000 
Financing: Unobligated balance no longer available 3, 170 Pe ee ee . 
| i 
| = Pee - 
New obligational authority - _- eanekeceees 2, 408, 910 2, 592, 500 2, 900, 000 
| - a =. — — _ 
New obligational authority: | 
\ ppropriation_ - - ct Soca aa  Seeekeel 2, 462, 000 2, 900, 000 
Transferred from “‘State marine schools’’ (72 Stat. 243)_-.-} 12, 116 Ss 
RI IOL IN TAGSUNNO) «| 5. cee dindnnesddnstcescucndwons 2, 408, 910 | 2, 462, 000 | 2, 900, 000 


Proposed supplemental due to pay increases. -......-. pakanw 130, 500 


Object classification 


1958 actual | 1959 estimate | 1960 estimate 





Total number of permanent positions___-_-_--- 258 262 2065 
Full-time equivalent of all other positions 1 1 1 
Average number of all employees | 253 257 2h 
Number of employees at end of year ; 256 262 266 
Average GS grade and salary. ‘ 5.1 $4,6061 5.5 $5,256) 5.6 $5,277 
Average salary of ungraded positions-__- $4, 035 $4, 410 $4, 410 
01 Personal services: 
Permanent positions a ee $1, 084, 653 $1, 240, 800 | $1, 258, 500 
Positions other than permanent... ‘ 10, 545 5, 800 5, 800 
Other personal services 331, 351 338, 100 341, 700 
07 Total personal services _- ‘ ana ‘ 1, 426, 549 1, 584, 700 | 1, 606, 000 
2 Travel | 21, 358 25, 500 | 25, 500 
03 Transportation of things ; 2, 256 2, 200 2, 200 
4 Communication services 18, 124 22, 000 22, 500 
05 Rents and utility services . | 34, 442 33, 500 | 42, 200 
06 Printing and reproduction _- | 570 25, 500 | 25, 500 
07 Other contractual services 478, 681 | 547, 400 | 692, 800 
Services performed by other agencies -__- -| 37, 661 33, 000 | 33, 000 
08 Supplies and materials 259, 393 238, 600 | 321, 500 
09 Equipment ; . 44,738 1, 200 | 48, 500 
10 Lands and structures : cal LS) { , Seiten ie 
ll Grants, subsidies, and contributions_- } 68,059 | 78, 600 80, OOO 
13 Refunds, awards, and indemnities 795 Ss aie : 
15 Taxes and assessments 146 300 | 300 
= zm st D ntieaennaee 
Total obligations. : ‘ 2, 405, 740 2, 592, 500 2, Wu0, 000 
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Mr. Preston. The next item we will take up is Maritime training 


found on page 52 of the committee print. | 
We will insert pages 611 through 621 of the justifications at this | 
point in the record. 


(The pages follow :) 


Summary of requirements 


$2, 394, 000 


Appropriation, 1959 (regular bill) 
68, 000 


Supplemental Appropriation Act, 1959 


Total $2, 462,00 | 

Add: ; i 

Proposed supplemental due to pay increase 130, 500 } 

Additional compensable day over 1959 800 j 
Total : : 131, 3 
Deduct nonrecurring major repairs, Kings Point, N.Y 7, 
Base for 1960 ‘ : 2, 565, 80 


Net difference, 1960 over 1959 





- Requirements Difference, 
4 increase (+) 
- or de- ; 
e 1959 | 1960 | crease (—) 
° adjusted estimate | 
: | 
z= — ia 5 

Merchant marine cade} training, Kings Point, N.Y | $2, 522,600 | $2,856, 800 +-$334, 200 

Cadet Training Office, Washington, D.C-_- ‘ | 43, 200 43, 200 
> = k J 
« Gross requirements_-............---- 2, 565, 800 2, 900, 000 +334, 200 +334, 20 
c | | a 
> I acini Ss 
™ Total estimate of appropriation, 1960 Semen ‘ ee wits 2, 900, 00 } 
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MARITIME TRAINING 


This estimate covers the cost of maintaining and operating the Merchant Ma- 
rine Academy at Kings Point, N.Y., and the cost of a training liaison office in 
Washington, D.C., which provides staff assistance to the Maritime Administra- 
tor on training matters as well as liaison with State marine schools. 

The budget request for 1960 has been developed to provide increases in several 
areas necessary to fulfilling the basic purpose of the Academy, as well as pro 
viding for the continuation of current programs. The significant increases are 
(1) increase in food allowance for cadets, (2) increase in uniform and textbook 
allowances, (3) continuation of the major repair program, (4) the start of a 
phased replacement program of obsolete and inoperable instructional and opera- 
tional equipment, and (5) an increase of four positions as well as provision to 
cover increased costs of miscellaneous services. The total increase requested 
is $334,200. 

During the past several years a phased program of major repairs to the facili- 
ties at the Academy has been continuing, reflecting considerable achievement, 
However, budgetary limitations have precluded initiating an urgently required 
program of modernization of instructional equipment. Department heads have 
been required to operate for years with little or no new equipment and have 
been able to maintain the programs only by makeshift arrangements, use of their 
own personal equipment and by use of obsolete equipment. 

It is essential to the continued operation of the Academy in a manner befitting 
a Federal educational institution that we continue the program of repairs to 
facilities and that we initiate a program for replacement of instructional and 
laboratory equipment. 

The first phase of a planned major repair program spread over 5 years was 
started in 1958. Its continuation in 1959 and 1960 is necessary to assure proper 
maintenance of Academy buildings. The new program to commence the modern- 
ization of instrumental equipment in the various laboratories is also provided 
for in this estimate. 

The justifications which follow outline the needs for and basis upon which 
the increases for 1960 have been developed. 


Cadet training, Kings Point, N.Y. 














| Difference, 

1959 1960 | increase (+) 

(adjusted) estimate PaaS or oo 

Positions... ._-- cual 258 | 262 | +4 
Personal services... ss | $1,554,700 | $1,575,200 | +820, 50 
All other-...-- a ke aecawee 5 ae 967, 900 | 1, 281, 600 | _ +813, 
Tb icnmna Timucua s Be | 2, 522, 600 2, 856, 800 "4-334, 200 





These funds are requested to operate the Merchant Marine Academy and (0 
attain the program objectives described above. Versonal services funds provide 
staff for training, administrative, finance and supply, medical, security and 
maintenance functions at the Academy. All other funds provide for the regular 
operating expenses of the installation such as communications, utilities, laundry, 
service contracts, maintenance of property and equipment, fuel, supplies and 
materials, etc., as well as mess facilities for station personnel and trainees, 
uniform and textbook allowances, and major repair projects. 


Personal services, $20,500 


An increase of four positions is included in this request. Two employees will 
be required to operate the IBM equipment, the justification for which is con- 
tained elsewhere in this narrative. The other positions required are those of 
an admissions officer and a clerk-typist. 

The primary function of the admissions officer position would be in directing 
the staff in clerical processing of admission applications and the analyses of 
data revealed in the selection process toward these objectives: (a) to determine 
that the criteria presently used are valid or to establish that other criteria may 
result in better predictability of the academic success of competing candidates, 
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and; (b) to collect, classify and present data obtained in the selection process 
for utilization in more effective guidance and counseling of candidates who are 
admitted. 

The Academie Advisory Board, on several occasions, has recommended that a 
qualified admissions officer be employed at the Academy. 

The clerk-typist position would provide the necessary clerical support for the 
above position. 

Other objects 

















| 

Difference, 

1959 1960 increase (+) 

(adjusted) estimate or aa 

a) 

Travel ‘a <eduabhtsaaalnnmadadiseseea sda eer enntne ie $23, 000 Gi Wee tooo ccc cee 
ENON TORO) OF COINNB nic ncccudsourcageshiekuvdsentomncwons | 2, 200 | Eck hah neces 
Ce ae ee a el tee Sao aeeee | 14, 800 15, 300 +$500 
EE SUIREEEEID. cn cave 5 asec chimed o> s-eued Staeiaeatan 33, 500 42, 200 +8, 700 
Pee Wr ORION, cn os owas opannccusensesdgwnnsusmes | 24, 900 | WE WU Pacsenducukcaes 
a SU UEEE EN WEONE. oa. oda nnannsscneccaunenkadondue 519, 700 692, 600 +-172, 900 
Services performed by other agencies..._.....------------ 33, 000 OG, OO Ie scncocde nose. 
Supplies and materials_.....-- ss cosh sleeeditamcncasia win ahs beep a eae | 238, 600 321, 500 +82, 900 
NN aE ag nla ce mis gr ante wal ote unenls oes nih ts eed he rane | 1, 200 48, 500 +47, 300 
Grants, subsidies and contributions_-_-..--- Sede opl Ramee eee i 76, 700 78, 100 +1, 400 

ts Oi DINUN So), oa ca cc danske awonnnes hows ees 300 Oe Teenie a... 
BOUEE  Saahannnanod bee aucccusae seas east ateenecodesnes 967, 900 1, 281, 600 | +313, 700 





Rents and utility services, $8,700 

It is proposed to install 13M equipment in order to have readily available his- 
torical records of each cadet in attendance at the Academy. In addition, it will 
be possible to maintain and furnish grades to the parents of the cadets on a 
more current basis. The equipment will also be used for payroll purposes and 
for the maintenance of an efficient inventory record for all items at the Academy. 
Then rental of the IBM equipment is estimated to cost $8,700 per annum. 
Contractual services, $170,000 

Food service allowance ($50,000).—Since the beginning of academic year 
1956-57 the feeding of the cadets has been on a contractual basis. While the 
calorie content of the food has met required standards, and it has been well 
prepared and wholesome, due to the limited funds available it has been im- 
possible to provide a satisfying variety in the menus. The addition funds re- 
quested will make it possible to upgrade the menu with better cuts of meat, 
a greater variety and quality of vegetables and salads. This increase will make 
it possible to compare favorably with the meal-day allowance for regular mili- 
tary enlisted personnel but will be below the allowance for cadets at the military 
academies according to the information and data available. 

Major repairs to facilities ($120,000).—It is planned to proceed with the next 
phase of major repairs to facilities. The request provides for the completion 
or continued work on projects begun in previous years as well as initiating work 
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on new projects in 1960. The following table indicates the status of the projects 
concerned : 


1959 | 1960 
| 











| 
| percent | | percent 

al ceeat a neeatacne bet atamnsitee caliente did. athdiiemtnaeliai nace aie 
Projects completed in 1959: | 

Replace heat controls- -- adds iw ea nahinae $5, 000 100) costes Ses eee 

Repair engineering laboratory -_..------ ge aa 4,000 | MOD To ecicig < dndsce saan aoe 

Repair nautical science laboratory --_--- ee 3, 300 TOD te inno ncaacel aceon 

ae 


| 
Redrape Delano Hal! and auditorium cae 5,000 | 18 Pcecccste bee 
. ot a | ' 








Repair activities building 8, 000 BO Pichia canoes |, ete 
Repair flagpole____.___- : age as 1, 200 | ee tet ee len an cuca 
Recondition pools- CELA ser uch scaees. 1, 000 100 | Ree 
ROU a soi oe ‘ : 27, 500 |- a ones ae ee ee 
- _— ————_—- | —__ __ —— 
Projects started in prior years to be continued in 1960 | | 
Repair fencing _- _-- suas ce Reems 5, 000 | 40 $5, 000 | 60 
Renew radiator covers... ..-..------- eae j 2, 500 | 50 | 2, 500 | 75 
Repair residences ind BS ‘ zs 5, 000 | 5O | 5, 000 | 75 
Paint interiors -_- -.---- ve i : = 10, 000 30 | 20, 000 | 60 
Repair galley and messhall_- Hl 27, 700 | 88 7, 600 100 
Install fluorescent lighting : + 5 6, 000 13 | 12, 000 39 
Repair exterior of Wiley Hall tien : 17, 500 37 | 47, 500 100 
NE eo cai Bee eth canoes TE 00 ec. SE 99, 600 |. a 
Projects to be started in 1960 | 
Marshall pool, paint exterior, new bulkhead = thes i-eudsihte | 8, 500 | 100 
Repair all coping ledges___----- ; et itss : : _ ‘ 4, 500 | 2 
Paint exteriors, all buildings. - - - idk peas é padbdeeet 9, 000 | 60 
Waterproofing parapets. ..--.-- . 1, 000 10 
Reactivate well (285 feet) .-......-- . 3, 000 | 100 
Repair Academy docks and piers : 7, 200 | 50 
Steam repiping, Reid pier_-_ : ; z | 4,000 | 100 
Roof repairs. 5 cae Ti . : s ; 8, 000 | 0 
Repair passage boiler to stack f . 2 4,000 | 100 
Replace pipe fittings, faucets, ete______- ie ; : 2 Ls 22,000 | 13 
Repipe Delano Hall ; ae oe 14, 200 57 
Rebuild refrigeration laboratory | 3, 700 | 100 
Repairs to road, parking field, and curbs = 5 } 5, 000 25 
Renn = 2 oe ~ ite : 94, 100 
Total annual........... a = = 101, 200 |... 193, 700 


Recapitulation: 


Total projects, 1959__.. __- : S34 101, 200 | 
Less: Nonrecurring < sss all iy, net . 
Plus: New or accelerated projects 3 ; a 120, 000 3 


Total projects, 1960 cnthse $oBSe 193, 700 get na }aces'eoacune 





Supplies and materials, $71,400 


Uniforms and textbook allowance ($71,400).—In past vears the allowances 
made to cadet-midshipmen for uniforms and textbooks have been limited to $200 
per annum and a maximum of $600 for the complete course. However, the actual 
cost of the required items has exceeded this allowance considerably with the 
burden of the additional costs being borne by the cadets from personal funds. 

Public Law 415, 84th Congress, states in part that, “(4) Cadets at the U.S. 
Merchant Marine Academy shall receive allowances for all required uniforms 
and textbooks, as prescribed by rules and regulations under this act, * * *” 
[Italic supplied.] The total cost of the prescribed uniforms and textbooks under 
G.O. 24, U.S.M.M.C.C. rules and regulations is $900 for the full 4-year course, 
or a maximum of $300 per annum, excluding the second year during which 
cadet-midshinpmen are in training at sea. 

The increase in the annual uniform and textbook allowance of $100 per cadet 
will provide for all required items of this nature in compliance with Public 
Law 415. 

The requirement of $71,400 is based on $100 additional allowances for the 
estimated cadet average attendance of 714 in fiscal year 1960. 


Modernization of instructional equipment, $47,300 


Although the need to replace and acquire various items of instructional equip- 
ment has existed for some time, conditions now indicate that the program can 
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no longer be delayed. Qualifications of the graduates are of prime importance. 
High or even adequate qualifications cannot be imparted to trainees on the 
obsolete, if not inoperable “jury rigs,” now serving as training aids. The only 
solution is to immediately initiate a modernization program. 

It is planned to phase the replacement and modernization of instructional 
equipment over a period of approximately 5 years. The request for 1960 of 
$47,300 will provide for the completion of about 18 percent of the total program 
requirements. 

This program is designed to provide the departments of nautical science and 
engineering with the modern training facilities urgently needed in fulfilling the 
basic purpose of the Academy. 

The ships’ equipment now being used for training in vessel operation and 
cargo handling is of antiquated and obsolete design. Consequently, personnel 
trained in the operation and maintenance of it will be at a loss when confronted 
with the newer and more advanced machinery found in our modern merchant 
fleet. 

The fact that Kings Point graduates in recent years have not had the benefit 
of training on modern equipment does not alter the urgency of its installation. 
On the contrary, it gives even greater significance to this request, for only through 
the availability of these modern training aids can the adequate preparation of 
our future merchant marine officers be assured. 

Much of the equipment, reproductions of similar implements on board ship, is 
an integral part of the training program. It has become increasingly difficult 
to continue the projects the cadets must accomplish as part of the curriculum 
with worn equipment, some beyond the point of proper operation. Initially, 
is proposed to purchase equipment for the engine department in connection with 
the operation and rehabilitation of the engineering and electrical laboratories 
and shops. 

The following list indicates items required for the engine department. 


Machine shop: 


Lathes with attachments bests chs ean aceae eck oe _. $20, 000 
Metal cutting bandsaw ies i a Fa a eR a! 3, 300 
Marine engineering laboratory: Autom: itic combustion “control unit___-_ 6, 000 
Electrical laboratory: 
Dead-front laboratory switchboard__ ~~ ~-~- sical Eile ett cal 4, 000 
Laboratory inatrament sef.................- ccradesisacdieetcebmaacacien | aan 
Oscilloscope a ee eg Se et a a a ead 2, 900 
Oscilloscope camera cates ssc ota tic etin ages detrei cach ceed B55 
8 oscillators- xe ae ae en Se PS Ae eA ee SS SES 975 
Magnetie motor starter_ wtieaS ce he ak oi fe So ee cs iebiok 700 
Multi-amp test unit Rien cinemas cobs Slide Sach cacti bea wlan eee. 75 
Impedance bridge saat EE tel aca oe TS Oe ae 510 
Materials and hydraulics laboratory: FE xperiment: il unit forced draft 
blower test (rebuild and new parts) —--..--------- Bee ce et le e 1, 100 
Diesel and refrigeration laboratory : 
Fuel-injector nozzle testers____ ib, hate don ceases akbar 665 
Diesel engine hydraulic test sti ind_ a i Ia 3, 600 
720 


Refrigeration system training unit - Reade Saat 
Total Lad P , : 17, 300 


Other increases, $16,300 

The increased cadet attendance will result in a greater consumption of utility 
services, ie., gas, fuel oil, electricity, as well as a requirement for additional 
supplies and materials. Continuing increases in basic rates in communications, 
utility and other contractual procurement supply items must be provided for. 
The estimate also ineludes $1,400 for Federal contributions to the civil service 
retirement funds. 

There follows a distribution by object class of the increases requested. 


Communications 5 aes he 7 aes $500 
Contractual services... at . I | ee 
Supplies and materials____ ighanlibicn Sitar ht ania tac ete a Ne hea 
Contributions to retirement fund____________- Pe eer ee 

16, 300 


FESR TAI 8 a et ee Fe BS eee 
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Cadet Training ee Washington, D.C. 

















| 
| | Difference, 
1959 | 1960 | increase (+) 
| (adjusted) estimate or decrease 
(== 
. 2 Te i ' 

DI gO eee aa a sen ie eeemie | 4 4 |-- snl 
po — ———— 

I a ae | ~ $30, 800 $30, “800 is ae 

All other.____ bebe wineaeeans twice hee SeccinS Mat awe nen eee | 12, 400 12, 400 |_ eae 

= eee ace ats 
RO i ce capesliad deiies Sleep Attias ss dikes Apes ane éneen 43, 200 | 43, 200 


be | | ae 


This office consists of a Training Officer and a small clerical staff. The 
Training Officer is adviser to the Maritime Administrator on training matters 
in connection with the U.S. Merchant Marine Academy and the four State 
Marine Academies. He maintains contact with the training installations and 
other Government agencies interested in training and assists in the recruiting 
of cadets for the U.S. Merchant Marine Academy. 

This activity will be continued in 1960 at the same level as in 1959. The 
following schedule indicates the object class distribution of all other expenses. 























, Difference, 
1959 1960 increase (+) 
(adjusted) estimate | or 28 
iis 
: | 
WN ea oc cere fe eons 82, wn | $2, 500 |_.-.-- ae 
ROMMNININIINNUIIINE 5d 52s los ack dete uccecckcked | 7, 200 7, 0004... Ate 
Printing and reproduction aay : a 600 O00}... cone 
cpeRer COMP ROLIRS MOryvaces . ..< -< ccc cecncccce 200 | 200 fics 
Grants, subsidies and Dateen.. =. ee 1, 900 3,900 lenccncmsd ania 
See auieaall 


REHABILITATION AND MODERNIZATION PROGRAM 


Mr. Preston. I note you have included funds to begin a program 
of rehabilitation and modernization at Kings Point Ac: idemy as ree- 
ommended by committee. What is total program contemplated—in 
terms of work to be done, cost, time period, and so forth. 

Mr. Morse. The program of rehabilitation and modernization at 
Kings Point was initiated in fiscal year 1958 after permanent status 
was accorded the Merchant Marine Ac ademy by enactment of Public 
Law 415, 84th Congress. The buildings and facilities at the Ac ademy 
required extensive repairs such as painting both interior and exterior, 
roof, galley, messhall, and building repairs. Phasing the entire pro- 
gram over a period of years was the practical approach to the problem. 

It is contemplated that the program will be completed in 1965. It 
is expected that only normal recurring maintenance will] be required 
thereafter. 

This tabulation indicates the duration, approximate cost and the 
cumulative percent of completion of the program. 

(The tabulation referred to follows :) 


|| 














Cumulative | Cumulative 
Cost percent of | Cost percent of 
completion | completion 
$137, 200 9.1 $195, 200 79.0 
101, 200 15.8 163, 7! 89.9 
193, 700 28.7 152, 500 100.0 
340, 200 51.3 a 
220, 700 66.0 1, 504, 400 }......2-ncccee 
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Mr. Preston. Please describe the program for the replacement and 
modernization of instructional and operating equipment, giving the 
total program, type of equipment, cost, time period, etc., including 
cost. 

Mr. Morse. The program for the replacement and modernization 
of instructional and operating equipment is designed to provide the 

vadets in training with the most modern equipment, laboratories and 
installations necessary for effective training as merchant marine offi- 

cers. Essentially the program consists of three groups, (a) replace- 
ment of present equipment; (6) purchase of new equipment, and (c) 
modernization of the engineering laboratory. 

This table reflects the duration and cost of the program by each 
group. 

(The table referred to follows :) 


Replacement and modernization program 








| Replacement | Purchase of Moderniza- 
of present new equip- tion of engi- Total by year 

| equipment | ment neering labs 
Se diticeeniaes sh dhsan> ddineimnaberd sweets enhdehedee=oeestiaeeie $47, 300 $47, 300 
Dts: cucslabakawccmenoate rakes clea ac hae $371, 600 $187, 100 535, 000 1, 093, 700 
Mh s-desdtasbiepwdeanteeeshegedaasan 44, 100 7, 200 586, 000 637, 300 
EE eee eee ee ee 36, 800 2, 700 265, 000 304, 500 
BS ee Joniiue i:éptnbndue 28, 600 | 2, 700 180, 000 211, 200 
Wt asst cece nasnaceadhceiestaae | 28, 900 | RUD ih cekcnscatbutse 30, 300 





INCREASE IN PERSONNEL 


Mr. Preston. I see you are requesting four additional staff. What 
is the present staff? Are there vacancies? 

Mr. Morse. As of April 30, 1959, the staff at the Academy totaled 
250 against an authorized ceiling of 254. The four vacancies result 
from norma] turnover and consist of one instructor position and three 
custodial positions. Replacements are in process of recruitment. 

The increase of four positions provides for employment of an ad- 
missions and guidance officer and his stenographic assistant and two 
employees to operate IBM tabulating equipment proposed to be in- 
stalled in fiscal year 1960. 

The admissions and guidance officer is required to improve and 
strengthen the process of selecting candidates for the Academy and 
prescribe procedures for more effective guidance and counseling of 
candidates who are admitted. 

This work now being performed by the dean as a collateral duty 
is considered far too important and should be accomplished on a full- 
time basis. 

The report. of the Academic Advisory Board to the U.S. Merchant 
Marine Academy, dated May 5, 1958, contained the following recom- 
mendation on this subject: 

The Academy now has the responsibility of selecting from among its applicants 
those qualified for admission. ‘This responsibility must not be taken away from 
it—now a permanent institution—and it must be allowed to have the necessary 
staff to perform this necessary function efficiently. 

The counseling service, which the dean has just begun, is an important feature 
of the educational activity of the Academy, and when adequately performed 
Should, in connection with better selection among candidates for admission, tend 
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to reduce the undesirably high rate of attrition now experienced by the Academy 
between enrollment and graduation. 

Two positions are required to operate the IBM equipment which is 
proposed for installation in fiscal year 1960. This equipment. will 
be used to maintain and have readily available historical records of 
ach cadet; maintain and furnish grades to parents on a more current 
basis; process payrolls; and maintain an efficient inventory record of 
all property at the Academy. 


IBM EQUIPMENT 


Mr. Preston. Are there funds in this budget for purchase of IBM 
equipment / 

Mr. Morse. There are no funds included in this estimate for pur- 
chase of IBM equipment. Funds in the amount of $8,700 are in- 
cluded for the rental of such equipment. 


INCREASE FOR FOOD 


Mr. Preston. Explain the increase requested for food. 

Mr. Morse. The increase of $50,000 would permit the introduction 
of a greater variety and quality of foodstuff into the menu and make 
the meal-day allowance comparable to that of regular military enlisted 
personnel. 

The present contractor is paid $11.48 per cadet per week for food, 
which amounts to a cadet-day cost of $1.64. The exact amount of 
raw-food costs is unobtainable, but a reasonable estimate would be 
about $1 per cadet-day. The balance would be for costs of labor, 
transportation, direction, and profits. The requested increase would 
add about 21 cents to the cadet-day food expenditure. Our raw-food 
cost would then be between $1.20 and $1.25 per cadet-day. 

For comparative purposes, other mass-feeding costs or allowances 
are reported as follows: 


Army, Navy, Air Force Academies (allowance) - Jest Ss bot ia. 
Oe re AREEY RUIN UINIRE NN 5 eee ee ee thet eise bie oie 
Military enlisted : (continentel—cost) —... 2s 2 se 
Department of Health, Education and Welfare hospitals (composite : 

cost ) rd ss sists phn can esto wis ne Desstad Mee ee 1. 08 


INCREASE IN UNIFORM AND TEXTBOOK ALLOWANCES 


Mr. Preston. Explain the increase in uniform and textbook al- 
lowances for cadets. 

Public Law 415, 84th Congress, provides that— 
Cadets at the U.S. Merchant Marine Academy shall receive allowances for 


all required uniforms and textbooks as prescribed by rules and regulations under 
this act * * *, 


The present annual allowance of $200 per year for the 3 years the 
cadets are in residence is not sufficient to cover the costs of prescribed 
uniforms and textbooks. Current records indicate that the costs of 
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these items for the duration of the entire course total $969.50, as com- 
pared to the $600 now being paid. These costs are broken down by 
year, as follows: 


Gioeer (entering ClAks) «.....<..650522 eS 5e0 Ss sr snieyseaine capsecbsscoemice wo. a 
as ne a ge aps me send en el nl tg stapes gl bs spel at eoninlnv adie acai eeeaaes 109. 50 
OE ON sh a anh dan 0 lng as Seite a aga ae le fg aide abit eke eke aie 
int yonr (GrAGusGe IRAN} a cncgeee ees e se ooo ene 75. 00 

i age ae eR 969. 50 


State MARINE SCHOOLS 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 


Program by activities | | 





1. Grants for State marine schools : ee $176, 125 | $190, 000 $975, 000 
2. Uniforms, textbooks, and subsistence of cadets ‘ 320, 200 320, 200 1, 721, 000 
Maintenance and repair of vessels ATES 144, 308 149, 800 150, 000 
Total obligations 640, 633 660, 000 2. 846, 000 
Financing 
Unobligated balance no longer available ; 7, 251 
New obligational authority 7 647, 884 660, 000 2, 846, 000 
New obligat il authority 
ppropriation 660, 000 660, 000 150, OOO 
lransferred to ‘‘Maritime training’’ (72 Stat. 243) a 12, 116 
Appropriation (adjusted) - 3 647, 884 | 660, OOO 150, 000 
Contract authorization (new) 2, 696, 000 


Status of unfunded contract authorization 


1958 actual | 1959 estimate | 1960 estimate 


Contract authorization (new . initadecaielaanes ; ; : $2, 696, 000 
Unfunded balances at end of year : 5 —1, 736, 000 
Appropriation to liquidate contract authorization é 960, 000 


Object classification 


1958 actual 1959 estimate | 1960 estimate 


07 Other contractual services = baata ; $144, 308 | $149, 800 $150, 000 
11 Grants, subsidies, and contributions 196, 325 510, 200 2, 696, 000 
otal obligations. oe : 640, 633 660, 000 2, 846, 000 


Mr. Preston. The next item the committee will take up is “State 
marine schools” found on page 54 of the committee print. 

We will insert pages 622 through 625 of the justifications in the 
record at this point. 
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(The pages follow :) 


Summary of requirements 
Appropriation, 1959 (regular bill) 














Se canal i a ac ee oe = 

RG -SRMEONOMESEGDS© eg Ae 

Requirements Difference, 

|increase (+-) 

| or de- 
1959 1960 crease (—) 
adjusted estimate 

SUES REEeEeeeeeeeeneeee=n= ee —$____ A a —~ | — 

Grants for State marine schools__-._....._..__.__-- $190, 000 $975, 000 +$785, 000 

Uniforms, textbooks, and subsistence of cadets____ 320, 200 1, 721, 000 | +1, 400, 000 


Maintenance and repair of vessels. 


149, 800 | 150, 000 | +200 
Subtotal gross requirements____._-___________. 660 000 2, 846, 000 | +2, 186, 000 
Deduct obligations to be liquidated in future years__|_.-________- -1 736, 000 all 736, 000 


cones eeenesee------+-----| 660,000 | 1,110,000 | +450,000 +450, 000 
! 


Gross requirements 





Total estimate of appropriation, 1960 














ee enamine soca salah omnacabemnacoeg la 1, 110, 000 
Summary of estimated obligations 
| | 
| Actual 1958 Estimate Estimate 
(adjusted) 1959 1960 
amount | amount 
. ee! = ame 
Other objects: 
Other contractual services____ Re eal oo ee $144, 308 $149, 800 $150, 000 
Grants, subsidies, and contributions.______________ a 496, 325 510, 200 2, 696, 000 
FP Mn a ce a a a 640, 633 660, 000 2, 846, 000 


errant repens iam a 


STATE MARINE SCHOOLS 
GENERAL STATEMENT 


The estimate for 1960 gives effect to Public Law 85-672, the Maritime Academy 
Act of 1958, approved August 18, 1958. 

Public Law 85-672 codifies and brings up to date those Federal laws pertain- 
ing to State marine schools, provides for continuity of Federal financial assist- 
ance to the schools and their students, and increases allowances for State grants 
and for students’ uniforms, textbooks, and subsistence. 

To accomplish the above, the law authorizes the Secretary of Commerce to 
enter into contracts and incur obligations for periods up to 4 years covering 
reimbursement to the States for expenses incurred in the maintenance and sup- 
port of marine schools and payment of annual allowances to the students for 
the entire period of their academic course. 

The appropriation request for 1960, except for funds required for the annual 
repair and maintenance of training vessels, represents cash requirements to 
liquidate the first year’s cost of the multiple-year contracts authorized by Public 
Law 85-672. Appropriations for future years will be on the same basis. 

In the past, obligations under this program were limited to 1 school year and 
by the amount of the annual appropriation. The $660,000 which has been ap- 
propriated annually for the past several years provided $25,000 to each State 
school as a direct grant; $22,500 as a grant to each of the schools based on a 
per capita cost of attendance of out-of-State students; $320,200 for uniform, 
textbook, and subsistence allowances which permitted an individual allowance 
of approximately $450 per year for each of 710 students, of which 260 were 
allocated to the New York school, and 150 to each of the other 3 schools. 


JUSTIFICATION 


Grants to States 


The estimate for this purpose is based on our interpretation of the intent of 
the law to be that each state will receive the full $75,000 grant by complying 
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with the law and the regulations established thereunder. Since all now meet 
these requirements, the contract authorization covers $75,000 per year for each 
of 3 years for the three schools, and $75,000 per year for each of 4 years for the 


school offering a 4-vear course. Cash requirement is limited to $75,000 for each 
of the four schools. 


Allowances to students 


In recent years Federal aid to students at the State schools was limited to a 
total of 710, a figure established some years ago to match the average number 
of cadets attending the Federal academy. Public Law 85-672 authorizes the 
$600 annual allowance to be paid to each student attending the academies. 

For this estimate, it has been assumed that the starting enrollment in fiscal 
year 1960 and distribution thereof by classes will be the same as in 1959. 
Obligations shown represent allowances for the entire beginning enrollment 
through to completion of the academic courses. 

As there is no basis for computing attrition by individual classes for the pur- 
pose of estimating obligations for the entire period, this is covered in 1960 and 
will be so covered in future years by limiting requests for liquidating appropria- 
tions to an average number of payments somewhat less than the year’s initial 
enrollment. For example, in 1960 the estimate assumes an initial enrollment 
of approximately 1,200, whereas the cash appropriation assumes payments to an 
average of 1,100. 

Repair of vessels 

Each of the four State schools operates a large seagoing training ship on loan 
from the Maritime Administration. The operating costs are borne by the re- 
spective States, but the annual maintenance and repair costs are paid from this 
appropriation. The amount requested, $37,500 per ship, is approximately the 
same us that appropriated in fiscal years 1957, 1958, and 1959, and is the mini- 
mum required to accomplish repairs necessary to keep the ships in a satisfactory 
operating condition. The increase in appropriation from $149,800 to $150,000 re- 
sults from rounding the total appropriation to thousands. 


Mr. Preston. This item represents an increase of $450,000. 
METHOD OF FUNDING 


Please explain the change in the method of funding in this appro- 
priation, which involves cash and the liquidation of contract authority. 

Mr. Morse. Our interpretation of Public Law 85-672, concurred 
in by the Bureau of the Budget, is that it granted contract authoriza- 
tion to the Secretary of Commerce to obligate the Government in 
advance to continue financial support to the State academies for the 
duration of the academic courses. 

In the past, obligational authority for this activity was obtained 
annually through the annual “State marine schools” appropriation 
and covered but 1 school year. Under Public Law 85-672, the Secre- 
tary of Commerce is authorized to enter into multiple-year contracts 
with the State academies wherein he obligates the Government to con- 
tinue financial assistance to the schools and the students thereof for 
the full academic course commencing with the 1959-60 school year. 
For three of the schools, the contracts will cover a 3-year period and 
for the New York school, a 4-year period. Under these contracts, 
the Government. will be obligated to pay each school $75,000 annually 
as a direct grant and to pay each student an annual allowance of 
$600 for uniforms, textbooks, and subsistence. Under Government 
accounting procedures the total estimated obligations for the entire 
period covered by the contracts must be entered on the books of 
account in the fiscal year in which the contracts are signed, hence, 
the obligation schedules show for fiscal year 1960 for grants and 
student allowances the total estimated obligations for the full aca- 
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demic courses of all schools commencing with the 1959-60 school year, 
To liquidate the grants for the schools will require an annual appro- 
priation of $300,000. Cash appropriation requirements to liquidate 
the student allowance obligations will, because of attrition, be less 
than the obligations as shown. For example, it is estimated that the 
beginning enrollment for all schools for the academic year 1959-60 
will be 1,200 students; however, after taking into account the attrition 
factor, the appropriation request was limited to 1,100 payments 
of $600 each. 

The increase in appropriation requirements results from those pro- 
visions of Public Law 85-672 which increased the Government’s cost 
of supporting these schools by increasing the annual grants to the 
schools from $47,500 to $75,000 per school, and increased the cost of 
student allowances by making all students eligible to receive the $600 
per year as compared tothe former practice of limiting such payments 
to 710 students at approximately $475 per year. 


REPAIR OF TRAINING SHIPS 


Mr. Preston. Explain the statement on page 16 of the prepared 
statement: “It is hoped, however, that the proposed average of 
$37,500 ner ship will be adequate for the coming year.” Is this a 
good estimate or not ? 

Mr. Morsr. The estimate of $37.500 is good provided that there 
are no unusual occurrences during the year such as major machinery 
breakdowns or the need to make extensive repairs in order to meet 
Coast Guard safety requirements, the need for which usually does 
not appear until the time of the biannual drvdocking. For example, 
in this fiseal year extensive machinerv repairs to the Massachusetts 
training ship, traceable to World War IT service, reouired $20.000 over 
the amount available for renair of this particular shin. Therefore, it 
was necessary to “borrow” the required amount from the renair money 
available for the California training shin. This required deferment 
of needed repairs to the California ship until fiscal vear 1960. Defer- 
ment of these repairs was possible hecause of the limited cruise re- 
quirement of the vessel during this fiseal year, As another example 
of unforeseen requirements, during this vear, as a result of Coast 
Guard inspection, we are reauired to add 500 tons of ballast to the 
Maine training shin. Funds for this purnose could not be made avail- 
able from the regular appropriation and it was necessary to reanest 
a supplemental appropriation of $35,000 which is now awaiting final 
congressional action. 

The increasing age of the vessels, increasine cost of renairs. and 
the increasing reluctance on the part of the Coast Gnard to issue 
waivers. with which we have no quarrel. will soon require a substan- 
tial increase in appropriations to maintain these vessels in proper 
repair. 

LANGUAGE CHANGES 


Mr. Preston. At this point in the record we will insert those pages 
of the justifications dealing with the various language changes. 
(The matter referred to follows.) 
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Sure CONSTRUCTION 


EXPLANATION OF LANGUAGE CHANGE 


It is suggested that the limitation on research, development, and design ex- 
penses be deleted. This limitation was placed in the 1959 language by Congress 
with no indication as to the purpose intended. 

This appropriation is a no-year fund providing for additional amounts to be 
added to previous balances. Under these circumstances it is virtually impossible 
to establish and maintain accounting controls which will reflect the amount 
obligated at any given time from the amount appropriated in any particular 
year. 

It has always been and will continue to be the policy of this agency to adhere 
to congressional intent as expressed in committee reports, with particular em- 
phasis on funds provided for particular purposes. The imposition of limitations 
of this nature, however, requires implementation of the practice through precise 
accounting controls which are extremely difficult to administer. 

Addition of the research and development limitation resulted in appropriation 
language reflecting (1) a no-year appropriation amount, (2) a no-year limitation 
amount applicable to the amount appropriated in the budget year, and (3) an 
annual limitation amount applicable to prior balances and the new appro- 
priation. 

For these reasons it is urged that the limitation on research, development, 
and design expenses be deleted from the language proposed for submission to 
Congress in 1960. 

SALARIES AND EXPENSES 


EXPLANATION OF LANGUAGE CHANGE 


The purpose of the proposed language is to authorize payment of representa- 
tion allowances to the agency’s foreign representatives. 

The Maritime Administration has on its rolls five foreign representatives who 
collect and report foreign cost data pertaining to the operations of foreign lines 
in competition with U.S. subsidized operators. These data are used in 
the determination of operating-differential subsidy rates. To a large extent 
the soundness of the subsidy rates which determine the amount of subsidy 
accrual depends upon the scope and validity of the foreign cost data obtained 
by our representatives. While in certain areas of their activities our repre- 
sentatives are able to obtain the required data without difficulty, in others they 
do encounter reluctance on the part of ship operators and owners to divulge the 
data. In such cases best results can be achieved through social contacts and 
personal relationships. In many instances in carrying out these duties the 
Maritime representative is entertained at a luncheon or dinner and is expected 
to reciprocate in accordance with the custom of the country. ‘It does not appear 
proper that he should be required to bear such costs pertaining to his official 
duties out of his personal funds. The representation allowance, if authorized, 
will be used for reimbursement of such expenses up to $500 per vear for each 
foreign representative. 

STATE MARINE SCHOOLS 


EXPLANATION OF LANGUAGE CHANGE 


The language for this appropriation provides for converting the appropriation 
to a liquidating fund for liquidation of obligations incurred under contracts for 
State grants and student allowances as authorized by Public Law 85-672, and 
for cash obligational authority for annual maintenance and repair of training 
vessels. This is in accord with the Bureau of the Budget’s interpretation of 
Public Law 85-672 as granting contract authorizations for incurring obligations 
for State grants and student allowances on a multiple-year basis. 


GENERAL PROVISIONS 
EXPLANATION OF LANGUAGE CHANGE 
The proposed language change deletes the proviso requiring a General Ac- 


counting Office interpretation of section.902(a) to establish the price to be paid 
for requisition or purchase. 
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This language is contrary to the policy of the war risk insurance program 
which is provided for by title XII of the Merchant Marine Act, 1936, as amended. 

Under the authority of this title, as most recently amended by Public Law 958, 
84th Congress (70 Stat. 984), the Secretary of Commerce, in respect to hull in- 
surance, may insert in the policy of insurance a stated valuation for actual or 
constructive total loss of the vessel insured “which shall not exceed the amount 
that would be payable if the vessel had been requisitioned for title under sec- 
tion 902(a) at the time of the attachment of the insurance under said policy” 
(sec. 1209(a)(2)). In the case of vessels built with construction-differential 
subsidy, such valuation must be reduced in the same proportion as the construc- 
tion subsidy bears to the total construction cost plus capital improvements (less 
any national defense costs). 

This subsection then gives the insured the right to reject the stated valuation 
within 60 days after the attachment of the insurance, or determination by the 
Secretary of Commerce of stated value, whichever is later, and thereafter, if the 
vessel is lost, to be paid as a tentative advance 75 percent of such value, and to 
sue the United States for just compensation as if the vessel had been requisi- 
tioned for title under section 902(a). If the insured does not so reject the valu- 
ation, he will be finally and conclusively bound by the administrative determi- 
nation. Thus, section 1209, as presently amended by Public Law 958, contem- 
plates the application of the same standard of valuation for war risk insurance 
purposes—just compensation determined in accordance with section 902(a)— 
as for vessels requisitioned by hte United States for title or use. It also eon- 
templates fixing finally, beyond controversy, the maximum amount to be pnid in 
the event of a total loss, except where the insured rejects the valuation within 
the specified time, giving this Department a more stable budgetary and operat- 
ing position. 

This subsection also contains a provision making inapplicable to court judg- 
ments the provisos contained in the appropriation acts of 1951 to 1956, quoted 
above. Inasmuch as the waiver of this subsection was not prospective in effect, 
the language is now applicable to all phases of the war risk insurance program. 

Enactment of Public Law 958 was designed to streamline the operation of the 
war risk insurance program to enable early completion of much of the prelimin- 
ary work necessary to have war risk insurance immediately available when its 
protection is needed for the commerce of the United States, by creating one con- 
trolling valuation standard to be applied by this Department alone instead of 
the two former standards applied by three Government agencies. Continuance 
of the appropriation act rider defeats much of what was intended by Public 
Law 958, and revives, in essence, the cumbersome and uncertain system which ex- 
isted to passage of that law. 


Mr. Preston. Are there any further questions on this entire cate- 


gory, gentlemen ? 
ACCIDENT PREVENTION 


Mr. Sueviry. I have one question. Mr. Chairman. 

T assume that this should be addressed to Admiral Ford. 

This is generally under the training situation and this has nothing 
todo with the appropriations here. 

In the light of a number of serious accidents in and out of the port 


of New York over the past year, and in view of some slight back-, 


ground of experience in this field, it is my observation that a number 
of the officers aboard American vessels have not had all of the train- 
ing necessary in the use of some of the new electronic equipment 
aboard, or at least that would be my opinion at this point. 

Some of them came up, as I did, through the hawsepipe when there 
were not any of these electronic devices. In talking to some of them 
I have found that they have never gone back to take any courses on 
real application or real usage of radar. I find also that on most 
American vessels, contrary to British passenger vessels, we have only 
the watch officer on the bridge and if they get into a fog condition, 
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there is no additional officer doing a radar scan job constantly while 
in close waters or restricted areas of restricted visibility. 

Are there any facilities under your present training program where- 
by a refresher course in these fields might be set up and some require- 
ment made that men sailing on licenses would have to take such a re- 
fresher course, let us say, of 2 to 3 weeks every several years? Is there 
any merit to the consideration of such a program in the light of the 
things that have occurred ? 

Mr. Forp. We have three schools set up at the present time for 
instruction in radar; one in New York, one in New Orleans, and one 
in San Francisco. We have encouraged all of the operators, American 
operators, to use the facilities of these schools as refresher training for 
radar. They are being used very extensively. This, we feel, will 
be of great. assistance in teaching seagoing personnel the use of the 
electronic aids. 

Mr. Sueutiey. May I interrupt at this point and say that I am 
very, very pleased to see that you said aids. Some of them depend 
upon them but they are only aids to navigation. 

Mr. Forp. I was about to add that it appears to me, from what. I 
have read about the accidents that have occurred, that practically in 
every instance it has been a matter of personal error and not an error 
in the use of one of the modern gadgets. There is no substitute for 
good judgment and experience in this field and the responsible officers 
of the passenger ships may be people who have been accustomed to 
operating slower cargo ships, and when they get on a large fast ship 
and in a tight situation they are not always equal to the emergency. 

Mr. Sueviey. The program about which you speak is a voluntary 
program ¢ 

Mr. Forp. It is voluntary but we are trying to persuade all of the 
operators to use it and they are using it more and more. We are 
getting larger classes. 

Mr. Surtiey. Do you wish to add anything? 

Mr. Morse. I wish to add two things: One is that I think the Coast 
Guard is setting up a rule requiring a certificate of proficiency on 
radar use for any licensed deck officer and the people who graduate 
from our schools do qualify. 

Secondly, I want to give a pat on the back where a pat is earned. 
The American President Line is No. 1 of all of the American-flag 
operators of licensed officers who do have certificates of proficiency 
in the use of radar. 

Mr. Suetirey. That is all, Mr. Chairman. 

Thank you very much. 

Mr. Preston. The committee has had a most interesting hearing and 
we renew what we said about you heretofore, Mr. Morse. We think 
you are a good Administrator and you are doing a splendid job, you 
and your associates. 

Mr. Morsr. Thank you very much. It is always a pleasure to meet 
with this committee, Mr. Chairman. 
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Turspay, May 5, 1959, 
WEATHER BUREAU 
WITNESSES 


DR. F. W. REICHELDERFER, CHIEF, WEATHER BUREAU 
T. P. GLEITER, CHIEF, BUDGET AND MANAGEMENT DIVISION 


Mr. Preston. The committee will come to order. 

The next agency to be heard isthe Weather Bureau. 

This appropriation request is found at page 123 of the committee 
print. 

We shall at this point in the record insert pages 1002 through 1007 
of the justifications. 

(The pages referred to follow:) 


GENERAL STATEMENT 


Public weather services throughout the United States and possessions are pro- 
vided by the Weather Bureau in accordance with provisions contained in many 
statutes dating from the Organic Act of October 1, 1890, up to the Federal Avi- 
ation Act of 1958. 

This budget request represents an increase of $4,727,000 in “Salaries and ex- 
penses” and a total of $3 million in the “Establishment of meteorological facili- 
ties.” A portion of these increases are necessary to cover rising costs and the 
remainder will be used to further improve weather services to the aviation in- 
dustry as well as other groups. 

In recognition of the need to improve weather services to aviation the Con- 
gress last year provided funds for part-year operation of seven high altitude 
forecast centers, all of which will be commissioned during the current fiscal 
year. 

Other steps which will effectively improve the Bureau’s services to aviation 
are represented in the following estimates. Funds requested will provide for 
full-vear operation of Weather Bureau services to aviation begun this fiscal year 
and in addition, will permit the initiation of projects to furnish (a) continuous 
weather warnings to pilots; (0) restoration of aviation forecast briefing serv- 
ice; and (¢c) provide 24-hour-a-day aviation weather observations at high ac- 
tivity airports. 

During the past decade the growth of the Nation, and particularly of the avi- 
ation industry, has led to ever-increasing needs for more detailed and wide 
spread weather services for safety of life and property. 

To meet these needs requires a comprehensive weather system in support of 
all phases of aviation—private, business, Commercial, and military. In 1958, 
after careful study of current requirements, a 5-year plan for a modern avia- 
tion weather system was developed. This plan was drawn to meet the recom- 
mendations of experts in all phases of the aviation industry. It calls for the 
development of aviation weather services in step with modern aviation require- 
ments, and provides for new systems of recording, handling, and disseminating 
weather reports and forecasts through the use of the latest technological de- 
velopments. 

The need for the improvements represented in these estimates has increased 
during the past year because of the steady growth in aviation and the require 
ment to promote the safety and efficiency of air navigation to the highest possible 
degree. The last session of Congress recognized the vital part that weather plays 
in air commerce by restating the responsibilities of the Weather Bureau to pro- 
mote safety and efficiency of air navigation in section 803 of the Federal Avia- 
tion Act of 1958 (Public Law 85-726). 

Improvements proposed in these estimates are a part of the Weather Bureau's 
plan for a modern aviation weather system. This plan has been endorsed by 
the Federal Aviation Agency, Air Transport Association, Air Coordinating Com- 
mittee, and private aviation organizations. Consequently, the Weather Bureau's 
1960 proposal for improvements in weather services represents the consensus of 
the Government agencies involved and of the industry as well. 
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The estimates for 1960 provide for the most pressing service requirements fac- 
ing the Weather Bureau. Principal items of this request are: 

(1) Full-year costs of services initiated under the 1959 appropriations. 

(2) The operation and maintenance of new meteorological equipments au- 
thorized under prior year “Establishment of meteorological facilities” ap- 
propriations. 

(3) Transfer to the Weather Bureau of certain basic civil meteorological 
functions presently supported by the Department of Defense. 

(4) Strengthening the Weather Bureau’s services to aviation to meet Fed- 
eral aviation system requirements. 

(5) Continuation of program to modernize meteorological instruments 
and equipment begun in fiscal year 1956. 

The 1960 “Salaries and expenses” appropriation of $48,855,000 provides sup- 
port for the following activities : 

(a) General Weather Services ($42,429,400) to operate a network of weather 
observing and forecasting st ations in the United States, its Territories, and the 
Arctic, for the benefit of the general public, and for commerce, industry, bus- 
iness, aviation, agriculture, shipping, forestry, and other governmental agen- 
cies. Included are warnings against hurricanes, tornadoes, heavy snowstorms, 
cold waves, and other types of threatening weather; forecasts of weather con- 
ditions for advance periods up to 30 days; flood warnings for major river sys- 
tems whenever floods threaten; daily river stage forecasts, the recording, col- 
lection, analysis, and publication of weather records to establish the climate 
of the Nation and for the use of agricultural, engineering, construction, and 
other interests. 

(b) Research ($4,254,900) to continue basic studies of precipitation processes 
in the atmosphere; to continue applied research on hurricanes and tornadoes in 
an effort to develop techniques for improving the accuracy of warning services; 
and to continue at current levels research on atmospheric disturbances aimed 
at improving the general weather forecasts. The use of the high-speed electronic 
computer as an aid in developing numerical forecasting methods will be con- 
tinued. 

(c) Administration ($2,170,700) to provide executive direction, housekeeping, 
and administrative supporting services required in support of all Weather Bu- 
reau operations. 

The 1960 “Establishment of meteorological facilities” appropriation request of 
$3 million will continue the program for the modernization of facilities started 
in 1956. Emphasis is given in the 1960 program to improvements needed in 
upper-air and airport weather observing in order to meet modern aviation re- 
quirements. The transition of the aviation industry to new types of aircraft, 
particularly jet-powered planes, brings more stringent and far-reaching re- 
quirements for adequate weather information. These more critical requirements 
have been recognized by the Federal Aviation Agency, which has made specific 
modifications in air navigation aids, and in regulations for instrument landing 
airports, in order to utilize the terminal weather-observing equipment requested 
in these estimates. Funds also are included in this request for river and rain- 
fall measuring equipment needed to improve flood warning services in many areas 
now subject to frequent damaging floods. This equipment will provide the river 
forecast centers with more timely information on upstream river and rainfall 
conditions which they need for issuing warnings for the safety of life and prop- 
erty. 
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Mr. Preston. It is customary that we have a general statement from 
the Chief of the Weather — au each year. 
Dr. REICHELDERFER. Yes, § 


Mr. Preston. And Dr. eretdetten. do you have such a statement 
for us this year? 
Dr. ReicHeLperrer. Yes, sir. Thank you. 


GENERAL STATEMENT 


I have a summary of what we are requesting. Our attention this 


year is directed primarily toward remedying the serious deficiencies . 


in the “Aviation weather service.” I believe you have copies of the 
general statement. 

I would like to emphasize some of the points that are there begin- 
ning with the second sentence. 

Mr. Preston. Dr. Reichelderfer, suppose you proceed in your own 
Way. 

Dr. RercHevperrer. Thank you, sir. 

Not only are there more planes and more frequent flights, but planes 
are now flying at higher altitudes, over longer distances, and at faster 
speeds than last year. These developments mean that weather fore- 

casters must now describe in detail the present and future weather con- 
Gtisns along routes extending over much of the earth’s surface for all 
flight le vels 1 up to 45,000 feet. Last year the Congress provided funds 
for part-year operation of seven high-altitude forecast centers to meet 
jet aircraft requirements for high-altitude weather reports, forecasts. 
and warnings. All of these centers have been commissioned during 
the current fiscal year. 

A comprehensive plan for a weather system in support of all phases 
of aviation- ates business, commercial, and military—was devel- 
oped last year. This plan was based on the recommendations of ex 
perts in all ca ises of the aviation industry. It calls for development 
of aviation weather services to meet current needs and proposes to use 
the latest technological developments to provide for new systems for 
rec ording, hi andling, and disseminating weather reports and forecasts. 
The Bureau’s plan. for strengthening weather services in support of 
aviation has been endorsed by the Federal Aviation Agency, the De- 
partment of Defense, the Air Coordinating Committee, and various 
other aviation organizations. Several have expressed interest in tes- 
tifying before this committee if the committee so desires. 

The 85th Congress recognized the vital part that weather services 
play in air traffic safety and in efficiency of air navigation. Section 
803 of the Federal Aviation Act of 1958 (Public Law 85-726) speci- 
fies the requirements. Great advances are being made in moderniz- 
ing air navigation equipment and related facilities. Strengthening 
of weather service represented in these estimates is a basic component 
of the system designed for the safe and efficient management of the 
airspace. Air tr: affic control instructions to depart, fly, and arrive 
over certain points at specific times and at particular levels must take 
into account the weather encountered in flight. If sudden changes 
in wind and weather occur, the pilot will not be able to carry out the 
instructions received from the air traffic control center. It follows 
then that accuracy in meteorological measurements and in weather 
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observations and forecasts, as well as prompt reports of these ele- 
ments to airmen and air traffic controllers are essential to air safety 
and to the control of both civil and military flights and are important 
factors in determining how, when, and where visual flight rules are 
applicable. 

Specifically, the improvements in aviation weather services that we 
pl: in to m: ake j in 1960 will be ¢ ‘entered 1 in the follow) ing three ac tivities: 

First, restoration of 24-hour service at 13 loc ations and the strength- 
ening of staff at 27 airport weather stations. This will make avail- 
able additional airport weather observations and will provide weather 
briefing services to a much larger number of pilots. 

Second, provision for 2 forecasters on duty (instead of only,1) at 
the 25 major domestic aviation forecast centers. This means that the 
increasing volume of radar and pilot weather reports will be more 
thoroughly and more quickly analyzed and warnings of hazardous 
weather will be issued more promptly day and night. 

Third, the addition of 1 employee each at 54 selected offices to pre- 
pare spec ial aviation weather scripts for continuous broadcasts over 
the FAA’s national network of low- and medium-frequency radio 
ranges. This will make available continuous 24-hour-a-day broad- 
casts of current weather information and will thus provide vital 
weather information to all pilots at outlying airports. 

Our estimates also include funds for the full-year cost of operat- 
ing the high-altitude forecast service which we have started this year, 
and for staff to operate the new weather search radar facilities now 
being installed. Both of these activities will greatly improve the 
services provided aviation. 

Other planned aviation weather services improvements include: 
(2) Procurement of modern upper-air sounding equipment for the 
remaining one-third of the existing network still operating with ob- 
solete equipment; (4) the installation of radar microwave links at 
eight locations to facilitate severe storm surveillance: and (¢) the 
provision of end-of-runway ceiling and visibility-measuring equip- 
ment for 13 instrument landing airports. 

Further items contained in the 1960 budget provide for (a) the 
transfer of the national weather facsimile network from the Air Force 
tothe Weather Bureau and (6) additional cost of operating the three 
research aircraft being leased for the hurricane research project. 

[ would like to call especially to your attention an item for $200,000 
contained in the establishment of meteorological facilities appropria- 
tion request for the procurement of river gaging and prec ipitation 
measuring equipment for our national flood warning services. Very 
little modern equipment for this purpose has been procured in the 1: ast 
several years. This money will provide the Bureau with much needed 
equipment which will in turn provide information to all river forecast 
centers on river stages and precipitation amounts over the watersheds. 
Particularly, in headwater areas, our forecasters need very prompt 
and accurate reports in order to prepare immediate public warnings 
of flash floods. The equipment which we propose to purchase in 1960 
will be an important start toward improving flood warning services 
and extending them to headwater areas. 

In summary, our requirements for 1960 include an_ increase of 
$4,727,000 for the salaries and expenses appropriation and an increase 
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of $3 million for the establishment of meteorological facilities ap- 
propriation. 


The estimates which you have before you describe these and other 
programs in detail. 

We have a few visual aids and other information to answer ques- 
tions in detail. Iam at your disposal as to whether to proceed or to 
start with the questions, sir. 

Mr. Preston. Doctor, we have an investigative report that I want 
to call to your attention and I wonder if there are any questions of a 
purely general nature by the members of the committee on Dr. Reich- 
elderfer’s statement? If you have no questions except of a general 
nature, we will proceed with the contents of the report. 


STATUS OF HIGH-ALTITUDE WEATHER FORECASTING 


Mr. Froop. Dr. Reichelderfer, what do you mean on the first page, 
first paragraph: 


Last year the Congress provided funds for part-year operation of seven high- 
altitude forecast centers. 

I know what “part-year” means, but what does it mean with refer- 
ence to that paragraph, or where are we, or what is going to happen! 

Dr. Retcnetperrer. The program authorized has been implemented 
but, of course, there was lag time in getting it started so that the 
amount allowed in the appropriation last year covered operations for 
only part of the year. 

These facilities are in operation now, and we need an increase over 
the amount allowed for these facilities last. year to annualize their 
operations. 

Mr. Fioop. That is what I meant. But last year we had to twist 
your arm around your neck and we had a lot of trouble with this, but 
now you have adopted it and it is legitimate. 

Now you are asking for funds to go ahead with it? 

Dr. Rercuevperrer. This is correct, sir. 


CURRENT VERSUS FUTURE NEEDS FOR AVIATION WEATHER SERVICE 


Mr. Froop. Then, right below that—this is a good practice because 
it helps. We only see these things for a minute or two. You wnder- 
line the word “current” needs. By underlining that word you point 
out that it has some value. What is the significance of that. in dollars 
and money ? 

Dr. Reicrerperrrr. These aviation needs in particular—and_of 
course this applies also to agriculture and other fields—are changing 
rather rapidly so that what we are requesting now are funds to meet 
the requirements for the current situation. 

Mr. Ftoop. I know, but is that enough? Is that your only job? 
T take for gran‘ed that you know what is going on now, but is not 
the job of the Weather Bureau to do more than what you are doing 
now ? 

That has been the criticism of the Weather Bureau, that you do 
not have a crystal ball. Should you have, or do you, and is that sufli- 
cient to tell us what is going on now? You can look out the window 
and the sun is shining. Well, that is great, and that is a critical 
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need to take care of the shining sun and report back, but do you not 
have more of a job than that ? 

Dr. Retcrenperrer. Well, certainly, we have a very good crystal 
ball so far as planning is concerned. 

Mr. Fioop. I mean Aviation Weather Services. 

Dr. Rercrieiperrer. There is no doubt that in future years there 
will be further requirements, if I understand your question correctly. 
This is your question ¢ 

Mr. Fioop. Can you give me a paragraph now, and then place in 
the record what we may expect in the nature of further requirements 
for Aviaton Weather Services a couple of years ahead? We always 
discuss here what you plan to do with this budget but, then, we like 
to know 2 or 3 years ahead because when we sit down to mark up a 
bill that subject comes up. 

Dr. RercHe.pErFer. This was discussed at some length in the hear- 
ings last year, as you may recall. 

Mr. Fioop. I recall very well. 

Dr. ReicHevperrer. You asked about a 5-year plan, and had a copy 
of the “Design for a Modern National Aviation Weather System” 
at that time. 

Mr. Fioop. That is right, and it is an excellent publication. 

Dr. Retcuevperrer. This is being up-dated and we are trying to 
keep it completely abreast with technological developments. It is 
an orderly plan which visualizes what may be required in the next 
4 years. 

DEFENSE NEEDS FOR AVIATION WEATHER SERVICE 


Mr. Fioop. You say in the last sentence of page 1, and then fin- 
ishing at the top of page 2 where you refer to the different agencies 
including Defense—— 

Mr. REICHELDERFER. Yes, sir. 

Mr. FLoop. You infer or actually state that the Defense people 
are satisfied with what you are doing. Do I understand that to mean 
that the Defense people have declared to you that they are satisfied 
for the fiscal year 1960, beginning July 1, 1959, and extending to 
July 1, 19602 On this type of program, since it is the forecast and 
altitude program, having in mind altitude specifically, then from July 
1, 1960, to July 1, 1961, when this will overlap and at which period 
of time and the year beyond we will be operational with a certain 
type of fighter-interceptor at a certain altitude, are you sure that the 
Defense people are satisfied with 45,000 feet, and what was the last 
day they told you that? 

Dr. RetcHeniperrer. Well, Mr. Flood, I am sure in the absolute 
sense the defense agencies are not fully satisfied with any weather 
service, 

This is a very acute subject with them all the time. 

Mr. Fioop. I am not talking about 100,000 feet. I am not flying 
around with these space boys. I think you understand exactly what 
Tam talking about, and I do not care to state specific speeds, altitude, 
type and the kind of aircraft in the next 2 fiscal years. You should 
know exactly what I am talking about. That is why I say what about 
45,000 feet? This is last year’s story. I am talking about 2 or 3 
years ahead, and I am talking about operational fighter interceptors 
In the 2 fiscal years ahead. 
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At the end of the second fiscal year that I am talking about at 
45,000 feet we will knock them down’ with rocks at that distance. That 
is for the birds. 

Dr. RetcHeLperrer. This is a step in the direction to filling their 
requirements. Their requirements are ahead of the possibilities of 
the science at the present time, to be perfectly straightforward with 
you. 

Mr. Frioop. That is a good answer—that last sentence. I wanted 
to know that. 

Dr. Riche perrer. This is quite true. 

Mr. Fioop. That is a very important answer. 

Then you are indicating that if and when the Department of De- 
fense has requirements for fighter-interceptors at mach IT and III 
beyond 45,000 feet, that aircraft in that operational area at the 
present moment are beyond that state of the art for your job at alti- 
tudes beyond 45,000 feet / 

Dr. Retcnevperrer. For meteorology in general. Now, like all 
general statements, this could be considered as covering too much 
ground—this general statement I just made. It is quite true that in 
general the requirements are be yond the present capac ity, but we have 
groups not only in the Bureau but in the military services and at the 
universities who are endeavoring to develop techniques for higher al- 
titudes and techniques for getting the more accurate measurements 
of jet streams, more accurate measurements of turbulence aloft and 
so on. 

Mr. Froop. May Task you this: 

Now, you cause me some concern. How explicit and how precise 
have been the requests from the Department of Defense, more specifi- 
eally the Air Force, of you as the boss of your shop for this type of 
service between 50,000 and 65,000 feet with aircraft at mach IT or III, 
1,000 miles off the coast, when you are flying a fighter-interceptor at 
mach IIT at 60,000 feet, weather, even a riffle, is awfully important. 
It would tear the mustache off you—the slighest little ripple at that 
speed is it. 

Are they calling you about it ? 

Dr. Retcnenperrer. Yes, sir; this is a subject of frequent discussion 
in the Joint Meteorological Group, and to place it on the record, the 
Air Force wrote us as of March 17, outlining their minimum require- 
ments from the Weather Bureau, and we have a similar letter from 
the FAA dated March 23. This covers the answers to many of the 
questions you have asked. 

Mr. Fioop. Ido not know whether you ought to put it in the record 
in answer to my questions themselves unless you want to put it in. 

Mr. Presron. Is that classified ? 

Dr. Rercrerperrer. Not at all, 

Mr. Froop. All I want to know is this: I have been living with these 
defense agencies long enough to know that they do not think of all 
these things sometimes. If you tell me yes, that this is something we 
are living with and are concerned about, that is the end of that. 

Dr. Rercnenperrer. I can state that very specifically. 

Mr. Froop. But, it is a state-of-the-art problem at certain altitudes 
beyond 45,000 to 65,000 feet, 1,000 miles away, as of this morning. 
Dr. Rercnetperrer. That has not been solved completely. 
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Mr. Fioop. Yes. 

What would be your best horseback opinion, if you can guess about 
such things 3 years from today, on the campuses or whoever is handl- 
ing these problems- 

Dr. Rercnevperrer. As to how close we will be to meeting require- 
ments ¢ 

Mr. Fioop. Yes; at those altitudes and speeds. 

Would it be 2.5 to 3 years? What is an educated guess? 

Dr. Rercuevprrrer. No one is very educated on this p: articular sub- 
ject, Mr. Flood. I can shed some light on it, I believe. One proposal 
to get this information is a project—one of the systems being devel- 
oped by the military services is one which would use reconaissance 
aircraft to launch balloons and other sounding devices from high alti- 
tudes to attempt to get information from all over the hemisphere and 
perhaps all over the globe by this means. 





WEATHER INFORMATION FROM SATELLITES 


Mr. FLoop. Will reconnaissance satellites contribute to this in a 
3-year period ¢ 

Dr. Retcuevperrer. We are confident that they will. 

Mr. Fioop. That is as far as you can go? 

Dr. Reicuerperrer. There are other methods under consideration, 
too. 

Mr. Froop. Well, certainly, a reconnaissance satellite, if and when 
operational, would be a material aid to this specific problem that I 
am posing. 

Dr. RercueLperrer. Very definitely; very much so. 

Mr. Fioop. And within a 3-year period it is within the rule of 
reason / 

Dr, RercHeELDERFER. Yes,sir. We havea little Pp unphlet on our esti- 
mates of the role of meteorological satellites which expresses the pros- 
pects ina few words and with a few diagrams. 


MODERN RIVER AND RAINFALL MEASURING AND REPORTING EQUIPMENT 


Mr. Froop. With reference to these river gages that you want to 
set up, are they the same generation or are they more sophisticated 
than the ones I have on the Susquehanna River above Harrisburg, Pa. ? 

Ma REICHELDERFER. These are more sophisticated. 

. Fioop. They serve the same purpose and the same objective, 
but are more sophistic rated hardware / 

Dr. Rercuetperrer. They are very much more up to date. 

Mr. Froop. Very much ? 

Dr. RercHeLDERFER. Yes, sir. 

Mr. Froop. How much more? 

Dr. Rercuenperrer. They use not only radio but radar devices for 
telemetering observations of rainfall, river stage, and water content 
of snow cover. 

Mr. Fioop. Are you suggesting that there is an \aterial increase in 
the operation and the value of this new hardware as against the exist- 

mg hardware ? 

Dr. Rercur“perrer. Yes, sir. 
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Mr. Frioop. Why would you ask us in the last few years for all the 
money that we gave you to put in these gages with the hardware 
available at that time when you knew or should have known that 
right around the corner is this new family, or do you do this as you 
go along? 

Dr. Reicnevperrer. No; I think we do a good job of trying to esti- 
mate technological developments and not jump the gun, which would 
have led to early obsolescence. 

Mr. Froop. You did not tell us about this last year. 

Dr. Rercnevperrer. I believe we did, sir. 

Mr. Froop. You told us about this sophisticated bird ? 

Dr. Rercnevperrer. Yes, sir. 

Mr. Fioop. No; you did not, and this was in the mill. You did not 
tell me, because I examined you on these gages and I tried to find this 
out and asked you about it, and you told me nothing. 

Now here comes this long-haired gage with lace curtains on it. This 
is the way the Air Force does business. You are not going to pattern 
vourself after them, are you? 

Dr. Retcuetperrer. Not necessarily, sir. 

Mr. Froop. Of course, you do not get the kind of dollar they get, 
either, but that is another problem. 

Dr. RetcHevperFrer. This radar river gage has been under considera- 
tion for many months. I am sure that we told you all the information 
we had available last year. We developed and successfully tested the 
radar beacon device for automatic reporting of rainfall this past year. 
The development of this new gage will not make obsolete all other 
things we have put in. We are putting these at the critical points 
where other type observations are unavailable or ineffective and there 
will be further developments. We have not planned to purchase a 
sufficient number of them for all stations. 

Mr. Froop. Are these attachments or gimmicks or anything which 
will permit you to utilize the very expensive existing hardware on 
river gages which will approximate this kind of thing without 
throwing out the old and putting in the new? 

Dr. Retcuetperrer. This is true. We are not obsoleting equipment 
as a result of the purchase of these. They will enable us to get re- 
ports we don’t get now. 

Mr. Froop. Do you have the next generation in R. & D. in this? 
Is there a next generation immediately ? 

Dr. Retcuenperrer. As far as we can see, this will give us accurate 
reports from remote gages in areas not now covered in seconds or 
minutes and that is the goal. 

I do not see any need for further new designs in river gages. Of 
course, there may be improvements through experience. 

Mr. Foon. In a State the size of Pennsylvania how many of these 
units would you install alone, keeping in mind the size of that State, 
and keeping in mind its relationship to the rest of the country? 

Dr. Rercnecperrer. And the number of rivers, and extending into 
headwaters? 

Mr. Fioop. What would be the total number ? 

Would it be 11, 46, 100, 1,000, or what ? 

Dr. Retcuetperrer. No. It would be less than a hundred, I would 
think. This is just a curbstone guess and it includes a distribution of 
inexpensive gages in support of the new hardware critically located. 
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Mr. Fioop. Well, for my question that is close enough. 
There is just one more question which I have, but I will defer it at 
this time. 
HIGH ALTITUDE WEATHER FORECASTING 


Mr. Preston. Doctor, I do not see any information in this letter 
from the Air Force that specifically answers the question raised by 
Mr. Flood; that is, with reference to the forecasting between 50,000 
and 60,000 feet. 

No footage is used in this letter. It is a general letter about high- 
altitude forecasting. 

Dr. RetcHELperrer. Yes, sir. I do not think they wanted to limit 
it. 

Mr. Froop That is what they mean. 

Mr. Preston. We will insert it in the record at this point. 

(The letter referred to follows:) 


HEADQUARTERS, AIR WEATHER SERVICE, 
MILirARY AIR TRANSPORT SERVICE, 
U.S. Arr Force, 
Scott Air Force Base, Ill., March 17, 1959. 
Dr. F. W. REICHELDERFER, 
Chief, U.S. Weather Bureau, Department of Commerce, 
Washington, D.C. 


DEAR DR. REICHELDERFER: AS you are well aware, the USAF and Air 
Weather Service strongly support the concept that the U.S. Weather Bureau 
should be the agency to bear primary responsibility for and operate those func- 
tions of meteorological service in the United States and its possessions, which 
are common requirements of the several agencies utilizing such services. 

In implementation of this concept, it is appropriate that I should at periodic 
intervals inform you of specific functions operated by the U.S. Weather Bureau 
in which the Air Weather Service and USAF have particularly strong interests 
and on which I feel special emphasis is required. ; 

Accordingly, I am submitting the following four items which I commend to 
your attention at this time: 


1. THE MINIMUM BASIC NETWORK OF UPPER AIR OBSERVATIONS 


Recent improvements in observations of winds, temperatures, relative humidi- 
ties, and the heights to which these data are being obtained are encouraging signs 
that these fundamental observations can keep pace with the growing needs of jet 
aviation. As the Weather Bureau progresses in its program of phasing-in newer 
equipment, the altitude and accuracy requirements of jet aviation appear to be 
within reach, 

The most disturbing matter at this time relates to the frequency of observa- 
tions. The two-thirds of the basic network of Weather Bureau stations which 
still provide only two upper air observations per day toward the ACC/MET 
and JMG approved requirement of four per day, constitute a serious deficiency 
in Air Weather Service capability to fulfill the requirements of the USAF. 
We are limited by this absence of data in production of timely upper wind, 
cloud, and condensation trail forecasts critical to long-range navigation flights, 
aerial refueling operations, practice bombardment runs, and reconnaissance 
missions. Jet fighter operations must have the most timely upper wind fore- 
casts possible to support their system of scrambling, vectoring to targets, and 
recovery navigation to home base. 

I urge you as soon as possible to provide for accomplishment of four observa- 
tions per day at all Weather Bureau upper air stations which form the basic 
network and to continue with the strongest emphasis possible on equipping 
programs designed to improve accuracy and increase altitudes of observation. 


2. CAPACITY OF THE NATIONAL WEATHER FACSIMILE CIRCUIT (1R2) 


Transfer to the Weather Bureau from the USAF of funding and operation 
responsibility for this circuit effective with first quarter of fiscal year 1960 
is certainly consistent with its broad application to the needs of its over 500 
receiving locations supporting civil as well as military users. There is no 
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validity to any inference that the Air Weather Service is any less dependent 
on this basic source of weather information. Quite the reverse is true. In the 
face of manpower reductions, Air Weather Service is committed to the need for 
the centrally produced products the circuit provides; our capability for inde 
pendently producing similar material is nearly eliminated and only emergency 
backup capability remains. f 
In view of the perishability of weather information and the large volume 
required to support full service for military and civil users alike, the need 
for increased circuit capacity and increased speed is ever more pressing. I am 
making every effort to arrange for reequipping Air Weather Service termina- 
tions on this circuit so they will be ready to receive at double their present 
speed. I fully expect this program to be completed within the next year. I 
urge that the U.S. Weather Bureau complete its equipping and long-line engineer. 
ing actions necessary to permit the higher speed operation as soon as possible. 


3. WEATHER WARNINGS TO AIRCRAFT IN FLIGHT 


Structural damage to aircraft due to the hail and excessive turbulence which 
eould be avoided by timely inflight warnings account for hundreds of thousands 
of dollars of needless expense and, we suspect, are major factors in some 
of our otherwise inexplicable crashes. I feel certain the same is true of civil 
aircraft operations. 

The experimental program you initiated in March of 1957 to provide warnings 
to aircraft in flight when hazardous weather situations develop has been eval- 
uated with respect to USAF flying activities and found not only feasible but 
greatly needed. I urge that the Weather Bureau institute as soon as possible 
a fully operational and positive system of warnings to aircraft in flight based on 
the experimental system. The cost of such a program will be small in com- 
parison to the lives and property it will protect. 


4. DISSEMINATION OF LANDING WEATHER OBSERVATIONS 


The U.S. Air Force has become nearly completely converted to jet aircraft with 
their critical operating characteristics of high fuel consumption at other than 
very high altitudes. The need to provide up-to-the-minute observations of land- 
ing conditions to support diversion or penetration decisions prior to letdown has 
become greatly expanded to include not only our USAF bases but also civil air- 
ports at which military aircraft are based and/or to which flights may be di- 
verted in poor weather. I consider the service A conversion to higher speed 
transmission an immediate requirement and the FAA automatic data _ inter- 
change system has my fullest support. Only with these or more advanced systems 
can we cope with the needs of jet aviation. 

Although there are many other functional areas for which the U.S. Weather 
Bureau is responsible and on which the Air Weather Service is greatly dependent, 
the four which I have mentioned are the most pressing at this time. If I or my 
staff can be of any assistance to you in pursuing the means of fulfilling these 
needs, please don’t fail to call on me. 

Sincerely yours, 
H. H. Bassett, 
Major General, U.S, Air Force Commander. 





FEDERAL AVIATION AGENCY, 
Washington, D.C., March 28, 1959. 
Hon. Lewis L. STRAUSS, 
Secretary of Commerce, Washington, D.C. 

Tear Mr. Secretary: In accordance with section 310 of the Federal Aviation 
Act of 1958, the Federal Aviation Agency is submitting its recommendations as 
to the immediate requirements for meteorological services necessary for the safe 
and efficient movement of aircraft in air commerce. In the near future, a more 
complete set of requirements will be presented reflecting the needs of the future. 

Weather support to the Federal Airway System is one of the areas of para- 
mount interest and importance. The support of the U.S. Weather Bureau in 
meeting the requirements of air commerce in the past has materially contributed 
to the growth of the aviation industry. With the advent of the “jet age” and 
the past and predicted growth of aviation, many new meteorological problems will 
arise and the Weather Bureau must play a dynamic role in their resolution. 
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The Federal Aviation Agency reaffirms the general requirements for aviation 
Ny eather service set forth in the Civil Aeronautics Administration’s letter to the 
U.S. Weather Bureau, dated January 9, 1958. This Agency further endorses the 
W eather Bureau plan for modernizing the national aviation weather system, as 
published in the U.S. Weather Bureau plan entitled “Design for a Modern Na- 
tional Aviation Weather System,” dated March 1958. However, there are many 
areas of the plan which need accelerating to meet the immediate needs for 
weather observations, forecasts, warnings, and advisory service within the next 
8to4 years. These areas are described in the enclosure to this letter. 

The Federal Aviation Agency pledges its support in accomplishing these 
objectives. 

Sincerely yours, 
E. R. QuESADA, Administrator. 


IMMEDIATE REQUIREMENTS OF FEDERAL AVIATION AGENCY FOR AVIATION WEATHER 
SERVICE IN SUPPORT OF THE FEDERAL AIRWAY SYSTEM 


1. By the end of calendar year 1960, 215 airports will be equipped with instru- 
ment landing systems. It is essential that these systems be supported by auto- 
matic, continuous, and representative observations of the type provided by the 
Weather Bureau airport observing system at Newark Airport and a number of 
others. This includes the reporting of runway visual range along the instrument 
runways and cloud height in the approach zones, in addition to winds and 
temperature from a location which is representative of the runway complex. 

2. The availability of weather information, particularly in the preflight stages, 
for general aviation has been a neglected area for some time. The Weather 
sureau plans to expand the dissemination of observations and forecasts for this 
facet of aviation should be accelerated; particularly, the plan to provide fore- 
casts, warning, and observations by recorded telephone answering devices and 
providing this information for broadcast over the 8&7 L/MF facilities now 
programed. The Federal Aviation Agency plans to accelerate the production 
and installation of the necessary transcribing equipment so that this program 
can be completed by the end of calendar year 1960. It is important that preflight 
services be available for general aviation at all airports feeding a significant 
amount of traffic into the system. 

3. Warnings of unexpected severe weather to aircraft in flight and to the 
operators of the control system are vital to flight safety and to the efficient 
management of the airspace. At the present time, this service is available on 
a limited scale from the Weather Bureau Flight Advisory Weather Service 
offices. However, these offices should be expanded in scope so that they can 
maintain a continuous watch on the weather and immediately issue warnings 
of unexpected occurrences of areas of severe turbulence, icing, widespread areas 
of low ceilings and visibility and other forms of hazardous weather which make 
large areas of the airspaces hazardous or unusable. 

1. Observations of the wind fields aloft which are truly representative of the 
instantaneous wind structure up to 45,000 feet are an immediate requirement. 
The information made available today is too infrequent and the distribution of 
stations is not adequate to meet the precise requirements of flight planning. In 
the traffic control system, it is essential that the estimated time of arrival over 
specific fixes be accurate within 2 minutes. This is particularly true for those 
fixes which are gateways to high-density control areas. It is essential that the 
upper air network be expanded both in quality and frequency to meet this critical 
requirement. The requirement for more information on the upper wind is even 
more important over the Atlantic and Pacific Oceans in approaches to the con- 
tinental United States and along international routes. 


INVESTIGATIVE REPORT 


Mr. Preston. Now, Doctor, I would like to question you about this 
report of investigation made by the staff of the Appropriations Com- 
mittee, and in order that we not consume a disproportionate amount 
of time on this report, the chairman will not yield to any other com- 
mittee member during the discussion of this report. 
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If your information is limited in some areas and you wish to sup- 
plement your comments by a further statement in the record, you 
would be permitted to do so. 

Dr. RetcHevperFer. Thank you, Mr. Chairman. 

Mr. Preston. In fact, we will be glad to have your comments on 
any of the criticisms contained in this report. It is the intent of the 
committee to be eminently fair about the discussion of the report, and 
expect you to be given ample time to put forth your position on the 
criticisms. They are not complicated, however, and I think you can 
discuss them without much difficulty. 


CONSOLIDATION OF GOVERNMENT WEATHER SERVICES 


At the outset I would like to read item II in the summary in the 
table of contents found on page i: 

The Weather Bureau budget has increased from $6 million in 1940 to $45 mil- 
lion in 1959. The total budget has doubled since 1955. In addition to Weather 


Bureau expenditures of $45 million, the Air Force will spend $60 million, and 
the Navy $20 million in 1959. 


Now, this, of course, immediately brings to mind the question of 
whether the weather operations of these separate branches of the Gov- 
ernment could not to some extent be consolidated, thereby eliminat- 
ing some of the cost and perhaps duplication. Do you think it could 
be done? 

The Air Force will spend $60 million, $15 million more than the 
Weather Bureau. 

Dr. Retcueiperrer. And this figure does not include their salaries 
for military personnel. Salaries are the principal cost of the opera- 
tion of the Weather Bureau. 

Your question, Mr. Chairman, is: Could the meteorological services 
be operated in general more efficiently and at less cost? I am sure 
they could be. How much, is the problem; that is, whether the offset- 
ting economies would be enough to offset the disadvantages of con- 
solidation. I think there is evidence that the economies would not be 
sufficiently large to justify the disadvantages. Now, I will show what 
I mean by that. 

In most. countries the meteorological services are under one agency. 
In this country we have for two or three decades operated under the 
philosophy that the basic meteorological service, the weather observa- 
tions and the general forecasting, should be made by one agency, the 
Weather Bureau—the National Meteorological Service—but for the 
military services particularly where weather information in time of 
war is especially vital to the security of the Nation a consolidated 
service may not be best. There are innumerable examples of how im- 
portant weather information is to military operations. 

Because of this, it is our belief that the best possible meteorological 
services for the military departments is obtained by having their own 
specialized units. Now, we try very hard to avoid wasteful dupli- 
cation. The common services, the observations, the preparation of 
common maps and so forth, are done by joint effort, or by the Weather 
Bureau alone. The military services use these products. In the 
interpretation and application—that is, the forecasting—the milita 
services have their units operate right with the operating forces oa 
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in effect, they live with the military problem. They speak the same. 
language and they know the people they serve, and they have all of 
the advantages presumably of the relationship of « personal physician 
to his patient as distinguished from some general broadcast of medical 
advice. 

This overdraws it a bit but it is the basis for operating the way 
they do. 

PRESENT COORDINATION FOR WEATHER SERVICES 


The Joint Meteorological Group, under the Joint Chiefs of Staff, 
is constantly at work with monthly meetings and sometimes more 
frequently to ferret out wasteful practices, duplication and unneces- 
sary stations in order to curtail that waste and use those funds to fill 
the gaps in the network of observations that always exist in meteor- 
ology. 

The civilian coordinating group has been the Subcommittee on 
Aviation Meteorology of the Air Coordinating Committee. There 
are some changes likely to take place in that as a result of the Federal 
Aviation Agency. 

So, in general, I think we are operating under the best plans to 
provide the service that the military arms need in critical times when 
weather information may be a matter of survival or nonsurvival of 
the country, and this is literally true. 

History shows it. 

Mr, Preston. Well, of course, this is a subject which could be dis- 
cussed at tremendous length, and I am sure that there is a way cer- 
tainly in the domestic operation for the military to better merge or 
combine our weather services. 

When it comes to operations abroad, that is another matter in the 
military, and I would not suggest that the Weather Bureau under- 
take to furnish weather services for our forces abroad, but that is 
something that would have to be explored in due time. 


BUDGETING FOR SPECIAL WEATHER SERVICES 


The first subject under the heading of “Cost of Weather Service”, 


= I just read the first paragraph, is subheading A., and reads as 
ollows: 


Support FOR SPECIAL SERVICES 


Budgeting fur special weather services among Government agencies is incon- 
Sistent. Some special weather services are paid for by the agencies requesting 
the service while other special services are provided with Weather Bureau funds. 
Half of the Weather Bureau work is devoted to aviation and agriculture. It 
would be consistent with sound management principles for the Federal Aviation 


aes and the Department of Agriculture to budget for the Federal share of 
Such cost. 


Do you agree with that recommendation ? 
Dr. Retcneiperrer. It involves a number of questions. We cer- 
tainly would not object to it if it would make our problems easier. 


JUSTIFICATION FOR INCREASED STAFF IN 1960 


Mr. Preston. Reading further under section B, there is the 
following: / 
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NEW BUDGET ITEMS 


The fiscal year 1960 request includes funds for a total personnel increase of 
338. This staff considers the request for additional personnel unnecessary and 
believes a gradual reduction in personnel during the next few years is possible. 

I hardly need to ask you the answer to that question. 

Dr. ReicHeLperFer. I cannot imagine where figures of that kind to 
justify reduction in staff could have been found. 

Mr. Preston. Well, they have 338 out of the budget. 

Dr. RercHevperrer. Yes, but I mean the reduction. The figure is 
315, [ believe, in the budget. 

Mr. Guerrer. It is fairly close to right. 

Dr. RercHevperrer. Mr. Chairman, this is surprising. Workload 
studies have been made of Weather Bureau operations and it seems 
to us and to others who are familiar with the Aviation Weather Serv- 
ice problems and the service to agriculture that we are by comparison 
very much understaffed. 

I think we can furnish some concrete evidence that this is not 
merely a subjective statement on my part but that there are plenty of 
reasons for the increase that we have requested. 


TRANSCRIBED AVIATION WEATHER BROADCASTS 


Mr. Preston. Let us take up some of the subitems under this cate- 
gory of the new budget items. 

1. Aviation weather broadcasts: The request for 54 forecasters to prepare 
weather information for broadcast over FAA radio stations is not justified. 
Data developed indicate that agency personnel can prepare the same broadcasts. 
The reduction in workload in Weather Bureau offices resulting from FAA 
broadcasts should more than offset the time of the 54 forecasters requested. 

Dr. RetcHevperFer. This is simply astounding. 

Mr. Preston. Let us see. Would there be any reduction in the 
workload in Weather Bureau offices resulting from FAA broadcasts! 

Dr. RetcHeLperrer. No, sir. We have to furnish the information 
for the broadcasts. The broadcasts cannot be made without the in- 
formation we are asked to furnish, and the reason we do not have the 
broadcasts now is that our personnel are unable to furnish the infor- 
mation required. This is one reason. 

Mr. Preston. So, you do not agree with that observation ? 

Dr. Reicuevperrer. No, sir. I am sorry, but I cannot see any justi- 
fication for that conclusion at all. 


WARNINGS OF HAZARDOUS WEATHER TO AIRCRAFT IN FLIGHT 


Mr. Preston. Reading further from the report: 


2. Flash advisory programs: The staff considers the need for 80 additional 
forecasters for the flash advisory program unjustified. This program has beet 
in operation for 2 years with existing personnel. Information developed reveals 


that only a small number of these advisories are issued, and the present fore | 


casters can readily absorb this workload. 


— - 


Dr. RetcHevperrerR. This service was started at the very urgent Ie | 


quest of the Air Force, and to some extent the Navy, 2 or 3 years 
ago. They asked us to undertake it with the staff we had, and we did 
undertake it. They have repeatedly pointed out that the service has 
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now passed the experimental stage and that it is so valuable they 
would like to have it in complete operation. 

The reason it is not in complete operation and that there are only 
so few flash advisories issued is that the forecasting staff cannot keep 
up with the changes in weather. 

I am really quite surprised at that conclusion, because, let me il- 
lustrate : 

We are passing from the stage where aviation forecasts and aviation 
advices can be of the nature of weather forecasts that you read in 
the paper or hear over the radio, such as “Increasing cloudiness, with 
scattered thunderstorms and some local hailstorms this afternoon and 
tonight.” This is a general forecast. The pilot does not know when 
the hailstorms will strike nor where they will strike. So, he cannot 
use that information for navigation. If he wants to be perfectly safe, 
he will just stay out of the area. The radar and other developments 
enable us to see where and when such severe storms are about to strike. 
We have, for example, in the Air Force letter the statement that— 
the delay in implementing and putting into full effect this experimental service 
results in structural damage to aircraft due to hail and successive turbulence 
which could be avoided by timely inflight warnings. This accounts for hundreds 
of thousands of dollars of needless expense, and we suspect are major factors 
in some of our otherwise inexplicable crashes. 

Mr. Preston. How many people do you have in the limited pro- 
gram now ¢ 

Dr. Reicnevperrer. They do this as part-time, additional work, in 
addition to their regular forecasting duties. 

What is an estimate of the amount of time devoted to this, Mr. 
Gleiter. 

Mr. Guerrer. Mr. Chairman, we did not add any people to the 
Aviation Forecasting Center staffs when the experimental program 
was started. We just asked them to do this.on a trial basis. 

Mr. Preston. Do you have any idea how many advisories you have 
issued, and how long this has been going on ? 

Mr. Guerrer. It has been going on since March 1957, and on the 
average, I have some figures here and they run as high as one every 
2 hours in bad weather conditions. 

Dr. Retcuetperrer. This illustrates the problem, Mr. Chairman: 
Here is a series of photographs of the radar scope views during the 
development. of a tornado. ns of course, a tornado is an extreme 
illustration. Nobody will argue that an aircraft pilot can disregard 
atornado, When the warnings are of a general nature, simply saying 
that a tornado will occur somewhere within the State of Kansas 
this afternoon, either an aircraft. runs great risk by going ahead under 
cloudy conditions, without knowing where tornadoes are developing, 
or aircraft detour far or stay on the ground and flight schedules are 
disrupted. 
_ This serves to show you how this kind of flash storm advisory serv- 
ice takes the full attention of a forecaster without doing anything else 
when storms are bad. He cannot look at the other factors in a com- 
plex and changing weather analysis or reply to pilots of other planes 
when he is looking after this. Do you see this little hook in the 
photograph ? . 

Mr. Preston. Yes, sir. 
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Dr. Retcuetperrer. That is the tornado. Over the period of a 
very few minutes it moves from this [indicating] location to the 
northeastward. You see it changing and dissipating and there it is 
here in this little hole in the next picture in this series. 

Now, in this next picture it is lost. The tornado has ceased. Well, 
now, this flash advisory weather service tells when and where such 
things develop. Aircraft steer clear of that particular point, but 
traffic is not disrupted as it would be if there were no information— 
definite information—about the time and place of the severe weather, 

This example is repeated time and again day after day through- 
out the year in one part of the country or another; not always in the 
form of tornadoes, necessarily, but in the form of severe hailstorms, 
fog, or other conditions that are hazards to aircraft. 

So, we have reached the place in aviation where the general service 
must be replaced by a specific service, and this is what we do in the 
flash advisory weather service. 


RADAR WEATHER WARNINGS 


Mr. Preston. Continuing reading from the report: 


3. Radar observers. The request for 82 additional employees to staff the new 
WSR-57 radars is not believed to be justified. The 75 positions previously au- 
thorized should provide adequate employees for this program. 

Dr. RercHevperFer. We would certainly welcome someone who 
could show us how it can be done without additional staff. We have 
tried over and over again to have adequate coverage in the radar serv- 
ice with the staff that we have, but the fact remains that the radars 
at times are simply not manned, because we do not have staff to man 
them all of the time. It takes five employees to man one set con- 
tinuously 24 hours a day, 7 days a week. 

Mr. Preston. What does “WSR” mean? 

Dr. Reicnetperrer. Weather surveillance radar. 

Mr. Preston. How many of these are you operating at the present 
time? 

Mr. Grerrer. May I give the answer to that, Mr. Chairman? 

Mr. Preston. Why, surely. You are here for that purpose. 

Mr. Grerrer. You provided funds in last year’s appropriation to 
staff and operate 15. This involves five radar meteorologists at each 
of these 15 locations. That is 75 positions. This current fiscal year 
we are asking for 82. This will take care of the additional 16 that 
are in the process of being installed, 5 at each, which takes 80 radar 
operators plus 2 supervisory people. 

Mr. Preston. Do you maintain five people at each radar site? 

Mr. Guerrer. Yes, sir. 

Mr. Preston. And, last year we installed 15? 

Mr. Guerrer. Yes, sir; and this year we will install the other 16, 
for a total of 31 radars. 

Mr. Preston. And these are widely separated ? 

Dr. Rercnerperrer. Yes, sir; we have them in “tornado alley,” and 
along the coast where hurricanes threaten. You can see that they are 
concentrated with a good coverage down through here [indicating on 
map], and then along the coast where hurricanes will occur. 

Mr. Preston. Are they manned all the time, 24 hours a day? 
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Dr. ReicHe.tperrer. They should be manned all the time. This is 
what we want to do with the additional personnel. 

Mr. Preston. Are they manned all the time? 

Dr. RetcHELDERFER. Not now; no, sir. 

Mr. Guerrer. The 16 are not installed yet but will be during fiscal 
year 1960. 

Mr. Preston. Doctor, you are not asking for the people for the 
16 new ones; are you ? 

Mr. Guerrer. We are in fiscal year 1960. The remaining 16 will be 
installed in fiscal year 1960. 

Mr. Preston. You just told me that 80 people were to man the addi- 
tions to all 16 radars. 

Mr. Guerrer. That is right. 

Mr. Preston. And you have 15 now which have already been in- 
stalled ? 

Mr. Guerrer. They are in the process right now. 

Mr. Preston. They are not actually installed yet ? 

Mr. Guerrer. The first one is going into Miami and will be com- 
missioned in June. 

Mr. Preston. The first of the 15? 

Mr. Guerrer. Yes, sir. 

Mr. Preston. In June? 

Mr. Guerrer. Yes, sir. 

Mr. Preston. We gave you 75 people, though. 

Mr. Grerrer. Those 75 people are being hired. Some of them are 
still going to be hired by the end of this fiscal year. We have to 
put them in a training school for a month and get them out on the 
station for some training. 

Mr. Preston. How many do you have employed of the 75 now? 

Mr. Guerrer. The latest figures showed about 60, leaving 15 to be 
hired by June 30. 

Mr. Preston. Can you man the five other radars 24 hours a day? 

Dr. Retcueiperrer. Yes, sir; with the 82 new positions being re- 
quested in fiscal year 1960. This stretches them as much as possible. 
We showed a chart last year showing how that works at a five-man 
station. I would like to add, Mr. Chairman, that our staff—the 
Weather Bureau staffing—with the same general type of job as is 
done by other agencies, for example, like the military, is below theirs, 
which in itself shows that we are stretching our personnel as far a. 
we van. 


RESTORATION OF SERVICE AT AIRPORT WEATHER STATIONS 


Mr. Preston. Let us take the next item from the report: 


4. Personnel for restoration of service: The request for 52 additional observer 
and forecaster positions to restore 24-hour service and fill vacancies is believed 
unnecessary. The Weather Bureau should be able to provide necessary services 
with existing employees. 


Do you agree with that ? 

Dr. Retcueiperrer. It is utterly absurd. How do you stretch two 
men or four men to give a 24-hour service, which is the purpose? 
No; I see no basis for that conclusion at all, I am sorry to say. 
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(Norr.—The following was subsequently furnished for the record :) 


Simple calculation shows that five employees are required to cover 168 hours 
each week and provide for leave and to meet staffing emergencies. 


MICROWAVE LINKS FOR WEATHER SURVEILLANCE RADAR 


Mr. Preston. Let us read item No, 5: 


5. Auxiliary radar microwave equipment: The request for $394,960 to pur- 
chase microwave equipment to provide added scopes for the new radars is not 
believed justified at this time. Radar observers should be able to inform other 
offices in the area of significant weather observed on the radars. 

Dr. Retcuevperrer. I wonder how ? 

Mr. Preston. Well, you comment on this, Doctor. You are the 
specialist. 

Dr. Rercue vperrer. Well, when the radarscope cannot be instalied 
right at the point where the forecaster is operating with his maps 
and with his other observations, then it is necessary to bring in the 
radar information by telemeter or microwave so that he will have 
the information and the picture right before him. 

Here on this chart are the cases where it is impossible to install 
the radars right at the place where the forecasters are: In New York, 
Cincinnati, Detroit, Miami, Kansas City, St. Louis, Fort Worth, and 
New Orleans. 

As you see by the diagrams in the pictures, it is necessary, for ex- 
ample, in New Orleans to get the information from the radar which 
is installed at the airport to the forecasting office in downtown New 
Orleans. 

Mr. Preston. So, you added a new scope there ? 

Dr. RercHevperFer. We would have a repeater scope at the down- 
town office with the information transmitted by microwave from the 
antenna at the airport. 


AUTOMATIC CLOUD HEIGHT AND VISIBILITY MEASURING AND COMPUTING 
EQUIPMENT 


Mr. Preston. We shall proceed now to item 6: 


6. Cloud height and slant-range visibility equipment: An increase of $520,360 
has been requested to measure and compute cloud height and slant-range visi- 
bility conditions at airports. This actually becomes a part of the instrument- 
landing system of the FAA, and it is believed that consideration should be 
given to having FAA budget for such equipment. 

Dr. RetcuHeiperrer. We discussed this, and there is no basic reason 
why it should not be done that way. It seems more logical for the 
Weather Bureau to justify it because we operate it and it is for the 
puspeee of measuring a meteorological condition and forms the basis 
of short period forecasts. It ties in much more closely with our op- 


eration than if it is budgeted for by another agency. 
Mr. Preston. It is never operated by the FAA people at all? 
Dr. Rercuevperrer. No, sir; it is operated by the Weather Bureau. 
This has been a Weather Bureau development and it has been natural 
for us to budget for it. It is a requirement which the FAA has em- 
phasized very, very much. 
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ORGANIZATION OF THE WEATHER BUREAU 


Mr. Preston. Now, we shall proceed to title III, organization: 


The Weather Bureau has apparently failed to keep abreast of the new tech- 
niques in management and administration. It is believed that the organizational 
structure should be reevaluated and significant changes made. 

Then, under subsection A, administrative direction, there is the 
following: 

There are too many operations reporting directly to the Chief of the Bureau for 
effective administration. 

What is your comment on that? 

Dr. RetcHevperrer. This is an old story. 

Mr. Preston. You have your hand on too many strings down there. 

Dr, Rercnerperrer. No, sir; I do not think so. The various 
branches are delegated quite extensively. Meteorology is somewhat 
unique. I suppose it is common for anyone who is answering ques- 
tions of this kind to claim that his organization is a unique creature, 
but if you study it, you will find that a high degree of coordination 
and centralization are nec essary in certain branches of meteorology 
because you are dealing with conditions over a very large area where 
operations and me: :surements have to be uniform.’ You can get uni- 
formity only by centralization, only by coordination, which means 
centralization. In many other respects the Weather Bureau is highly 
decentralized. We have planned these aspects carefully. 

(The following was subsequently furnished for the record :) 


STATEMENT REGARDING DELEGATION AND DECENTRALIZATION 


As an indication of the extent decisionmaking is delegated or carried on at 
levels below that of the Chief of Bureau, the following analysis shows signatures 
of all correspondence (approximately 3,000 letters monthly) originating in the 
headquarters office: 

A. Chief of Bureau: 6 percent. (Of this total 4 percent were addressed to 
members of Congress, heads of other agencies of Government, directors of me- 
teorological services of foreign countries, and other where protocol dictated 
signature of Chief of Bureau. The remaining 2 percent covered subject matter 
related to bureauwide policy on technical programs. 

B. Deputy and Assistant Chief level: 6 percent. 

©. Division Chief level and below : 88 percent. 

In the field, regional and district offices make more than 98 percent of the 
day-to-day decisions regarding established operating programs and refer only 
those subjects where Bureauwide program and policies are in question or doubt 
to the central office with their recommendations for final decision. 


Dr. Retcueiperrer. Now I think it is correct to state the Weather 
Bureau has been among the foremost in seeking management surveys 
and management advice. We have had the benefit of outside surveys 
a number of times, and I would say that far from being backw ard, 
we have been in the forefront. In fact, we have comments by some 
of the Bureau of the Budget officials and some of the C ivil Service 
Commission officials to the ‘effect that we have done more in our man- 
agement improvement program than many agencies have done. I 
think that those who made the conclusion th: at you quoted may not 
have gotten a full grasp of how meteorological operations differ ‘from 
the operations of post offices, for example, or many industries where 
standaridization is not nearly so important and where all you need 
to do is to be sure the local public gets what it wants and needs. 
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Mr. Preston. Reading further, under “B. Standardization of pro- 
grams,” is the following: 

There is a lack of standardization of services being provided by different 
offices. 

Dr. Retcuetperrer. We have standardized to a considerable extent, 
I understand this point refers to standardization of local weather 
services rather than to the national and international system of re- 
ports to which we have just referred. We have found in the man- 
agement surveys that management investigators would be much hap- 
pier if every station did the same thing. But local requirements are 
different and our services are designed to serve also the individual, 
local requirements, and these differ from Cincinnati to Indianapolis 
and from Indianapolis to Sacramento and so on. There is no need 
for more standardization when examined from the point of view 
that our purpose is to serve the most important requirements of the 
public in the individual locality. 

Mr. Preston. Reading further: 

C. Planning of programs: There is need for strengthening the planning func- 
tion in the Weather Bureau. Programs are not critically reevaluated to deter- 
mine whether they should be continued ; new programs have not been objectively 
evaluated prior to requesting funds to establish them. 

Dr. Retcuevperrer. This is surprising, also. We give a great deal 
of attention to program planning. We have an Assistant Chief for 
Program Planning and we review and review before making pro- 
posals for new programs. 

Mr. Preston. You disagree with that comment ? 
Dr. Retcuetperrer. I am sorry to say that I must disagree with it. 


GENERAL WEATHER SERVICES 
Mr. Preston. Reading further: 
IV. GENERAL WEATHER SERVICES 


The existence of a Weather Bureau facility in a community no longer assures 
for that community a more accurate forecast than a community not having a 
weather facility. 


Dr. Retcueiperrer. Then, is the conclusion that Weather Bureau 
offices are not needed ? 


Mr. Preston. That is the conclusion reached by the staff investiga- 


tor—not to abolish it. Let us go to the next paragraph. 
Dr. Reicnevperrer. I think I can speak to that, sir. 


CRITERIA FOR ESTABLISHMENT OF WEATHER BUREAU OFFICES 


Mr. Preston. I think, perhaps, if we read further under this head- 
ing we will see what he means: 


The only existing criteria for establishment of Weather Bureau offices are 
based on aviation requirements. 

Dr. ReicHeLpErFER. No, sir. 

Mr. Preston. That is not true? 

Dr. Re1cHeLperFEr. No, sir; that is not true. We take into account 
other requirements of the community. 
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Mr. Preston. Reading further: 


These criteria have not been used to determine the necessity for continuing 
existing offices. Thirty-two offices do not meet existing criteria. Although the 
office at Sandusky, Ohio, was not considered justified within existing funds, it 
was continued and expanded because of public interest and demand for service. 

Dr. Retcnenperrer. After all, we serve the public, and when we 
tried to discontinue Sandusky, we found that the service there for 
small craft on the lakes in Sandusky Bay, I believe it is, was such 
that there seemed to be justification to continue a small station. The 
station also serves agriculture. We constantly seek and probe the 
weak spots, and points where we think there are weak spots, and en- 
deavor to cut back. This is evidenced by the fact that we have cut 
back the number of stations over the years to keep our whole system 
right up to date and in line with present technology and present com- 
munications and present forecasting capabilities. 

I think I can speak specifically to the point that was made earlier 
about service not being more accurate locally, if there is an office in 
the locality. We have used this statement ourselves in trying to con- 
vince chambers of commerce that they did not need a local weather 
station, because, in general, a forecast for a locality can be made from 
a forecast center some little distance away. 

Now this holds for the general forecast that you read in the news- 
paper or hear over the radio, but when it comes to measurement of tem- 
peratures and accurate forecasting of frost, for example, or minimum 
temperatures at the particular location, then the local weather station 
isadvantageous. It provides direct personal knowledge for the local- 
ity. So it is not a question that can be answered by simply yes or no. 


DEVIATIONS FROM POLICY 


Mr. Preston. Reading further: 


B. Services not provided: There is a lack of consistency in the service pro- 
vided by Weather Bureau offices. Although the Weather Bureau has a basic 
policy of preparing weather information and making is available for mass dis- 
semination, there are many deviations from this policy. 

Dr. Retcuevperrer. I think there are no deviations from the policy, 
but there may be deviations in its application simply by virtue of the 
fact that the capabilities of our personnel at different offices are dif- 
ferent. Certainly, the policy is the same throughout and we do our 
best to have it applied uniformly throughout the services. 


DAILY WEATHER AND RIVER BULLETINS 


Mr. Preston. Now, reading item 1 under section B, there is the 
following: 

1. Daily weather and river bulletins: Although there is a general policy to 
discourage publication of these bulletins, about a dozen offices continue to pub- 
lish them. 

Are they useful ? 

Mr. RetcueLperrer. Yes. These were more numerous years ago, 
but as an economy measure and because of new communications chan- 
nels, we have discontinued these bulletins at many places. In some 
cases they are still needed for a particular use. Perhaps, the Corps of 
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Engineers or other interests which are different in one locality from 
what they are in another, find special use for the bulletins, and in these 
cases where there has been very strong objection to their discontinu- 
ance we have continued them. After all, this is what we should do 
because we are there to serve the public and if there is public pressure 
and evidence of public need for service, then we should not discon- 
tinue the bulletins. 


DIRECT RADIO BROADCASTS 


Mr. Preston. Reading further from the report : 

2. Direct radio broadcasts: More than 200 offices make direct weather broad- 
casts over commercial radio stations, but the policy is not to expand this service 
to other offices. It is believed that economy in the use of manpower could be 
achieved if the Weather Bureau adopted a uniform policy of not engaging in 
direct radio broadcasts for routine weather reports. 

Mr. Reicuriperrer. It seems to me this is a testimonial to the 
vitality of our policies. We discontinued these broadcasts wherever 
there are better ways of dissimination of weather forecasts, but there 
are many small stations in the farming areas where there is no private 
meteorologist to make the broadcasts. They do not have local consult- 
ing meteorologists as is true in the big cities where they have weather 
broadcasters. That is not our case. 

Some of the small radio stations simply could not give the weather 
service to the public if the microphone were not located right in the 
Weather Bureau office where the forecaster as part of his duty pro- 
vides the information as a direct broadcast. In no case do we do this 
where private commercial interests are available to do the job, and I 
believe this is good policy. 

Mr. Preston. If there is a radio station in the community, that 
radio station could do it, could it not ? 

Dr. Retcnevperrer. In every case these are commercial radio sta- 
tions. The Bureau has none of our own. 

Mr. Preston. I realize that. 

Dr. Retcuevperrer. The radio station may not have a weather 
commentator. 

Mr. Preston. You have a dise jockey, for example, and that is all 
they do now in those small stations? 

Dr. Rercurevperrer. He gets the information from the Bureau. 

Mr. Preston. From the Weather Bureau and does the broadcasting 
instead of your man. 

How do your people do it, over the telephone ? 

Dr. Rercnetperrer. Weather information is so important for farm- 
ing and other business activities that microphones are installed at local 
radio station expense, not at Weather Bureau expense. Instead of 
having to relay and lose context by the relay, the Weather Bureau 
forecaster simply makes his report directly to the public over the 
microphone. 

(The following was subsequently furnished for the record :) 


In any case the source of information for weather broadcasts is the Weather 
Bureau. The radio or television station must get their weather information 
from the Bureau by phone, teletype, messenger or other means, and the reports 
must be prepared for use by radio and press in a Weather Bureau office. Nor- 
mally, it takes less time for a forecaster to broadcast the weather information 
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directly by microphone in the Bureau office that it takes to brief another party 
sufficiently for him to give a true picture of weather conditions. So direct 
proadcasts from Weather Bureau offices are timesavers, not time consumers. 
Moreover, the direct broadcasts are often more factual and authentic than are 
broadcasts given primarily for entertainment by channels that do not employ an 
experienced meteorologist. 

Mr. Preston. How many times a day? 

Dr. RercHe perFrer. We have it limited. The service demands were 
such that at one time some stations made as many as 6, 7, 8, or 10 
broadcasts. With the general limit now, there should not be more 
than three or four broadcasts a day by an individual Weather Bureau 
station. 

Mr. Guerrer. Mr. Chairman, it actually takes less time for our 
forecaster to talk for three minutes over the microphone than it would 
if he talked over the telephone to the radio announcer and briefed him 
on all the weather conditions that might affect that area. Such brief- 
ing would take 15 or 20 minutes. We are doing this as a timesaving 
device. 

Mr. Preston. But you do not do it in all offices. 

How do you do it when a radio commentator does the job? 

Dr. RercHevperrer. As we do here in Washington. The radio com- 
mentator either picks up copies of weather maps and draws his own 
conclusions or telephones the Weather Bureau and gets a briefing. 
This takes more time but in places where the radio stations and the 
TV stations want to make a feature, a sort of an entertainment feature, 
we provide a briefing over the telephone when they call. This is 
private business; not public business. Some of them get it by teletype 
insome places. We have teletype loops that furnish the information. 


AUTOMATIC TELEPHONE WEATHER FORECAST SERVICE 


Mr. Preston. 3. Automatic telephone weather forecast service 
(Weather-1212). 

This service is provided by the telephone company in only 11 cities where 
telephone subscribers’ charges are determined by the number of calls made. 
It is estimated that the telephone company investment in this service at Wash- 
ington, D.C., is close to a million dollars, and it does not appear desirable for 
the Weather Bureau to provide such service at its own expense. 

Dr. Retcuetperrer. What expense ? 

Mr. Preston. Doctor, when we pick up the telephone and dial WE- 
1212, whose voice comes on ? 

Dr. RercHevperFer. A telephone employee’s voice. 

Mr. Preston. From a record ? 

Dr. RetcHevperFer. Yes, that is right; from a magnetic tape. 

Mr. Preston. Does this service rendered by the telephone company 
cost the Weather Bureau any additional money ? 

Dr. RetcnHevperrer. None whatsoever. It is one of the finest ex- 
amples of public service I know. In some localities the telephone 
company makes money but in Washington this service may not pay 
for itself because most of the telephones are on a flat subscriber rate. 
The telephone company provides teletype transmitters in the Weather 
Bureau Office and we simply put the forecast on this transmitter. It 
Is quicker than answering a telephone call. It goes to the telephone 
company and the company does the rest. 
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Mr. Preston. The company makes the record? 

Dr. RetcHevperrer. The company makes the record. 

Mr. Preston. Company personnel ? 

Dr. RetcHeLperrer. Company personnel entirely. It saves us many, 
many telephone calls. 

I believe the committee knows that in bad weather in a 24-hour 
period, there have been calls—about 300,000 calls a day in each 
fboality: such as New York, Washington, and so on—and last year 
there were in the United States over these 11 automatic telephones 
180 million calls. 

These were potentially 180 million individual calls to Weather 
Bureau offices for information which would have taken a great deal 
more time. If the telephone company discontinued this service to- 
morrow the Weather Bureau would not save anything. It would cost 
us more to try to answer the additional telephone calls that would be 
coming into us. I believe last year during our hearings you sug- 
gested that we use every means available to promote this service. 


DIRECT RADIO BROADCASTS 


Mr. Preston. On this question of direct radio broadcasts by 
Weather Bureau personnel, sometimes these broadcasts are made in 
connection with commercial programs on the radio, are they not? 

Dr. RetcHevperrer. There are a few of those left but we are trying 
to clear them out. However, in some cases the service to agriculture 
is so important and the radio companies are so small that the only way 
that they can finance it is to get a sponsor. We have strict instruc- 
tions about the kind of sponsorship and we prohibit advertising that 
would look like Government endorsement of the product. 

Mr. Preston. The income from the commercial is paid into the 
radio station ? 

Dr. ReEIcHELDERFER. Yes, it is. 

Mr. Preston. It does not accrue to the benefit of the Government? 

Dr. RetcHeperrer. No. 

Mr. Preston. I think it would be a good policy to get rid of all of 
those and not be identified with any commercial programs on a direct 
broadcast basis; do you not ? 

Dr. Reicuevperrer. We are trying to do it. But in some cases the 
public service is so important and there seems to be no other way. 

Mr. Preston. If the radio station had the proper understanding 
of its responsibility to the public, it would be happy to broadcast the 
weather news without a sponsor because it is a very brief amount of 
time that would be allocated to the purpose, and they certainly should 
devote it, and they are required under the FCC to donate a. certain 
amount of time to public-interest matters. 

Dr. RetcHEevperrer. We will investigate it again. We have kept 
it more or less under constant investigation. 

Mr. Preston. I have known of some rather large and successful 
corporations that have commercial connections with direct broadcasts. 

Suppose you put in the record at this point how many commercials, 
how many broadcasts, are being sponsored by commercial-type pro- 
grams. 

Dr. RetcHepeErFER. No, I do not have the list here. 
Mr. Preston. Put it in the record later. 
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Dr. RetcHELDERFER. Yes, we will put it in the record. 
(The material referzed to follows :) 


STATEMENT REGARDING DirEcT RADIO BROADCASTS OF WEATHER INFORMATION 


Defining a “direct broadcast” as a broadeast in which the voice of the Weather 
Bureau employee goes directly on the air, a review of information gathered 
as of November 1, 1958, shows the following number of such broadcasts each day. 

1. Direct, on-the-air broadcasts: Sponsored, 359. 

2. Direct, on-the-air broadcasts: Nonsponsored, 250. 

Many radio stations find that the most efficient way of getting the authentic 
weather warnings and forecasts to the public is to tape the release as received 
over the phone from the Weather Bureau and then broadcast this tape re- 
cording. In many instances radio stations tape record the weather broadcasts 
off the air and rebroadcast them (with permission of the original broadcasting 
station). In such cases the Weather Bureau has no knowledge or control as to 
sponsorship. 

Mr. Preston. How do you feel about doing away with this busi- 
ness ¢ 

Dr. Rercuevperrer. And have all broadcasts made by ——— 

Mr. Preston. The radio stations not sponsored. 

Dr. RercHetperrer. There is a large radio station in southern 
California that sponsored direct broadcasting for the frost warning 
services and this was such a vital service, this direct broadcast with- 
out any embellishments which you frequently get if you have the 
weather broadcast as an entertainment feature, this weather informa- 
tion straight from Weather Bureau was so important, that this sta- 
tion did not hesitate to interrupt nationwide broadcast programs when 
there was an important message for the farmers. It was that im- 
portant to the station and to the public it served out there. 

We have done our best to keep this Bureau service clean, and it is 
clean. 

Mr. Preston. Doctor, when you look into it, I think you will find 
some sizable cities—not isolated agricultural areas, but sizable cities— 
where radio stations are making fine profits selling this commercial 
time based purely on the weather. It is not exactly fair as between 
competitors in the community. 

Let us say we have a community with two banks and one bank 
comes up with the U.S. Weather Bureau being sponsored by that 
bank to the detriment of the other bank. For instance, that could 
happen and I do not think it is fair. 

Dr. Rercnevperrer. It is a cardinal principle in our policy that all 
are served the same—if a second, third, or fourth radio station want 
the same service, they get it or we discontinue all of it. We do not 
play favorites. 

Mr. Preston. If you have two radio stations in the community, all 

the dry-goods merchants, all the grocerymen and the supermarket 
operators cannot get this sort of thing with two radio stations. 
_ It operates to the benefit of one enterprising individual who is will- 
ing to pay the radio station a premium price, I imagine, for the trme 
as against the other fellow who was not clever enough to arrange 
to buy this commercial] time. 

Dr. Retcuetperrer. We will be very glad to go after this problem 
again. There is no complete control and the merchant who gains 
the advantage, as you just mentioned, can also gain it by telephoning 
the Weather Bureau and getting a report. 
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Mr. Preston. He will not have a U.S. Government employee's 
voice and his picture coming on the TV screen or his voice on the 
radio ? 

Dr. Reicuevperrer. It is only radio, no TV appearances. It is only 
radio and it is only in those places in general where there does not 
seem to be any other way to do it. 

v = . 

(The following was subsequently furnished for the record :) 

Elimination of sponsored broadcasts of weather information is not simple. 
If the Weather Bureau refused to provide information for such broadcasts di- 
rectly, the business concerns that desire to sponsor such broadcasts would get 
the information from the press wires or the newspapers or other radio stations 
with the result that the weather information broadcast to the public would be 
less timely and at times might be garbled through relay and in the end the 
sponsored broadcast would not be eliminated. This question also involves the 
rights of the press and radio to get weather information direct from Govern- 


ment sources. 

Dr. RetcHevpderrer. I make this statement after having looked into 
these cases pretty carefully, not this past year, but earlier. We will 
be very glad to look into it again because we do not want to have 
anything to do with a policy that would interfere or play favorites 
in any way in private business matters. We have been very aware of 
this problem and I would be glad to show you what we have done 
to keep the record clear and clean. 


LOCAL SERVICE TELETYPE NETWORK 


Mr. Preston (reading) : 


4. Local service teletype network. The Weather Bureau supports the total 
cost of facilities in providing a local service teletype network to some com- 
munities, but does not in others. 

Dr. Retcuetperrer. We are able to finance weather stations in some 
localities and not in others. 

The teletype network is self-supporting wherever possible and in 
some cases the only way we can get the service to communities that 
seem to have definite and justified requirements has been to finance 
part of it. 

I recall just within the last few months in order to avoid any ap- 
pearance of favoritism, we discontinued a teletype facility to one lo- 
cality when we were not able to do the same thing to a neighboring 
locality, not able to provide the same service to a neighboring local- 
ity. 

LOCAL DIRECT TELEPHONE SERVICE 


Mr. Preston. (reading) : 


“5. Local direct telephone service: In most communities in which the Weather 
Bureau has offices, it tries to provide answers to individual inquiries re 
garding the weather. It is believed that the average citizen does not know 
that this service is available, nor does he expect such specialized service when the 
information is available via radio, newspaper, and television. 


Dr. Rercuetperrer. One of the roughest times we had before this 
committee was when we had to answer why we did not give adequate 
telephone service in a large midwest city a year or two ago. 
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POTENTIAL AREAS OF ECONOMY AND MORE EFFECTIVE OPERATION 

Mr. Preston. (reading) : 

©. Potential areas of economy and more effective operation: At Wichita, 
Kans., public inquiries became so numerous that they interfered with fore- 
casting operations and the use of radar for storm detection. The information 
requested by the public was available through news channels and a successful 
program was conducted to reduce workload by practically eliminating public 
inquiries. 

Dr. ReicHELDERFER. This is true. We took drastic steps at 
Wichita because we did not have enough staff. The officia] in charge 
and some of his staff were working themselves to death and we could 
not provide additional staff so we said, “Let us try to discontinue our 
services by telephone.”. 

The local official was sufficiently well known and sufficiently well 
loved by press and radio so that the reaction was not too bad, but we 
are confronted with the fact that when we take action like this, which 
we could not possibly put into effect in every city in the United States 
because the reaction would be terrific, we are confronted with the fact 
that we do not have enough staff to answer the telephone but that 
weather information from the Weather Bureau is often obtained by 
phone from other Government agencies that have the information 
at hand and have more staff to answer the phone. 

AGRICULTURAL WEATHER SERVICES 
V. SERVICES TO AGRICULTURE 

There is no formal liaison between the Department of Agriculture and the 
Weather Bureau at the Washington level and inadequate liaison in the field. 

Dr. RetcHeLperFER. Good gracious. There is certainly fiction in 
some of these conclusions. 

We have very close relationships with the Department of Agricul- 
ture and in the field our people work very closely with the local agri- 
cultural authorities. Of course, it is always possible to do more and 
we constantly strive to improve this liaison and coordination, but I 
cannot imagine what is the justification for saying that we do not have 
liaison with the Department of Agriculture. 

Mr. Preston. What kind of liaison do you have ? 

Dr. Retcuevprerrer. The Department of Agriculture called me yes- 
terday with reference to a shipment of seeds from South America. 

We work with the staff at the Assistant Secretary level at times; 
also at the bureau and division working levels in Soil Conservation, 
Extension Service, Forest Service, and in other branches where they 
are interested in meteorology. 

Mr. Preston. Between the two agencies? 

Friends? 

_Dr. Retcuerperrer. No, definite channels of exchange of informa- 
tion. 

Mr. Preston. You have counterparts, so to speak ? 

Dr. Retcnevperrer. Not meterologists. 

Mr. Preston. I am not referring to that. 

Dr. ReicHevperrer. Yes, we do have definite channels. 

Mr. Preston. Do you have any interagency committees? 
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Dr. Reicnevperrer. With Agriculture we have had interagency 
committees and they functioned until the purpose was served. I can 
ro further than that and say that a few years ago we set up a general 
interdepartmental meteorological committee to encourage and stream- 
line contacts with other agencies, not only Agriculture but Interior. 
It was found at that time that the committee was not as effective as 
the direct channels in more or less constant use between opposite num- 
bers on particular problems. I know that the Department of Agricul- 
ture is not dissatisfied with the arrangements. 

(The following was subsequently furnished for the record :) 


At the Washington level there is a considerable exchange of weather informa: 
tion with agricultural representatives, on the working level. For example, cur- 
rently we are preparing to provide the Director of Livestock Feed Staff with 
drought information pertinent to assessment of drought aid needs in Montana and 
North Dakota. Last vear there was close coordination between the Weather 
Bureau's Office of Climatology and the Director of Agricultural Credit Services 
to provide background information on drought disaster areas. 

The Weekly Weather and Crop Bulletin National Summary issued under the 
joint masthead of the Weather Bureau and Department of Agriculture represents 
a cooperative effort extending from the county agents through State statisticiars 
and Weather Bureau specialists to the Washington level. This publication, 
issued since 1872, was designed primarily as a service to agricultural interests. 
Through agreement with Agricultural Marketing Service, a representative from 
the Department of Agriculture effectively participates with us in the sum- 
marization and writing of textual portions of the bulletin every week. We 
coordinate questions or problems related to the bulletin with the Director, or 
Deputy Director, of Agricultural Estimates Division. Our contacts and dis- 
cussions have always been most satisfactory. 

In the field, our area climatologists act as representatives to the Association 
of Experiment Stations and are chairmen or members of the meteorological re- 
search committees coordinating plans for atlases and compilation of studies of 
freeze data, snow thresholds, drought and rainfall frequency, radiation, evapora- 
tion, and plant water uses. 

Weather Bureau State climatologists cooperate with State statisticians of the 
Department of Agriculture in the preparation of State Weekly Weather and 
Crop Bulletins. In several States the Weather Bureau climatologist is stationed 
at an experiment station in order to increase agricultural liaison and to serve 
as part-time instructors. Special assignments are made. For example, the 
Weather Bureau climatologist in Colorado is our liaison representative to the 
Great Plains council and will participate in a research project of weather pat- 
terns for the Great Plains. Weather Bureau representatives are cooperating 
with Soil Conservation Service by writing the climatological portions of county 
inventories. When necessary the Weather Bureau representatives also work 
closely with representatives of the Bureau of Land Management and U.S. Forest 
Service to assist in interpretations of weather factors. 


Mr. Preston. The Bureau was originally created to augment, or 
rather to provide, service to the Department of Agriculture and agri- 
cultural weather. 

Mr. Fioop. Off the rceord. 

(Discussion off the record. ) 

Mr. Preston. With the advent of aviation, the importance of agri- 
cultural weather seems to have been minimized and it appears to be 
almost a vanishing thing. 

Dr. ReicHeLperFer. Our service to Agriculture now is larger than 
it has ever been before. We have increased the services and we have 
improved the services. 

Mr. Preston. That is a byproduct of aviation weather? 

Dr. RercueLperFER. To some extent. The aviation upper-air sound- 
ings, for example, are used on the weather maps and in the weather 
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analyses from which the forecasts are made for agriculture. Weather 
analysis all ties in together. 

Mr. Preston. If you were to break it. down, dollarwise—the money 
the Weather Bureau spends for aviation weather and agricultural 
weather—it would be a very small portion of it? 

Dr. RetcHevperrer. What is our agricultural figure at the present 
time, Mr. Gleiter ? 

Mr. Guerrer. I do not have a calculation. 

Dr. RercHeperrer. Aviation is certainly more than half. With 
aviation it is a matter of life and death and with farmers it is some- 
times a matter of life and death, but not quite as quickly. 

Mr. Preston. You can charge up the doubling in the cost of the 
Weather Bureau since 1955 to aviation, can you not? 

Dr. RetcHeLDerRFER. Yes. The agriculture increase has been small 
in the last 5 years in direct appropriations for weather service but 
through technological developments there have been major improve- 
ments. 





MISSISSIPPI DELTA PROJECT 


Increases for program during recent years, up to and including 
fiscal year 1958, were pr incipally for improving severe storm warning 
services, that is, hurricane, tornado, and floods, and for the conduct 
of research related thereto. Aviation weather services benefited in- 
directly. The only major aviation increase occurred in fiscal year 
1959. 

Mr. Preston (reading) : 

A. Mississippi Delta project: Additional funds for the expanded delta pro- 
gram were based on Weather Bureau cost estimates, but some improvements 
may have been possible within existing funds. 

That is a subject that you could spend much time on and the com- 
mittee has a copy of the report you have prepared for the Senate 
committee, and I note that the recommendation of the Bureau is to 
continue for an additional year in order to allow that a pilot project 
might be given complete study and final conclusions reached. 

Dr. RetcHevperrer. It has not been in operation throughout a com- 
plete growing season and it seems to be coming along now. We would 
like to know more about it before we make a final report. I think 
it is important to add that we have revised and augmented our agri- 
cultural meteorological services many times in the past 5 and 10 years, 
as new devices, new techniques, have become av: ailable to give more 
information to the farmer. 

For example, the 5-day forecast was developed primarily for agri- 
culture and while we received some funds from Congress to augment 
that service in the last 2 years, it was originally developed without 
special funds for the purpose. 

It was something that we could bring out with the improving tech- 
niques in weather for ecasting. 


LACK OF CONSISTENCY IN SPECIALIZED AGRICULTURAL WEATHER SERVICE 


Mr. Preston (reading) : 


B. Lack of consistency in providing specialized agricultural weather service: 
The amount of Weather Bureau support for special agricultural projects aver- 
ages 80 percent but varies from 64 to 88 percent. The Mississippi Delta project 
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goes beyond existing policy in providing communication facilities between com- 
munities at Weather Bureau expense. 

Dr. Rercuetperrer. The point seems to be that the percentage of 
Weather Bureau support should be the same everywhere. Circum- 
stances differ very much in different regions, different localities. The 
fruit frost warning service in the citrus areas requires an entirely 
different type of advice ind different facilities from what the hail 
forecasting service requires. 

I would not know any single yardstick that would apply equally 
to all of these different circumstances. 

I think one rule that is applied in all cases is that we make the 
Weather Bureau payment as small as we possibly can. 

Mr. Preston. We are taking more time here than I thought we 
would take, gentlemen. 

I am going to skip one portion of this report at the moment. 


WEATHER BUREAU OBSERVATIONAL PROGRAM 


VII. WEATHER OBSERVING IS THE LARGEST FUNCTION OF THE WEATHER BUREAU 
REQUIRING ABOUT HALF OF THE TOTAL BUDGET 


A. Surface observations: Equipment has been developed which automatically 
takes weather observations and transmits the information by teletype. | This 
equipment should replace many employees now taking surface observations. 

Dr. Retcreiperrer. We fully agree and we are doing this as rap- 
idly as we can. 

Mr. Preston. Weare actually getting some results in that direction! 

Dr. RetcHEeLperFer. Yes, sir. 

Mr. Preston (reading) : 

B. Upper air observations: The Weather Bureau is now using observing equip- 
ment which provides accurate measurement of weather factors up to 100,000 


feet. 

Dr. RercHevperrer. The maximum altitude is 100,000 feet, but with 
present equipment it is a rare sounding that can go up that high. 
The average is 58,000 feet for wind data and 80,000 feet for tempera- 
ture and pressure. The new equipment being installed will get us 
close to 100,000 feet regularly. 

Mr. Preston (reading) : 

©. Pibal supplementary observations: Although the Weather Bureau is now 
using improved equipment for taking upper air observations, it is still devoting 
more than $250,000 annually to pilot balloon Pibal observations. There is a 
difference of opinion among meteorologists as to the benefits of Pibal observa- 


tions. It is believed that an evaluation of the program should be made by the 
Weather Bureau. 


Dr. RetcHELpeRFER. We have made that evaluation and this project 
has had my personal attention. I thought several years ago that we 
could reduce the number of pilot balloon observations and save some 
money and we took steps to carry the program out. We immediately 
found, to quote a specific example, that the airlines in the Northwest, 
in the Seattle area, ran into additional hazards because of the differ- 
ences in wind velocities locally at moderate altitudes, differences that 
can be measured by a pilot balloon and frequently with much less 
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cost than with a radiosonde system. We are trying to reduce the 
number of pilot balloon stations and I do not know of any place where 
they are taking pilot balloon observations where it has not been shown 
that there is a special requirement. The information is not provided 
by any other means. 

Mr. Preston. Are you duplicating at any stations the equipment in 
addition to the Pibal ? 

Dr. ReicHevperFER. Not at the same time. Sometimes the Pibals 
are used in between the regular upper air radiosondings to reduce 
the cost that would be incurred if we used the more costly radiosonde 
apparatus for every observation. The pilot balloon program now 
conducted is an economy measure, not a wasteful measure. 

Mr. Preston (reading) : 

D. Radar coverage: The Weather Bureau is installing 31 new long-range 
radar sets at a cost of about $130,000 per installation. Eight of these are being 
installed in areas where the Air Weather Service of the Air Force has long- 
range radar. There is a need for some centralized control in the selection of 
radar weather observing sites. If the responsibility for taking radar observa- 
tions in the eight areas of duplication were assigned to one agency, there would 
be substantial savings in equipment and operating costs. 

Dr. RercHEeLpeRFER. The need for close cooperation with the Air 
Force and the other military agencies in the installation of radar 
was so obvious that we began this with the beginning of radar more 
than a decade ago. It is quite possible that in some of these eight 
localities there is duplication in the general sense but we have tried 
to avoid those cases. 

We will be glad to look further into these eight cases to see if any- 
thing can be done about it, but the important thing is that our net- 
work is designed so as not to duplicate the available information from 
other radars. You will find that there are other military radars in the 
general vicinity of the ones that we showed on the chart. However, 
these are not weather radars. These other radars are at a wavelength 
that does not bring out the weather features. We are using the 10 
centimeter wavelength and that is the best compromise between the 
short wavelength which gives more detailed closeup, but which does 
not get through the rain and to the heart of the tornado or the hail- 
storm. 

Other installations do not have the 10 centimeter wavelength which 
is the optimum for 

Mr. Presron. Our investigator finds that there is a duplication in 
eight areas, Doctor. Based on previous testimony you are going to 
man all of these 31 radars 24 hours a day when they are finally, fully 
installed ? 

Dr. Retcuevperrer. That is true. This is a continuing problem 
and not one that is static. I think the best thing would be to provide 
a specific answer to you, if I may. 

_ Mr. Preston. I wish you would because it is apparent that the mil- 
itary radar are there already because you have not installed yours yet. 

(The information referred to follows :) 
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STATEMENT REGARDING LOCATION OF WEATHER BUREAU AND 
ATR WEATHER SERVICE RADARS 


Although the Weather Bureau has not seen the list of places where the survey 
team has noted that CPS—9 weather radars of the U.S. Air Force, Air Weather 
Service (or U.S. Navy) exist near proposed Weather Bureau WSR-57 radar sites, 
it is assumed that the list includes the following sites: 

Washington, D.C. (Andrews AFB). 
New York, N.Y. (Mitchell AFB). 
Tampa, Fla. (McDill AFB). 

Fort Worth, Tex. (Carswell AFB). 
Detroit, Mich. (Selfridge AFB). 
Oklahoma City, Okla. (Tinker AFB). 
St. Louis, Mo. (Scott AFB). 

Miami, Fla. (Naval Air Station). 

At Miami, the Navy has continued the operation of their CPS-9 radar and 
will have a drop on the new Weather Bureau WSR-57 radar. Major Navy 
weather activities have been moved to a new location to place them in the same 
building and one floor below the Weather Bureau hurricane forecast center; 
therefore the drop can be provided at low cost. 

There are many differences in the design of the WSR-57 radar and the mili- 
tary CPS-9. The most important difference is the operating wavelength—10 
centimeter for the WSR-57 versus 3-centimeter for the CPS-9. The 3-centimeter 
wavelength is effective for the detection of light rain at long distances, but it 
may be completely blocked by heavy rain. The 10-centimeter wavelength is 
not blocked by heavy rain but is not able to see light rain at very long distances 
unless the sensitivity of the radar is increased by increasing the transmitter 
power or by increasing antenna size. In the WSR-57, this is accomplished by 
doubling the transmitter power and increasing the antenna area by more than 
twice that of the CPS-9. Thus, the WSR-57 is able to penetrate to the heart 
of severe storms to see them in complete detail without sacrificing the ability 
to see lighter rain at long distances. There have been many unfortunate ex- 
periences with the CPS-9 radar in such storms as Hurricane Dianne and the 
Worcester tornado when the 3-centimeter radar beam was blocked by the rain- 
fall and was unable to penetrate the entire storm to see all danger areas. 

Many advances in radar techniques have been evolved in the 10 years since 
the CPS-9 was first conceived. New design features that have been included 
in the WSR-57 include (a) a “logarithmic” receiver to portray echoes in their 
true intensity regardless of range, a feature included especially to improve fore- 
easts of flash floods; (0) a new type of radar photographic repeater for gathering 
tornado and hurricane research data; and (c) iso-echo contour circuitry for out- 
lining the hard storm cores that may contain hail. 

It should also be noted that the eight CPS-9 radars under discussion are now 
many years old and maintenance is becoming increasingly difficult. 

In the issuance of storm warnings, timely action is vital. It is necessary to 
interpret the radar displays in the light of reports received from many special 
networks of storm observers, whose observations are reported directly to 
Weather Bureau offices. In the case of a tornado, only minutes may be avail- 
able from the observation of the funnel until it hits a city; there is not time for 
detailed coordination between civil and military offices as to what warning is 
required or discussions over the telephone as to whether a particular radar echo 
indicates a tornado. We believe that we can do our best job of warnings if 
we have intimate control of the weather radar. Then too, the job of interpreting 
radar displays is a difficult one, much like the diagnostic task of an X-ray tech- 
nician. Weather Bureau employees are career personnel with long experience 
in the issuance of warnings. We are giving them special training in radar 
theory and scope interpretation. Experience and training are essential in 
making decisions which affect the lives of large numbers of people. 

Another very important factor that affects our decision is the fact that at any 
time the military radar may be moved to a location of higher priority or be put 
in a special security status. 

Sites for the WSR-57 radars have been selected predominantly so as to cover 
the areas along the gulf and Atlantic coasts and in the Midwest where hurri- 
canes and tornadoes, respectively, are most prevalent. 

For the tornado and hurricane areas of the United States, we believe that it 
is essential that the civilian population in these areas be provided with the 
best possible storm warnings based on reports from a radar specially designed 
for the purpose, operated by personnel of long experience. 
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Dr. RetcHEvperFer. Yes. 

Mr. Preston. Your sites have been selected ? 

Dr. RetcHevperFer. That is correct. 

Mr. Preston. If there is radar machinery or equipment there and 
it cannot be utilized, I would rather you take the radar sets you 
bought and put them in the warehouse or somewhere else and we will 
save the live bodies in operating expense. 

Mr. Fioop. Off the record. 

(Discussion off the record. ) 

Mr. Preston. On the record. 

2. Radar staffing: The Weather Bureau is planning to provide five additional 
men for each of its long-range radars to provide 24-hour, year-round coverage. 
Information developed by the staff does not appear to justify this type of 
coverage. 

I take it that means length of hours per man ? 

Dr. ReitcHevperrer. Yes. It is designed to warn the public of 
storms that develop rapidly and if we do not have a man watching 
the scope, there is no way of telling what is developing and warning 
the public. This is simply the minimum number of people to keep 
the scope manned continuously. 

Mr. Preston. Is there any reason to feel they should be manned 
during the hurricane season and not other times ? 

Dr. RercHeLpERFER. We have investigated this and while I was one 
of the proponents that thought this might be done, I now think it 
cannot be done because storms develop outside the hurricane season 
in many areas; flash floods, tornadoes, hailstorms, and so on. 

The radar is also used for the measurement of precipitation, the 
quantity of precipitation for flash flood warnings, and to leave the 
radar unwatched would simply expose the public to unexpected 
storms. 

Mr. Preston (reading) : 

E. Climatological observations: The staff questions the need for the large 
number of climatological observations currently being taken. 

Dr. Rercuevperrer. The density of the network compared with the 
density in England and other well developed meteorological coun- 
tries is much less. We have a minimum of climatological stations 
and these cost only $125 apiece, nothing for salary. Only where there 
is a difference of weather, climate, temperature, rainfall, and so on, 
compared with the nearest other station; I think investigations would 
show that we do not have too many. 

Mr. Preston. The people who handle these devices are not paid? 

Dr. RercHe.perrer. They are not paid. 

Mr. Preston. They are voluntary workers? 

Dr, RetcHeLperrer. They are voluntary workers ; 

Mr. Preston. I know of one in my area in Georgia who regards this 
as his No. 1 job. ee 

Dr. Rercuetperrer. The public service given by these people is in- 
credible. We have many stations where these observations have been 
provided by the family for three generations or more, and they take 
the observations with a great deal of interest and accuracy and relia- 
bility. They regard it as a public service and indeed it is. 
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Mr. Preston. We have in my home county one of the most. out- 
standing citizens who has been taking observations for probably 50 
years. 

What does he do? He reads from an inexpensive digest about 
weather changes, rainfall and reports it, and also furnishes the local 
newspapers a weekly summary, a very helpful little service. 

Dr. ReicHeiperrer. College professors, school teachers, farmers, 
and a large variety of occupations are represented in these cooperative 
observers. 


WEATHER BUREAU FORECASTING PROGRAM 


VIII. FORECASTING 
Mr. Preston (reading) : 


B. General public service: The public forecast organization is confusing and 
inconsistent. Some States have no State forecast centers, but others have as 
many as three. Although 77 forecasters have been used in the State forecast 
program, available data do not indicate any material improvement in the ac- 
curacy of forecasts. The zone forecast system when operated with the local 
forecast system results in duplicate and conflicting forecasts. San Jose, Calif., 
with a population of 95,000 has no local forecast service, but Valentine, Nebr., 
with a population of less than 3,000 has such service. Local forecasters do not 
have facilities to prepare good forecasts. 

Dr. ReicHetperFer. San Jose is not far from San Francisco airport 
os is one of the major forecasting centers in the United States. 

San Jose does not need a local forecast office but V alentine, on the 
contrary, is not near a major forecast center. 

Mr. Froop. Off the record, please. 

(Discussion off the record. ) 

Dr. RetcueLperrer. With reference to the State forecast centers 
versus the general forecast center, we are trying to develop better 
techniques all the time. 

The State forecast center is a form of organization that seems to 
be better than the old-type district forecast organization ; however, we 
need to develop the techniques and personnel and this is the reason 
why we do not have it organized exactly the same in all parts of the 
country. 

Mr. Preston (reading) : 


D. Summary comments on forecasting: The number of forecasting centers 
results in the local forecaster receiving guidance material which is sometimes 
conflicting. Consolidation of forecast operations and a reduction in forecaster 
personnel are believed feasible. 

Dr. Retcuevperrer. If forecasting were an accurate science, then 
there would be no conflicting advices. 

I think this situation can best be understood if you compare meteor- 
ology with some of the social sciences that are also inexact. There are 
conflicts in diagnoses and prognoses, and conflicts are no more numer- 
ous and no more serious—with apologies to the medical profession— 
than you will find in medicine. 
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RESEARCH AND DEVELOPMENT 


Mr. Preston. Here are two items I wish to direct your attention to. 
First : 
IX. RESEARCH AND DEVELOPMENT 


A. General: The Weather Bureau provided $3.5 million for basic and applied 
research in fiscal year 1959. There is an Office of Meteorological Research in 
the Weather Bureau, but half of the research program is not under direct con- 
trol of this Office. It is believed that more effective operation could be achieved 
under the direct supervision of the Director of Research. 

What is your attitude toward this criticism? 

Dr. Rercuevperrer. I am sure that if it were investigated it would 
be found to be quite the contrary. One could easily issue an order 
and put everything under the direction of one office, but it happens 
that the national hurricane research project and the Physical Research 
Division under present circumstances do better work under the pres- 

ent organization. 

Mr. Preston. What organization ? 

Dr. RetcHeLperFER. They report directly to me, sir. 

Might I talk off the record on this ? 

This gets into personalities. 

Mr. Preston. Does it? 

Dr. Retcuevperrer. The present Director has been awfully busy 
in the IGY and has had no time to get into these other fields. More- 
over, the man who organized the Physical Research Division—he was 
an outstanding scientist—came to the Bureau only if he could deal 
directly with the head of the Bureau. 

You get into this kind of a thing in all organizations. 

Mr. Preston. You do not have much to do down there if you have 
time to run a research program. You run it, too, do you not? You, 
yourself ? 

Dr. RetcHeLperFER. That is the obvious conclusion, but there are 
other factors, Mr. Chairman. 

Mr. Preston. How long have you been there ? 

Dr. RetcHEevperrer. I gave very little time to the direction of the 
Physical Research organization. Tt was in perfectly competent hands 
and the Director did not want to be under anybody else. 

This is the way the research program operated and it has turned 
out: some of the most fundamental papers quoted internationally and 
some of the best developments in research in the field of meteorology. 

You have these management problems in every organization. After 
all, scientists and research people are not soldiers in a squad. 


DUPLICATION IN RESEARCH BY MILITARY SERVICES 


Mr. Preston (reading) : 


B. Duplication in research: In addition to the Weather Bureau research and 
development, the Navy will spend $2 million and the Air Force, $17 million in 
1959, There is no formal coordination among these agencies, and coordination 
is believed desirable. The Air Force contracted for one $33-million weather 
research program without first consulting with the Weather Bureau. 


Dr. RercueLperrer. We knew about the program. 
Mr. Preston. Did they consult you ? 
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Dr. RercuevDerrer. No, they did not, because this program was 
part of a general weapons system development, and if the military 
services consulted with all interested agencies before they undertook 
a major program of this kind, they would never get anything done, 
We were told about the program. 

I am a member of an interagency committee to keep in touch with 
this project that you mentioned. We have some scientific differences 
of opinion. They understand and have taken these into account and 
I think the best comment on that remark is that the coordination 
has been as complete as practicable under the circumstances in which 
the military services operate. 

Mr. Preston. Do you feel the Air Force was justified in inaugu- 
rating a $33 million weather research program without consulting 
the Weather Bureau ? 

Dr. Rercuevperrer. This is an extension of a system of weather 
observation in which they have been in constant consultation with us, 
Only time will tell whether the plans of the Air Force and this $33 
million program work out or not. 

I want to be perfectly honest. We have some differing views on 
this project but we cannot prove that we are right and the only way 
to tell on this very important problem of meteorological information 
for military purposes is for them to try out what they have in mind 
within the limits of programs and appropriations authorized by 
Congress. 


MAGNITUDE OF TOTAL GOVERNMENT WEATHER PROGRAM 


Mr. Preston. There is one thing this report has done, whether you 
agree with it or not, and that is, it certainly has pointed out to us the 
large amount of money spent in the field of weather and weather re- 
search in the Government. When we think we are dealing with the 
question of the Weather Bureau just picking up the chips, the big 
money being spent somewhere else, now we will know. 

Dr. Retcuriperrer. This has concerned us very much, Mr. Chair- 
man, the amount of money spent in the United States by the U.S. 
Government for meteorology. This amount is very large but the very 
fact that the military services have found it necessary to go over and 
beyond the Weather Bureau is simply a measure of the very great im- 
portance of weather, not only in military affairs but in civil affairs. 

Another agency that has entered the meteorological field is the 
National Science Foundation and they have come into it because the 
facilities of the WeatherBureau and its research program did not go 
as far in developing certain phases of meteorology as the scientific 
community and the Congress thought was necessary. 

Mr. Froop. Off the record. 

( Discussion off the record.) 

Mr. Preston. We are about at the end of this document, gentlemen. 
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COORDINATION AND DUPLICATION OF WEATHER SERVICE 
xX. COORDINATION AND DUPLICATION OF WEATHER SERVICES AMONG AGENCIES 


There are several areas where better coordination of weather services among 
agencies should eliminate duplication and effect overall economies. 

A. Federal Aviation Administration (FAA): There is a need for the FAA 
to take an active role in determining weather requirements for flight safety 
and air traffic control and for coordinating military and Weather Bureau 
efforts. Further study in the following areas may result in overall economies: 
(1) Increased use of FAA personnel for weather observation and dissemination ; 
(2) combinations of special Weather Bureau teletype circuits and Air Weather 
Service basic continental weather teletype circuits with the FAA-operated basic 
weather circuits; and (8) maintenance of airport electronics equipment (in- 
cluding Weather Bureau equipment) by FAA at airports where FAA kas 
qualified personnel. 


That is a rather lengthy comment and it covers a lot of ground. 

Dr. Rercnevperrer. There might be possibilities here and we have 
investigated them. As a matter of fact, Under Secretary Allen and 
I have talked with some of the representatives of the military services 
with a view to trying to do something along these lines. There may 
be possibilities and we are looking into them. They are not simple 
and they are nothing that we can pick up off the shelf today. 

Mr. Preston. On these explorations, Doctor, I recall one instance 
where a certain group felt that the CAA should have its own radar 
network with the SAGE network already in existence. The divergent 
groups could not seem to get together and finally they did though. 

If you keep working at this, maybe we will work out some better 
scheme that will be more economical to be operated. 

Dr. Rercuetperrer. I fully agree with you. 

On your general question of the high cost of the meteorological 
service and the possibility of duplication, I think this is a very vital 
issue. 

I just came back from abroad where I attended an international 
conference of the World Meteorological Organizations with 102 na- 
tions and territories as members. I was exposed to some of the prob- 
lems and ideas that are going on there. This may sound somewhat 
irrelevant, but I am impressed very much by the economic struggle 
that we face as well as the possibilities of other kinds of struggle. I 
personally am very much in favor of the economies that can be 
achieved, wherever economy is possible. If you think it would serve 
the purpose for me to give a brief statement on what is being done in 
trying to coordinate and merge these services, talking to the point you 
ae raised, I would be very happy to provide a brief statement on 

at. 

Mr. Preston. I wish that you would. It would be interesting to 
the committee. 

Dr. ReicHELvERFER. I will be glad to. 

(The material referred to follows :) 


INCREASING Cost OF METEOROLOGICAL SERVICES IN RELATION TO METEOROLOGICAL 
REQUIREMENTS 


Since the war, there has been a great upsurge of interest in weather services. 
The public and many scientists have come to expect revolutionary advances in 
weather forecasting and in weather modification or control. Civil and military 
requirements for meteorological knowledge bring constant pressure for advances. 
In almost every field of human endeavor, weather and climate play a more or 
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less decisive role. In modern weapons systems and in plans for modernization 
of air traffic control, the lack of weather information may often decide between 
success or failure of the system in any particular case. Weather and climate 
rank in importance with the soil we live on and the food we eat, especially when 
it is recalled that weather and climate determine the productivity of the soil 
and the nature and quantity of the food supply. Rainfall is the source of the 
world’s water supply and with increasing population it is becoming even more 
important to understand the atmospheric conditions that control this source 
and to do everything possible in modifying it for the benefit of mankind. 

From this viewpoint, the appropriations devoted to meterology by the nations 
of the world are still relatively small. Meteorology is in a state of flux. Human 
requirements for weather knowledge and weather control are far beyond the 
present capacity of the science. Under these circumstances and with the many 
strong forces pushing for advancement of the science, it is inevitable that there 
be some duplication and a little confusion. In any field when the available 
product or services fall short of human requirements, new sources of supply tend 
to spring up and, in the competition for attention and support, it is practically 
impossible to avoid more or less duplication. 

In meteorology at present, the Weather Bureau and other agencies interested 
in meteorology are trying almost every conceivable means for advancing the 
science and its application. When the report to which you made reference a few 
minutes ago stated “the public forecast organization is confusing and inconsis- 
tent’, this is evidence of the efforts to try many different ways to advance and 
develop weather forecasting. When looked at from the viewpoint of organization 
and management of a routine operation or industry, it is somewhat like a view 
through a telescope that is out of focus. The present organization may appear 


inconsistent unless seen in the perspective of a science in a state of flux that is : 


trying desperately all reasonable proposals for increasing its scientific knowledge 
and its applied services. In reality, the organization is proceeding according to 
deliberate and well-considered plans. 

Many of the services in meteorology now carried on outside the Weather 
Bureau are evidences of the earnest efforts to carry the science beyond its present 


capabilities. Many of these services are available through the Weather Bureau | 


but in a competitive society, there is always the urge for new agencies to under- 
take miracles where the responsible agency or agencies have been unable to 
perform them. To some extent this is the price of progress and certainly out of 
all of the forces that are urging progress in meteorology and all of the urgent 
efforts of the many agencies that have entered this field, there is bound to come 
new knowledge and very valuable new applications. To invest less money in 
the future potentials of meteorology would be to slow down progress. Certainly 
economic stability is essential to national welfare and meteorological expansion 
should not be allowed to contribute to bankruptcy of the Nation. However, 
viewed in perspective and relative importance, I do not believe that one can 
conclude that the funds appropriated for meteorology are out of line with the 
amounts appropriated for other comparable purposes in the United States. 

Mr. Presron (reading) : 

B. Air Weather Service: At the time of the study, the Air Weather Service 
was overstaffed by about 1,500 weather service personnel. There appears to be 
duplication of effort between the Air Weather Service and the Weather Bureat 
at eight of the planned sites for the new Weather Bureau radar equipment and 
between the Air Weather Service and the Weather Bureau in forecasting for 


routine Air Force flights in the United States, MAT'S oversea flights, and high- 
altitude flights. 


Dr. Retcneiperrer. Some further consolidation there is possible 
and we are working in that direction. 

Mr. Preston. The Air Weather Service is the Air Force Service? 

Dr. Rercrretperrer. That is right. 

Mr. Preston (reading) : 

C. Navy: Duplication of supporting functions appears to exist between the 


Navy Fleet Hurricane Forecast Facility and the Weather Bureau Hurricane 
Forecast Center. 
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Dr. RetcHevperrer. This is a question that has been examined many 
times and the Navy feels that for its specialized services to the fleet, it 
‘an provide the information better if it prepares its own weather charts 
and makes its own forecasts. This is another point where we keep the 
question open, the subject open, and hope to find some better solution 
eventually. The practice of meteorology is in a rather rapid stage of 
development and the numerical weather prediction method is coming 
along. Then if some of the subjectivity and some of the personal ele- 
ment is eliminated, there will not be justification for different units 
analyzing and diagnosing the same weather, each according to his own 
lights, because we will get the answers by mathematics. This is the 
aim. 

In this respect again, the situation can be better understood if one 
refers to the medical profession where sometimes doctors differ on a 
diagnosis. 

This is just the situation in meteorology today. 

Mr. Preston (reading). 

“D. Department of Agriculture: There is insufficient coordination between the 
Weather Bureau and the Department of Agriculture. 

I believe you already commented on that and gave us your views. 

Dr. ReIcHELDERFER. Yes. 

Mr. Preston. Off the record. 

(Discussion off the record. ) 

Mr. Preston. One byproduct of this lengthy interrogation this 
afternoon has been that you have given us a lot of testimony concern- 
ing things we would have covered anyway in the normal consideration 
of the budget, and perhaps we have saved a little time in that way. 


MINIATURIZATION OF EQUIPMENT 


Mr. Fioop. This will save a whole lot of examination if you have 
the Director do this: Under “Research and development” that was 
touched on in the report, not with reference to the report. Will you 
supply a statement of your position, your experience, and your re- 
search on miniaturization of your hardware for your program? 
What have you done? 

What is the extent of it? Why haven’t you done it? And so on. 

Since miniaturization of electronics has advanced so far as called. 
for by missile warfare and other activities of that kind, why have 
you not miniaturized much more of this than you have done thus far? 

Mr. Preston. Do you want him to supply a statement for the 
record on this? 

Mr. Froop. Yes, in connection with that part of the examination 
that touches on research and development. 

Dr. RetcHeLperFer. Yes, sir. 

(The material referred to follows :) 


STATEMENT ON MINIATURIZATION OF INSTRUMENTAL EQUIPMENT 


The Weather Bureau’s engineering laboratories endeavor to utilize tra isis- 
tors and small aircraft components wherever desirable and economical. For 
instance, the normal radiosonde system (60 inches by 19 inches by 19 inches, 
weighing 230 pounds) for obtaining upper air meteorological information has 
been miniaturized into two suitcases (each 12 inches by 17 inches by 18 inches, 
weighing 50 pounds each) so that it can easily be used on merchant ships. 
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Additional design work has just been completed so that future systems of this 
type will be housed in one suitcase cabinet (12 inches by 17 inches by 18 inches, 
weighing 60 pounds) instead of two, as at present. 

In the Weather Bureau’s automatic meteorological observing system (AMOS) 
solid state techniques; i.e., transistors and diodes are used throughout in lien 
of vacuum tubes. Miniaturizing of as many items as possible is also incorporated 
into tornado and hurricane research aircraft. 

Another example where transistors are used is a simple rain gage alarm which 
will operate indefinitely on dry cells. This makes it possible to obtain important 
rainfall information for flood forecasting from cooperative unpaid observers with- 
out the necessity of having commercial power. 

Where space or weight are not a particular problem, such as at land-based 
synoptic and airway weather stations, other factors such as cost, ease of mainte 
nance, and efficiency of operation are often more important than miniaturization, 
However, transistors are incorporated in all equipment where they will do the 
job, since we believe they give less maintenance problems than vacuum tubes. 

Every effort is being made to miniaturize all meteorological equipment, but for 
some types such as storm detection radar systems where large antennas and 
high power are essential to penetrate rain areas and locate hurricane cen*ers and 
tornado hooks, miniaturization at the present time is not practicable. Neverthe 
less, the Bureau is continuing its efforts in this direction. 

Our research engineers constantly keep in touch with industry and research 
laboratories, including those operated by commercial, Government, and educa- 
tional institutions, both in the United States and overseas, to keep abreast of the 
latest state of the art and all types of instrumentation, including miniaturization, 
which can be applied to the Weather Bureau’s objective of automatically sensing 
meteorological parameters, transmitting the information to forecast offices, pro- 
viding displays for aircraft controllers, and preservation of data for research and 
climatological studies. 


SALARIES AND EXPENSES 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 





Program by activities: 


Be SNREE SOURIS oc ciiciiemciinccncneecceconsnes $34, 503,532 | $38, 457,700 $42, 429, 400 

ON SS EER LET ORE MAR REE MODE LE | AF OO ANE 2, 660, 800 3, 445, 500 4, 254, 900 

ial IN PE go ied ac abbbuaetane 1, 969, 185 2, 104, 800 2, 170, 700 

4. 1959 program obligated in 1958_...........--.-.-------.- 771, 688 99771, OBB bine densesiene 
Be ee ee are ae Pere eee 39, 905, 205 43, 236, 312 48, 855, 000 

Financing: 

1959 appropriation available in 1958_._...........----.-.-- —771, 688 771, BS 12... 5h ee 
Unobligated balance no longer available... .........------ GA FTW ho scckccdcccc~sdlanscdecdnnee 
New obligational authority. ............................ 39, 214, 896 44, 008, 000 48, 855, 000 





New obligational authority: 
a $39, 214,896 | $41, 158, 000 $48, 855, 000 
Proposed supplemental -due to pay increases. ............-|---.---------. 2, 850, G00 |... ..... cece 
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Object classification 














1958 actual | 1959 estimate | 1960 estimate 
Total number of permanent positions_...............--.--.- 4, 350 4, 617 4, 932 
Full-time equivalent of all other positions............-....-- 96 88 
Average number of all employees. .-...............---------- 4, 322 4, 379 4, 696 
Number of employees at end of year. -........-.-.-..---- adie’ 6, 461 6, 746 7,061 
Average GS grade and salary. ............-- ce deideenietncanl 7.7 $5,585/81 $6,278) 82 $6,331 
01 Personal services: 
PCINY TRIN, oo occ ncvccccotsntccasadcesded $24, 759, 859 $27, 496, 800 $29, 740, 900 
Positions other than permanent.._...........----.-- 353, 401 355, 000 355, 000 
COREE TOPRIIEES GRIT ION, «nnn ccc cgecnccnncecesscoude= 2, 199, 348 2, 338, 700 2, 632, 100 
Dalek SAREE SUPITD nc nnsccpensuntnnncewenadne 27, 312, 608 30, 190, 500 32, 728, 000 
I aces ear ceeedeinsabe Seranipwipioneeneptnenparensan 574, 275 680, 000 732, 150 
03 Transportation of things ee Ra eae ape kee cecal 824, 146 891, 500 956, 350 
Oe Ce BIVENS gon oc ntcececsnswentutcsonenad 2, 211, 706 2, 435, 700 3, 767, 780 
05 Rents and utility services-.---_.- higaeabhbwowtsadaeasiel 963, 568 1, 462, 400 1, 703, 570 
06 Printing and reproduction --.--.--~-- pchakinbiiecshahetonba dies 115, 613 105, 000 105, 000 
io Cope GONMeN Gen MOP WOEOE. 565 nao ss ack knewescctosonnaen 1, 103, 922 1, 627, 000 2, 474, 965 
Services performed by other agencies..........-.--.- 94, 000 96, 000 96, 000 
Oe. Ie Ce NIE i aectgccenascseseneerenmeoqas 3, 809, 455 3, 731, 300 3, 807, 595 
BO eae a See en eee eee 591, 005 1, 003, 600 545, 100 
Oe NO ee a ee ae eee 5, 447 45, 000 45, 000 
11 Grants, subsidies, and contributions. _-...........----.-- 1, 528, 008 1, 750, 000 1, 903, 490 
13 Refunds, awards, and indemnities-_-_-........ ath eaaicided 32, 504 23, 000 23, 000 
yO ea eee oaedeaie 16, 112 17, 000 17, 000 
1959 program obligated in 1958. ...................-.-..----- 771, 688 eI NE Bs clin ike aecsciaears 
IR ie ee oe ri bck ein iar idee acral 39, 954, 057 43, 286, 312 48, 905, 000 
Deduct quarters and subsistence charges..............--..-. 48, 852 50, 000 50, 000 
Tatel GEOG 5. cnck weccnwedsscicadsccctacs hi Saeed 39, 905, 205 43, 236, 312 48, 855, 000 





Mr. Preston. The first appropriation item is “salaries and ex- 
penses” for the Weather Bureau, to be found on page 123 of the 
committee print. 

We shall insert pages 1008 and 1009 of the justifications in the 
record at this point. 

(The pages follow :) 


Summary of requirements 





Appropriation, 1959 (regular bill) ...........-.-..... ditededenndacksna eae vad dace $39, 318, 000 
CUPOMEISICR ANTTONTENRGON) ACC. ORs s cocci ccswcewted specssinccescsnsebouscdtaedsncane 1, $40, 000 
ME ivancaccecnetsisupignsendapaedeebobat sdk. Hiccciltiteigle aati saneethy ovesbiebenneunans 41, 158, 000 

Add: rae ; 
Proposed supplemental due to pay increase... ......-. 22-22-5022 .0- 2025 n0e~--- ee see---e 2, 850, 000 
Additional compensable day over 1959. .............-..---.--... siedhwianenthaiate sicieceuctillaiiisciea tide 120, 000 
Bei cas cscs tuk bh bated nae as decubidid aa dadtiadgenckieoinduind ieee cah cukbmiceeanel 2, 970, 000 
SO oh ee a das beeekeeuinin capes Giesnawdsbenets ‘etal alee 44, 128, 000 


Net difference, 1960 over 1959: 


| Difference, 





























Requirements 
___|inerease (+-) 
or de- 
1959 1960 crease (—) 
| adjusted estimate | 
ee -|- 
General weather services |$38, 564, 600 |$42, 429, 400 |+$3, 864, 800 
IO nnd em ee 3, 450,900 | 4, 254, 900 +804, 000 
Administration..........- 5. eudsinbae stbebdbGlebdddew 2,112, 500 | 2,170, 700 +58, 200 
(rons vequiretentt «4.65 3 cached deadantdsedee 44, 128, 000 rT 48, 855, 000 | +4, 727,000 4,727,000 
| —— = 
Total estimate of eppcegr Tet, SOUR. So ok cp send can nd oc chi cwnndancesctaseoscucdeseune 48, 855, 000 
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INCREASE IN PERSONNEL 


Mr. Preston. Doctor, I think we can best deal with this subject by 
speaking specifically to the additional positions requested, the in- 
creased positions requested. : 

You eam 303 in “General weather services” and 12 in “Adminis- 
tration” ? 

Dr. RercHELDERFER. Yes, sir. 

The distribution of new positions provided in our 1960 estimates is 
as follows: For radar weather warnings, 82 positions; for high- 
altitude forecasting, 1 position; for the transfer of upper-air station 
at Shemya, 6 positions; for warnings of hazardous weather—that. is 
the Flash Advisory Service—80 positions; for restoration of the 24- 
hour-per-day operation at, selected airports, 25 positions; for res- 
toration of staff at 27 stations, 27 positions; to operate the facsimile 
circuit which is one of the items transferred from the Department of 
Defense, 10 positions; to operate the FAA range station broadcasts, 
54 positions ; and the total increase for administrative support of these 
numerous programs, is 12 new positions, 

The total then is made up with these and 18 new positions for main- 
tenance of new electronic facilities and that complete total is 315. 

Mr. Preston. Did you say 18 on the last? 

Dr, RercHeLpERFER. Yes. 

Mr. Presron. What do they cost? 

Dr. RetcuHeLperrer. For maintenance of the electronic facilities, 
radar and the end of the runway equipment and other things, I can 
furnish a copy of these figures. 

Mr. Presron. Specific: ally, give me the total number of positions 
required to operate the equipment that has already been appropriated 
for or equipment that is to be appropriated for in this budget. 

Dr. Retcueiperrer. You refer now to the radar equipment pri- 
marily? Radar and end of the runway ¢ 

Mr. Preston. And the range station broadcast. Furnish for the 
record the total number of positions out of the 315 required to man 
equipment already appropriated for in the 1959 budget, or prior 
budgets, and for equipment that is to be purchased under appropria- 
tions in the 1960 budget. 

The total. 

Mr. Guetrer. Broken out ? 

Mr. Preston. No;I want the total. 

Dr. RercHevperrer. We will furnish it. 

(The information referred to follows :) 
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POSITIONS REQUIRED TO OPERATE EQUIPMENT 


One hundred and seventy-eight of the total increase of 315 positions proposed 
for the fiscal year 1960 salaries and expenses appropriation are required to oper- 
ate equipment procured with funds either already appropriated or proposed in 


1960. A distribution of these positions by program follows: 


Number of 
Program: positions 


To program data into the electronic computer at the Joint Numerical 
Weather Prediction Unit at Suitland, Md., for use in the high-altitude 
weather forecasting program begun in 1959___-_--_____-___--_-_____ 

To operate the 16 remaining long-range weather search radars to be commis- 
maa GUAT es a ts ee Ue da os 

To maintain the 16 additional long-range weather search radars, end-of- 
runway Visibility, and ceiling-height measuring equipment and other new 
meteorological equipment to be installed during 1960____._________-_______ 

To operate the national facsimile network to be transferred from the Depart- 
ment of Defense to the Weather Bureau on July 1, 1959____-____________ 

To operate the upper-air observational facility at Shemya, Alaska, being 
transferred to the Weather Bureau from the Department of Defense______ 

Preparation of weather information to operate 87 L/MF radio ranges broad- 
casting continuous aviation weather. FAA has budgeted for and is in- 
stalling the -onginpment.... de ew eh el ld 

Increased fiscal, personnel, and procurement and supply support for fore- 
IE ad ndain minted eae bebeernn min bela aalaiasteeleng tatebaesdpdpsivutaaadapelth 


18 
10 


Note.—An additional 47 positions will be required subsequent to fiscal year 


1960 to operate new equipment included in the 1960 budget. 


STATIONS PROPOSED FOR RESTORATION OF SERVICE 


Mr. Preston. Will you furnish the committee a list of the restoration 


of the 24-hour service at this point in the record ? 
Dr. RetcHELDERFER. Yes, sir. 
(The list referred to follows :) 


List oF 13 ATRPORT WEATHER STATIONS PROPOSED FOR RESTORATION TO 24-HOvUR 


Per Day OPERATION IN FIscaL YEAR 1960 


1. Atlantic City, N.J. 8. Muskegon, Mich. 
2. Bridgeport, Conn. 9. Spartanburg, S.C. 
3. Bristol, Tenn. 10. Waterloo, Iowa. 
4. Burlington, Iowa. 11. Williamsport, Pa. 
5. Erie, Pa. 12. Wilmington, N.C. 
6. Key West, Fla. 13. Worcester, Mass. 
7. Meridian, Miss. 


Mr. Preston. Will you furnish the committee also a list showing 
the restoration of staff for the 27 stations to be effected ? 

Dr. ReEICHELDERFER. Yes, sir. 

(The list referred to follows:) 
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List oF 27 AIRPORT WEATHER STATIONS PROPOSED FOR RESTORATION OF SERVICE IN 
Fiscat YEAR 1960 


1. Abilene, Tex. 15. Indianapolis, Ind. 
2. Albany, N.Y. 16. Montgomery, Ala. 
3. Anchorage, Alaska. 17. New York City, N.Y. 
4, Baltimore, Md. 18. Norfolk, Va. 

5. Burbank, Calif. 19. Philadelphia, Pa. 
6. Charlotte, N.C. 20. Port Arthur, Tex. 
7. Chattanooga, Tenn. 21. Rochester, N.Y. 

8, Cheyenne, Wyo. 22. South Bend, Ind. 
9, Columbus, Ohio. 23. Springfield, Ill. 
10. Dayton, Ohio. 24. Syracuse, N.Y. 

11. Flint, Mich. 25. Toledo, Ohio. 

12. Grand Junction, Colo. 26. Topeka, Kans. 

13. Grand Rapids, Mich. 27. Yakima, Wash. 


14. Harrisburg, Pa. 


Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. In connection with the list of 13 airport weather sta- 
tions proposed for restoration to 24-hour-per-day operation in 1960, I 
have a letter from Representative Alton Lennon, of North Carolina, 
along with which he furnished numerous letters from prominent peo- 
ple including governing bodies of that area urging that funds be pro- 
vided for 24-hour service at Wilmington, N.C., and the surrounding 
area. 

I will not burden the record with all of these letters, but I will 
include in the record Congressman Lennon’s letter, plus a letter from 
the Board of Commissioners of Wilmington, N.C., and the Board of 
Commissioners of Pender County, N.C. 

I shall also add the letter from the North Carolina State Ports 
Authority at Wilmington, N.C. 

There are numerous other letters here, but they are too lengthy to 
put in the record. 

(The letters referred to follow :) 

HOUSE OF REPRESENTATIVES, 
Washington, D.C., April 29, 1959. 
Hon. PRINCE H. PRESTON, 


Chairman, Appropriations Subcommittee on Commerce and Related Agencies, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN PRESTON: You recall our recent discussion of the Weather 
Bureau’s request for additional funds for fiscal 1960 to restore 24-hour weather 
service at Wilmington, N.C., and other locations. 

Attached hereto are some resolutions and letters I have received on the subject 
from our local county board of commissioners, the North Carolina State Ports 
Authority, officials of the airport and airlines affected, and other organizations 
interested in the restoration of this much needed weather coverage. 

All consideration that you and your committee may give the appropriation 
of funds necessary to provide around-the-clock weather information exceedingly 
vital to the areas concerned will be greatly appreciated. 

Most sincerely, 


ALTON LENNON. 


40514—59——-37 
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OFFICE OF BOARD OF COM MISSIONERS, 
New HANOVER Counry, 
Wilmington, N.C., April 10, 1959. 
Hon. ALTON A. LENNON, 
Member of Congress, 
House Office Building, 
Washington, D.C. 

DrarR CONGRESSMAN LenNoN: It has just come to our attention that the New 
Hanover County Airport is among 13 such airfields in the United States eligible 
to receive Federal aid for maintaining constant Weather Bureau service. 

As you know our airport is a strategic airline checkpoint between New York 
and the southern coast of the Eastern United States. It is a vital link in direct- 
ing instrument air traffic, thereby promoting safety of life and property over 
this important air route. 

We are therefore inordinately interested in its operation, maintenance, im- 
provement, and development and urge your support in appropriations sufficient 
to initiate a 24-hour weather reporting service here at Bleuthenthal Field. 
Sincerely yours, 

W. G. Houck, 
Executive Secretary. 


PENDER COUNTY, 
OFFICE OF COUNTY COMMISSIONERS, 
Burgaw, N.C., April 21, 1959, 
Congressman ALTON LENNON, 
Washington, D.C. 

Dear Mr. LENNON: I am directed by the board of county commissioners to for- 
ward to you a copy of a resolution duly adopted by them on April 20, 1959, which 
explains itself. 

Yours truly, 
Gro. F. Lucas, Clerk to Board, 


“RESOLUTION 


“Whereas it has come to the attention of the county commissioners of Pender 
County that the U.S. Weather Bureau at New Hanover County Airport, Blun- 
thenthal Field, Wilmington, N.C., is closed between the hours of 10 p.m, and 
6 a.m.; and 

Whereas Wilmington and the surrounding area is in critical spot for storms 
and bad weather, and is in urgent need for said Bureau to remain open 24 hours 
per day: Now, therefore, be it 

“Resolved, That the Chief of the U.S. Weather Bureau, Department of Com- 
merce, Washington, D.C., be requested to put said weather station on a 24-hours- 
per-day basis.” 

I, George F. Lucas, clerk to the board of county commissioners of Pender 
County, do hereby certify under the seal of said county that the above is a true 
and exact copy of a resolution duly adopted by the board of county commis: 
sioners of Pender County at an adjourned meeting on April 20, 1959. 

By GeorGE F, Lucas, Clerk. 


Nortm CAROLINA STATE Ports AUTHORITY, 
Wilmington, N.C., April 13, 1959. 
Re 24-hour weather service, Wilmington, N.C., station. 
Hon. ALTON A. LENNON, 
House of Representatives, 
Congress of the United States, 
Washington, D.C. 

DEAR CONGRESSMAN LENNON: On behalf of the shipping industry and water 
borne commerce, I strongly urge your support for the appropriation of funds 
to provide a 24-hour weather service in Wilmington, N.C. 

As you are aware, weather plays an important role in steamship operations, 
not only from the standpoint of danger to life and property, but also in mall- 
taining schedules imperative to the steamship trade. 
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The 1957 report of the waterborne commerce of the United States reported 
9278 vessels upbound and downbound in the Wilmington area carrying 4,752,777 
tons of cargo. Considering this fact, along with the trend of increasing traffic 
and cargo, it is easy to see how the weather is an important factor in the safety 
and economic welfare of the steamship trade. 

There are many reasons too numerous to mention why the Wilmington area 
needs a 24-hour weather service, but I would like to single out one of the more 
important reasons. Ships arriving and departing from the Wilmington Harbor 
must negotiate the ships channel which runs from treacherous Frying-Pan 
Shoals to some 20 miles up the Cape Fear River. While modern ships have 
yarious navigational aids, it would still be of inestimable value for them to 
have a precise forewarning of weather and tide conditions in the Wilmington 
Harbor area. This forewarning can be provided only by a 24-hour weather 
service. 

Thanking you for any consideration you may be able to give this matter, 
may I remain, 

Yours very truly, 
D. LEON WILLIAMS, Executive Director. 

Mr. Preston. I have also received a letter from Representative Rob- 
ert I’. Ashmore urging that funds be included in this bill to provide 
24-hour service for the Spartanburg, S.C., area. 

We will include that letter in the record at this point. 

(The letter referred to follows :) 

HOUSE OF REPRESENTATIVES, 
Washington, D.C., April 15, 1959. 
Hon. PRINCE H. PRESTON, 
Chairman, Subcommittee on Commerce, 
Committee on Appropriations, 
House of Representatives. 

DeaR Mr. CHAIRMAN: I understand request has been made in the budget for 
funds to restore full operation of certain weather stations, including one in 
my district at Spartanburg, S.C. 

I am deeply interested in restoring the much needed service to the Spartan- 
burg area. Some years ago the weather personnel at Spartanburg was cur- 
tailed and now it has been found wise and advisable to add three additional 
persons to meet the present-day demands on this weather station. Therefore, 
I hope funds will be made available for restoration of full service at the Spartan- 
burg weather station. 

Kindest regards and best wishes, 

Sincerely yours, 
RosBert T. ASH MORE. 


WEATHER STATION, HUNTSVILLE, ALA. 


Mr. Preston. I have also received a letter—or perhaps I should say 
communication—from Representative Robert Jones of the Eighth 
District of Alabama in which he enclosed material and information 
giving statistics about the need for a 24-hour weather station at 
Huntsville, Ala. 

Doctor, do the statistics impress you as being in line with the cri- 
teria you have established in the Weather Bureau for the establish- 
ment of such stations ? 

Dr. Retcuetperrer. In accordance with the formula that we use in 
determining priorities, we find that there is good justification for a 
station at Huntsville. 

Mr. Preston. How much would the operation of this station cost 
annually ? 

Dr. Rercuenperrer. About $86,000 annually. 
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Mr. Preston. Representative Jones is very much concerned about 
this request and I think we had better insert in the record at this 
point his supporting data. 

(The material referred to follows :) 


Weather bureau program at Huntsville, Ala. 














October | Novem- | Decem- | January | February 
| ber ber 
Observations of visibility, wind direction and veloc- 
ity, temperature, barometric pressure, etc., for dis- 
tribution over national teletypewriter circuits -__.-. 774 775 787 833 736 
Hours radar operated (during periods of impending 
severe weather) .......-.-. Fipcnced elbaeetidenecinw ncn bined 14 43 36 46 1 
Special warnings of severe weather distributed to the 
public (of extreme importance to Redstone Arse- 
a i aE ac cneamerakbupanantontlh | 24 210 33 47 45 
fled hearin aie Ta aE seas ea 240 450 620 940 


1,040 
I ed ences 880 950 1, 630 1, 980 1, 830 


1 Radar placed in operation Oct. 29, 1958. 

2 Frost, freeze, severe thunderstorm. 

3 Heavy snow, freeze, icing. 

‘ Tornado, cold waves, hard freeze. 

§ Severe thunderstorm, hard freeze. 

* Weather Bureau telephone not yet listed in Directory. 


Based on statistics supplied by FAA, total itinerant aviation operations in 
Huntsville for the calendar year 1958 were 61,071; 3,113 instrument approaches 
were recorded. These figures not only indicate that the Weather Bureau sta- 
tion’s pilot briefing load will continue to increase but show that, based on the 
criteria developed to establish priorities for new airport stations, Huntsville 
would be No. 1 on the list if the present office were discontinued. 


Priority list for the estublishment of Weather Bureau facilities for service to aviation | 





Station Itinerant air- Instrument 
craftoperations| approaches 
ic oa ncn eainaeeninn bcarautenion Sirenmen Sea cslswbnnieede 61, 000 3, 10 
SOY IIE oa vientanmnisdeccidninbapahacnebann mga paseny 74, 600 2, 030 
2. Fort Worth (Meacham), Tex-------- Picdieschaohi aes nein sare RC IS SE 137, 500 600 
NN ON ai nec ankaminana Kis abbas babhancnadgeenn ee 68, 500 1,7 
Mh EOI, DA is circ ae Be“ Son seend desamnees soncatenaetenesseencusend 93, 200 1, 130 
PRPs AEE Bite cteinsnceecacodesecanndegeneeecninanasesecandcgeencen 25, 400 2,10 F 
HUNTSVILLE-MADISON CoUNTY AIRPORT AUTHORITY, 


Huntsville, Ala., March 28, 1959. 
Re: U.S. Weather Bureau Station, Huntsville Airport, Huntsville, Ala. 


Hon. Rogert BE. JONES, 
U.S. House of Representatives, 
Washington, D.C. 

Dear Bos: In keeping with our telephone conversation last Wednesday I am 
affording you herewith some “vital statistics’ on the subject matter, for your 
use in presenting our case to Mr. Preston. 

Inasmuch as you were present last year at our meeting with Weather Bureal 
officials when plans were formulated to establish a weather station here, you are 
aware of the fact that Huntsville, not Redstone Arsenal, qualified for a station. 
In fact, on a priority basis, we rated No. 13 over the country but were told it 
might be some 3 to 5 years before we could expect anything, as the Weather 
Bureau did not contemplate being given appropriations for more than 3 or 4 
new stations a year. As our need then was urgent, we suggested a joint venture 
to bring about our station being established at an early date. 

The Weather Bureau had certain equipment available, we agreed to provide 
the necessary quarters, Redstone Arsenal made available $100,000 for installation 
and maintenance costs and it was reasonably assumed the station would be 
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sustained by the fiscal year 1960 budget of the Weather Bureau. I understand 
the Bureau of the Budget does not question any of the aforementioned facts 
put is taking liberty to make the executive decision that the weather station here 
is for Redstone Arsenal, that the Army has plenty of funds and, therefore, the 
Army should appropriate moneys from their sources to sustain the operation. 

By far, the greatest need for a weather station is produced by aircraft. The 
following statistics were obtained from FAA’s combined tower communication 
facility at our airport, for the year 1958: 


AAD COUGE SS cn tiits cing nadh duce amasied th kde tata itottidanals 8, 115 
VROTORE pase cnc pt ed ch beta pat nieeee te ienamen swansea mieenbieedle 52, 953 
OGRE 3a nisin ne mncceni cen tema nebenpibnas egal Aukaaeteie 92, 696 

BORD a. sick cccitesscsstebn peak tana geht yeaa Acta ge igen tga Sieachnigi ls catholic tn ean 153, 764 
SARI SOONG jasc datcidls— Sateen een dibae sé Bes dann Hb lense ahiaglciowibilaiteendate 7, 193 
TORITURIERE, GIIROR CD iit ccgssen daa bo urntbcsabesied haemcet levi tiien okt aha a anetetitiindntate 2, 885 
RN, CIRO coups nhs axiehoclutnietonnnsttls bumped niedininicetn teddiiaabaeelid 27, 586 


Air carrier : Scheduled flights and irregular carriers. 

Itinerant: All other than “aircarrier.” 

Local: Operating within traffic pattern or within sight of tower. 

Instrument: Any operation which is recorded on a “strip” in order to provide 
separation from other aircraft, 

Instrument approach: An approach to the airport with intention to land when 
weather conditions are below minimums. 

Over aircraft: Any aircraft with which radio communication is established 
on en route frequencies, and which does not land, take off, or make an simulated 
approach to the airport. 

Almost without exception the first two categories require weather information, 
the first demanding accurate and detailed data. Instrument and instrument 
approaches, obviously, need the latest weather available. Over aircraft, as a 
general rule, contact our tower to report position and in my personal experience 
I’ve never heard of a pilot not requesting weather at the same time. These 
figures are astounding and by this phase of service to be required by the Weather 
Bureau here I think anyone can see the need. 

All of the operations mentioned will be increased for the present year. In 
1958 the emplaned passenger figure at our airport jumped 100 percent over 1957, 
from 25,000 in 1957 to 50,000 in 1958. For the first 2 months of 1959 the in- 
crease over 1958 is 20.9 percent, and during part of this time one of our carriers, 
Eastern, was totally out, due to a strike. These figures do not consider local 
charter end executive travel, which is of such magnitude we have just com- 
pleted a $110,000 facility, separate from our terminal, to accommodate the vol- 
ume. This is attested by the fact we pump more gas to noncommercial carriers 
than anyone else in Alabama. Our weather station building was placed in the 
center of this new facility so as to be available to this very important part of 
our airport operation. 

I would like to point out the fact the Weather Bureau’s quarters were con- 
structed new by us and at a cost of $39,000, and without Federal aid. The 
same applies to FAA’s tower which finally wound up costing us $92,000, also 
without Federal aid. Neither one of these facilities would be here now if we 
had waited for the Government to see the need. Some people just don’t grasp 
the development taking place here but we have backed our needs with our own 
dollars even for operations totally and only provided for by Government agen- 
cies. Once the need has been shown these agencies have been most cooperative 
and, as is the case of FAA, they have already ordered an instrument landing 
system for our field. Two years ago they would have laughed at such a 
proposal. 

Huntsville and Madison County are approaching a population of 100,000. The 
area served by the weather station contains over 400,000 people. You are 
very well versed on the amount of construction going on in this vicinity, the 
homes being built, industry here and locating here, and the needs of these 
people for accurate weather is well known. I am sure you can speak well 
of the need of the farmer for weather information and the area served by the 
station is one of the most productive in the South. This is all directly reflected 
by the growth of the airport itself and accounts for the fact we can boast of 
our nonstop service to points like Washington, St. Lonis, Atlanta, Nashville, 
Chattanooga, Memphis, Knoxville; one-stop service to all west coast cities, New 
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York, and others, and direct connections to Louisville, Indianapolis, Chicago, 
Miami, and numerous other places. 

In general, please bear in mind that Huntsville is ideally situated with re. 
spect to other weather stations, being equidistant from Birmingham, Memphis, 
Nashville, and Chattanooga; this area representing a void for accurate weather 
information prior to the establishment of the station at our airport. Radar 
is part of the equipment we have available, aiding not only aviation but the 
general public. 

Alabama ranks No. 3 in tornado frequencies, being surpassed, fortunately, 
only by the hotspots of Kansas, Oklahoma, and Texas. Service to the public 
in this field alone is almost enough to warrant our station being supported by 
regular appropriations of the Weather Bureau. 

So far, not one cockeyed thing has been said about the needs of Redstone 
Arsenal. Sure, they benefit from the weather station here and had we not 
established one they probably would have set up one of their own, limited 
as it may have been, but on such a basis the information available to them 
could not have been passed along to the general publie for regulations, right- 
fully, will not allow this to be done. The way it is now we all enjoy the benefits 
of our weather station and this is as it should be. 

Mr. Alford, our airport manager, myself, and possibly Mayor Searcy will 
be in Washington March 31 to attend CAB hearings. We will contact you then 
and certainly hope something can be done to put the operation of the weather 
station in the budget it belongs in—that of the Weather Bureau. That Bureau 
of the Budget fellow has a hole in his head and we certainly don’t want the 
continued operation of the weather station suspended each year from such a 
ridiculous position as he has proposed. 

Air traffic here is the prime factor for a weather station and on this basis 
there is no reason to expect financial support, further, from Redstone Arsenal. 
The money they allocated and that afforded by us was to obtain the immediate 
installation and operation of the weather station. 

I know you will do all possible to get this matter straightened out for us 
and that we can look forward to the continued operation of the weather station 
from funds properly appropriated to the rightful source, the U.S. Weather 
Bureau. 

With kind personal regards, I am, 

Yours very truly, 
J. E. MrrcHe tt, Jr. 

Mr. Suetiey. Mr. Chairman, T think at this point we might ask 

~Y . . y x 
the Chief of the Weather Bureau if he would take another look at 
the situation in view of the material supplied by Congressman Jones. 

Mr. Preston. Yes. I am glad you mentioned this at this time. 

IT had not concluded, 

Would that be agreeable to vou, Doctor. if the committee provided 
the funds for it that you might see fit to establish this station ? 

Dr. Rercrreiperrer. We will: yes, sir. The evidence we have justi- 
fies the establishment of the station there, Mr. Chairman. 

The Army has some very special requirements in addition to the 
regular traffic at the airport. 

Mr. Preston. The data we have put in the record reveal some of 
the need by the military for the station. 


CONTINUED OPERATION OF HURRICANE RESEARCH AIRCRAFT 


It. is noted you have $804,000 increase for research. 

Speak briefly to that, Doctor. 

Dr. Retcnevperrer. That is all for the aircraft required in the 
National Hurricane Research project. Until this year the aircraft 
had been furnished by the Air Force. However, because of new com- 
mitments or new obligations and new programs, the Air Force found 
itself unable to provide the type of aircraft required for the hazard- 
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ous flights into hurricanes and, after extensive discussions between 


the Department of Defense and the Department of Commerce, it 
was found that the Department of Commerce should pick up the cost 
of operating the aircraft for the coming fiscal year. 

Mr. Preston. We went into this rather extensively in the hearings 
last year. 

Have you been successful in contracting for the aircraft ? 

Dr. ReicHeLpEerRFER. We have. 

Mr. Preston. Have you concluded a maintenance contract ? 

Dr. Rercuevperrer. We have concluded the leasing contract; we 
have not yet concluded the contract for maintenance and operation 
but are at present reviewing all proposals. 

Mr. Preston. I have in my hand here a letter you addressed to me 
dated January 2, 1959, dealing with a subject which i think would 
be appropriate to include in the record at this point. 

(The letter referred to follows :) 


U.S. DEPARTMENT OF COMMERCE, 
WEATHER BUREAU, 
Washington, January 2, 1959. 
Hon. PRINCE H. PRESTON, Jr., 
Chairman, Commerce and Related Agencies Subcommittee, Committee on Ap- 
propriations, House of Representatives, Washington, D.C. 


Deak Mr. Preston: The 2d session of the 85th Congress approved funds in 
the supplemental appropriations bill, 1959, for hurricane research and for the 
instrumentation of the aircraft to be used for this purpose. The Weather Bu- 
reau’s request for these funds was based on the expectation that the Depart- 
ment of Defense would be able to make available on a loan basis two C-—130 
and one C-118 (DC-6) aircraft. 

Subsequently it developed that the Department of Defense would not be able 
to pruvide these aircraft because they were in short supply and all new de- 
liveries were scheduled for oversea assignment. They were, however, able 
to provide a B—56 (two-engine, light jet bomber) for high-altitude flights in 
place of one of the C—-130’s originally requested. Additionally, the Department 
of Defense offered to continue to make available the two TB-50 aircraft used 
for hurricane research since April 1956. 

This offer has been considered but analysis clearly indicated that the cost of 
maintaining and operating a TB—50 by a civil agency would be greater than the 
combined cost of (a) leasing and (%) maintaining and operating a cargo-type 
airplane such as the DC-6B. In making this analysis the Civil Aeronautics 
Administration, Air Force, Navy, and Coast Guard were consulted as well as 
several major airlines and aircraft companies. 

At the conclusion of the 1958 hurricane season the three military aircraft 
(two TB-50’s and B-47) were withdrawn by the Air Force and reassigned to 
support high priority work of the Department of Defense. In a letter dated 
December 3, 1958, the Secretary of Defense advised that replacement aircraft 
for the TB-50’s are still not available but the Air Force would in addition to 
providing the B-57, loan to the project several automatic navigation sets and 
other items of scarce equipment, including radars, needed for the instrumenta- 
tion of whatever aircraft are used to continue the hurricane investigations. 

Suitable replacement aircraft (DC-6B’s) are available as surplus equip- 
ment owned by several of the airlines. These aircraft have been offered to 
the Weather Bureau on either a lease or lease-purchase basis at approximately 
$20,000 per aircraft per month. The cost of fuel, operation, maintenance, and 
associated expenses will be in addition to leasing costs. 

The Weather Bureau plans to use the funds appropriated for hurricane 
research in the 1959 supplemental for the lease of two DC-—6B aircraft in addi- 
tion to the purposes ‘justified in:our supplemental request. The funds appro- 
priated in the establishment appropriation will be used as planned for the 
instrumentation of the three replacement aircraft. 

The three airplanes will then be available for hurricane flights this coming 
Summer and will be used as niuch as funds will permit for tornado and severe 
local storm investigations in the Midwest during the spring months of 1960. 
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Because of the interest of your committee in the hurricane research program 
we should like to inform you of this change in plans for the utilization of the 
hurricane research funds appropriated in the fiscal year 1959 supplemental bill, 
I or members of my staff will be glad to discuss these changes in detail with 
you or members of your staff if you should so desire. 

Sincerely yours, 
F. W. REICHELDERFER, 
Chief of Bureau, 

Mr. Preston. That is on the $804,000 item ? 

Dr. REICHELDERFER. Yes. 

Mr. Preston. Your other research is about the same level as it has 
been in prior years ¢ 

Dr. Retcuevperrer. There will be no increase in expenditures for 
research. 


EstTaBLISHMENT OF METEOROLOGICAL FACILITIES 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 























1. Upper-air observational facilities.__._.....-.-.----.--.- $35, 290 $96, 200 $1, 261, 920 
eg | ee ee eee! 317, 880 454, 250 478, 565 
3. Surface observational facilities___..............-.-.----- 379, 968 218, 990 613, 220 
4. Construction of facilities in Alaska_-._....-.....-------- 311, 553 275, 000 170, 000 
5. Hurricane and tornado research equipment --_-..-_--.-~|.-----.------- £900, 000 1s. .cscusacaal 
6. Engineering and technical support. ._-.....-..--..----- 217, 719 152, 220 165, 326 
Tet CARING isk ids ded nd cchd sockbadniniodes 1, 262, 420 2, 496, 660 2, 689, 031 
Financing: 
Unobligated balance brought forward____............--.-- —2, 031,780 | —1, 369,360 —447, 700 
Unobligated balance carried forward_..-.....--.----.---.- 1, 369, 360 447, 700 758, 669 
Appropriation (new obligational authority) _.....-...--- 600, 000 1, 575, 000 3, 000, 000 
Object classification 
1958 actual | 1959 estimate | 1960 estimate 
Total number of permament positions. -__.-..-..._-- LcGeeaeed 29 23 23 
Average number of all employees. -.-.---.-.-......----------.- 25 16 16 
Number of employees at end of year_.---....--------------- 23 14 15 
Average GS grade and salary-_-_---..---- aio peed “2.7 $5, 585 8.1 $6, 278 8.2 $6,331 
01 Personal services: 
a Ee ey ee ee eee $166, 764 $114, 000 $120, 289 
Other personal services -_--.........--..--- bins 13, 007 8, 100 13, 702 
GE DUI DOR WINN cise seca seeakncnposncpwen 179, 771 122, 100 133, 991 
asthe he cite oreo ke hat SL. scl chs 23, 480 20, 850 20, 950 
03 Transportation of ee ee eee ee 14, 988 109, 190 50, 835 
Oe nn nenctranodesbhnaetasss BE Bi Shs gece. 375 
OS Bierce Oe mulicy oor veees...... 5.5 MeROE Books scant aetecacen ence 
07 Other contractual services __.......--- ja bccn 51, 831 1, 877, 650 328, 065 
Oo ReeNI OOD ERNIE no lo so cis ou ss deck an esc nc ac dnnn 165, 621 47,000 59, 325 
09 Equipment__---- a a i i Sk 493, 315 312, 000 1, 839, 285 
Wy Terene eens ei Si: 3ie 1.>-.<-.- 247, 420 
11 Grants, subsidies, and contributions.-_-_-....._.._.---.__- 10, 678 7, 780 8, 705 
15 Taxes and I a. a taketininmandnnuksninan dustin aes se 86 90 
NE WEENIE. cccnnaninidcehabesbsaibbscaossetd Clk 1, 262, 420 2, 496, 660 2, 689, 031 





Mr. Preston. The next item is entitled “Establishment of meteoro- 
logical facilities.” 

That is found on page 127 of the committee print and we will insert 
in the record at this point pages 1051 through 1055 of the justifications. 
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(The pages referred to follow :) 


Summary of requirements 











Koleopriation, 1050 (regular WD) « - 2-2. coin Scie smnn cn cee piinw seneoseswesennpenssnysanahens $275, 000 
GSunplerienital, 1900. 2.65. soc. nea tccuwateesecntsenawtieedecsscasccnecccntntecebccnasscce Sy eee 
RE BNE TI ono -ore <anrinpe adenr bl dead ecapeesudias eeedinsboarpaghertioluapeeereies 1, 575, 000 
alias PROCITE Us. 06 < cans w oti qucnsndhssechughasncasiasanconqepieurdshie dobenkthens —1, 575, 000 
Bees tar WO 4-3 bso ctiteysesgnnestmacet fic cei beonguame say er a astiet adele weaene eels 0 

Require- 

ments 1960 

estimate 
Upper-air CE nk 2 nde enativegeacapuedsbibenGuadées $1, 497,680 1, 497,680 
gg lll ES ee el a aa mies Sea eahie ilbdaarinte a ena 394, 960 394, 960 
Surface observational facilities_...........-- habt ekubaebivewundaiaasecdioeraoea 720, 560 720, 560 
Construction of facilities in Alaska. -........-..-...--- ; ddmp neds budaeom 170, 000 170, 000 
Hurricane and tornado research equipment.................------------------ 0 0 
TG THOCR IEE CHIC CHDTIEINOET GUIION Be src cn ccc cp cae esutquédecdscosséuasenesose 216, 800 216, 800 
"TORRE GURIEAGER OF BRO TNCI is, Binks = tee cep den eyes at scierettes Goawdeqrai~asdauney 3, 000, 000 


Summary of estimated obligations 





Estimate, Permanent 





Object classification 1960 employees, 

Nov. 30, 1958 

Total mambet Of DEEMADEEE DOMES. ..-.. cc. cncdnnncccnseneunassentntncuenae DP Wide bb todiecmnen 

Averiee namber of all employeds..... .......-. 2 esentscciceiin se dtdncccuctne 21 15 
01 Personal services: 

IIT RO is arsine Dice cnn eae alee bn ipa GARR GEE Ask ccitntannnses 

RE EE II sisi cnc ncinnvinces cea nine cespeerteiinnienigen elite BE itincewsesmace 

TR NE BI oa scenic ciiincnccccninnpaimminncililietl 1OR OOO fe itoc nace 

We Fo cca ws aE Sick cess Ra oda Sod iiekceed amid aian eben Gi he ice cncen 

ie FROIN OE IE ia. iia nmnnwncnminineattanmendibeineniaeamaae TE ik tidiremgnann 

Si rn IU... dae coeiintlepseieeetsineientemerinnraimeeaaniie S42 ——EEE 

Oe, ES GENRE GE WD soins cnctin encnincnceniacamcnandumenesinhinmbianeetet ET ibiscitinennmcne 

7 Other contractual services. _...........-------- deuasiihic detaches ancicechiicds snags aaa ee 

Oar. PRIN SINCE: SN sss snssee nice lp teshumscbabeienareinareel I  Bceecenwenascn 

A a a hd ce ediechadiin ie bchinaeee 0 7 ee 

NN ELE ELE FELLATE IE TT I Nirissnccciginaniconbtai 

ll Grants, subsidies, and contributions: Contribution to retirement fund__- BE is ccnencceguace 

I ns: iti Ascdpinigeinltnileabsaasiaunsieaesteenaaa aaa aaa male 9600, 000 fico ncn nee 


ESTABLISHMENT OF METEOROLOGICAL FACILITIES 


GENERAL JUSTIFICATION 


The program for fiscal year 1960 gives priority to equipment needed for 
the National Aviation Weather System and to starting a modernization pro- 
gram for the river and flood warning services. Funds also are requested 
for quarters for the upper-air station which the Department of Defense is 
transferring to the Weather Bureau at Shemya, Alaska. 

For the National Aviation Weather System, the equipment proposed for 
1960, together with that previously authorized will provide modern radio- 
theodolites for most of the U.S. network of upper-air stations. Radar weather 
surveillance coverage will be improved by installing microwave links at eight 
locations. Equipment for continuously measuring cloud height and visibility 
conditions and automatically computing and displaying runway visual range 
information in the weather and air traffic control offices will be provided at 13 
instrument landing airports. The cost of the facilities proposed for the Avia- 
tion Weather System under the 1960 program is $2,413,000. 

The river and flood forecasting service is devoted to saving lives and prop- 
erty by providing time, through advance warnings, for evacuating people and 
movable property, and other protective measures. The success of the warn- 
ings is largely dependent upon how early they can be issued. Very little mod- 
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ern equipment has been purchased for this program in recent years. Current. 
ly the warning service is hampered by its heavy dependence upon once daily 
or infrequent manual observations of river stages and precipitation and op 
landline communications which often fail during floods. In addition, above 
many flood susceptible communities there are many critical headwater areas 
that are uninhabited so that observers are unobtainable to report developing 
flood conditions. This estimate covers the first part of a major program to 
remedy these deficiencies by taking advantage of recent advances in radar, use 
of radioactive isotopes, and automation. The estimated cost of the 1960 por. 
tion of this program is $200,200. 

Transfer of the upper-air station at Shemya, Alaska, from the Department 
of Defense to the Weather Bureau will require construction of quarters for 
the civilian staff at an estimated cost of $170,000. This station was formerly 
located at Attu. and was transferred to Shemya about a year ago as a result of 
changes in naval operations in the area. The present station at Shemya is 
being operated by the Navy strictly on a temporary basis pending its transfer 
to the Weather Bureau. The provision of adequate housing is absolutely es. 
sential to permanent operation of the station with civilian employees since 
climatic conditions, isolation of the station and lack of recreational facilities 
otherwise would make it impractical to recruit personnel for the assignment. 

A summary and detailed discussion of the facilities proposed under this ap 
propriation in fiscal year 1960 follows: 


Summary of requirements by activity and projects 


Activity and project Units | Amounts 





1. Upper-air observational facilities 


(a) Procurement and installation of radiotheodolites 7 32 | $1, 264,37 
(h) Relocation of stations 7 3 | 208, 305 
(c) Balloon inflation buildings_- 2} 25, 000 
Subtotal | | 1, 497, 680 
2. Weather surveillance radar: Radar microwave links. -- | s 394, 960 
3. Surface observational facilities | 
(a) Automatic cloud height and visibility measuring and computing equip- " 
ment__- ; 13 520,300 § 
(6) Automatic river gages 24 | 61, 440 
(c) Radar river gages. | 5 | 28, 500 
(d) Radar beacon raingages 20 |} 60, 300 
(€) Radio transceivers_ | 48 | 24, 900 
(f) Radio-active isotope snow gages_-- | 4) 25, 000 
Subtotal _____-_- ; 720, 560 
4, Construction of facilities in Alaska: Living quarters, Shemya, Alaska--- 170, 000 
5. Hurricane and tornado research equipment us wei . 
6. Engineering and technical support a j | 216, 800 


Total establishment of meteorological facilities, fiscal year 1960_- — en 3, 000, 000 


RIVER AND FLOOD FORECASTING 


Mr. Preston. Doctor, will you discuss the item of $200,000 for 
river gages and flood warnings? Supply that for the record, will 
you? 

Dr. Retcuevperrer. Yes, sir. 

Mr. Preston. Just a paragraph. 

Dr. RetcHevperrer. Yes, sir. 

(The information requested follows :) 


STATEMENT REGARDING FLOOD WARNING REQUIREMENTS FOR REMOTE AUTOMATIC 
GAGING AND REPORTING 


The $200,000 flood warning item in the “Establishment of meteorological fa- 
cilities” appropriation is for purchase and installation of observational and 
communication equipment that will speed up the dissemination of flood wart 
ings. The earlier a warning, the more effective it is for saving lives and prop- 
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erty by evacuation of people and property and other protective measures. 
Prompt observation and transmission of precipitation and river stages are nec- 
essary for the preparation of the forecasts, yet there are key areas where ob- 
servers are unobtainable, where manual river observations during high water 
are hazardous, where a greater frequency of reports is needed, and where ordi- 
nary Communications are lacking or fail during flood conditions. Advances in 
radar, use of radioactive isotopes and automatic gear make it possible to rem- 
edy these deficiencies. 

We have within the past year developed a radar beacon which reports amounts 
of rainfall automatically to the radar scope. This can be used to obtain imme- 
diately quantitative reports from isolated, uninhabited places whose runoff will 
affect populated areas in a matter of hours. The radar beacon principle can 
also be adapted for river gage reporting—from points where continuous report- 
ing is important, from points that no observer could reach during high water. 


The radar beacon can also be adapted to interrogation of the radio-active iso- 
tope gage which measures the water content of snow by geiger count of cobalt- 


60 radiation transmitted through mountain snow pack. Where radar is unavail- 
able, radio interrogation can be used to obtain these data from the inaccessible 


mountain location of the West. 

In addition to the above, we propose to install automatic river gages, where 
landlines can be used, for automatic reporting of stages to a Weather Bureau 
office or collection center. One other class of item consists of radio transceivers 
for the use of local networks in flash-flood areas, so that observers and flood 
warning representative can complete collection of reports and dissemination of 
warnings in the minimum time, since warning time in these situations may be 
at best only an hour or two. 

These modern observing and communication facilities will enable the Bureau 
to obtain urgently needed reports that heretofore have been unobtainable: The 
result will be an important improvement in the Bureau’s river forecasting and 
flood warning services. 

Mr. Presron. Doctor, we have already discussed the radar you plan 
toinstall. I believe it is 16 during the coming fiscal year ? 

Dr. RetcHELDERFER. Yes, sir. 


UPPER-AIR OBSERVATIONAL FACILITIES 


Mr Preston. It is noted you have considerable increases in the area 
of upper-air observational facilities. Is this for equipment princi- 
pally ¢ 

Dr. Rercuretperrer. The new radiotheodolite, yes. It is primarily 
for equipment. 

Mr. Presron. Is that the area where you are asking for one addi- 
tional position in the budget ¢ 

Dr. RetcHeLpDerrer. This isa different subject. 

Mr. Preston. There are no positions involved ¢ 

Dr. Rercnetperrer. This equipment would be operated by the peo- 
ple now used to operate the present equipment which is obsolete. It 
provides for 32 sets of modern equipment for measuring high-altitude 
winds. 

Mr. Preston. Is the relocation of three upper-air stations for con- 
gested airports ? 

Dr. Retcuriperrer. Yes, and there is another item for inflation 
buildings for two stations needed to complete the domestic facility. 
This will substanti: ally improve the collection of upper-air information 
required for the jet aircraft operations and general forecasting serv- 
ice purposes, not only for aviation but for the general publie and for 
agriculture. 





i VM EP 


FaLtA st LATA 


Bil 


5 
, 


UHEP RL Hatt 





582 
ENGINEERING AND TECHNICAL SUPPORT 


Mr. Preston. Under the category of engineering and technical sup- 
port, you seek seven additional positions? 

Dr. RetcHeLpERFER. Yes, sir. 

This is in connection with the installation of new equipment to make 
site surveys, to plan and design installation facilities. Once the equip- 
ment is installed, these positions can be discontinued. 


SURFACE OBSERVATIONAL FACILITIES 


Mr. Preston. You seek $720,560 for surface observational facili- 
ties? What does that embrace ? 

Dr. Reicuevperrer. It includes cloud-height and visibility measur- 
ing equipment, computing and display equipment for 13 instrument 
landing system airports essentially for safety and reliability of in- 
strument flight vile aircraft operations. It also includes modern 
river and precipitation gaging equipment and communication facili- 
ties for approximately 100 locations to improve the flood warning 
service. 

Mr. Preston. This is slant range equipment ? 

Dr. Retcuevprrrer. The first part is slant range equipment. 

Mr. Preston. This is considered by the aviation people, I think, 
as very vital equipment. 

Dr. Retcuevperrer. They regard this as one of the most important 
improvements in aviation weather equipment in the last decade. They 
consider it as absolutely essential to improvement in better landing 
facilities they are planning. 

Mr. Preston. My recollection is that most of our serious air acci- 
dents have occurred in and around airports and not while en route 
from destination to destination. 

I certainly think we ought to provide every facility that has been 
developed for air safety around the airports. 

Dr. Retcuetperrer. This is what we aim to do; yes, sir. 

Of course, in addition to the safety factor, the use of this equip- 
ment to seize every opportunity to get the planes down is very impor- 
tant in maintaining schedules and avoiding traffic pieces. 

Mr. Preston. Especially if I am a passenger in them. 

I have seen some scary moments in them, and at such times I have 
wondered if we got all of the equipment down there that we needed 
when we are coming in and its looks like the ducks are walking on 
the ground. 

Dr. RetcHe.LperFer. This is usually the most critical stage in the 
flight. 

CONSTRUCTION OF FACILITIES IN ALASKA 


Mr. Preston. What facilities will be constructed in Alaska? What 
will be built and what will be the cost? 

Dr. RercuetperFer. The estimates provide $170,000 for Arctic-type 
living quarters and furnishings and utilities for the Upper Air Sound- 
ing Station at Shemya, Alaska. This is an outpost station and it 1s 
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very important, not only for getting the first evidence of weather 
formations in that part of the north Pacific, formations that usually 
affect weather in the United States later on, but it is also, in a sense, 
a strategic location for general purposes. It is one of the outposts in 
the Arctic. 

Mr. Preston. Living quarters are not available there now? 

Dr. RericHevperrer. There are only temporary living quarters that 
are not suitable for permanent occupancy ; no. 

Mr. Preston. Is that a facility located in a remote area? 

Dr. REtcHELDERFER. It is quite isolated ; yes. 

It is not quite as far out as Attu, but it takes the place of a station 
formerly maintained by the Navy at Attu. 

Mr. Preston. This concludes our consideration of the Weather Bu- 
reau programs. 

Thank you very much for a very interesting hearing. 

Dr. ReicHeLperFER. Could I make a 30-second statement, Mr. 
Chairman ? 

Mr. Preston. Yes, sir. 


INVESTIGATIVE REPORT 


Dr. Reicuevperrer. We are very much interested in the questions 
that came from the investigating staff which you spoke about. We 
repeatedly invited them to talk with several of us who had the overall 
picture, pointing out that when the parts of a picture or when the 
parts of a jigsaw puzzle come from isolated inquiries, sometimes gaps 
are left and the whole picture is not clear. I fear that the differences 
of opinion that I had to express are due primarily to the fact that 
while they tried very hard, they did not get the whole picture. They 
missed many essential facts. 

Another general aspect is this : 

Many of the questions asked placed the Weather Bureau very much 
on the defensive, and I think it would be of interest to the committee 
to state this point very briefly : 

The increases for meteorology in the Federal Government have been 
large. The Weather Bureau has viewed with much interest and some 
concern increases which far outstripped the increases for the Weather 
Bureau, and we feel that in some of these areas we could have done a 
more economical job than some of the agencies that are getting into 
meteorology, but here is the crux of the matter: Weather is so im- 
portant in human affairs—in civil and military affairs—and the sci- 
ence of meteorology is so far from meeting all of the requirements 
that I think there is some virtue in having other agencies that think 
they can do a better job, have a try at it. 

Now, this is true with particular reference to studies in cloud 
physics and weather modification. The Weather Bureau has done an 
excellent job in this field, but we have not been able to perform 
miracles. We are willing to let other people try to perform miracles 
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and we think in the end there will be full justification and verifica- 
tion of the efficient and economical manner in which the Weather 
Bureau has operated in this and other meteorological fields. 


RAINMAKING 


Mr. Preston, Doctor, before you go, you used a term in your 
statement which prompts a question : 

Has there been any material development or improvement in the 
technique of rainmaking during the last 12 months? 

Dr. Rercueperrer. There have been some, for example, by a re- 
search institute in Arizona where they have been able to use cloud 
seeding in a more specific manner; that is, to treat different parts of 
of the clouds and study the effects in a much better way than ever 
designed before. So, there have been some improvements in the 
theory. There have been no improvements in the practical end 
products; that is, in the formation of rain. 

This still stands practically as it did a year ago, that under the 
conditions of orography where there are upslope winds that form 
crest clouds on the mountains with the clouds at temperatures below 
freezing, it is quite possible to seed the clouds and change the water 
droplets into snowflakes or ice particles that fall on the mountainside 
and provide an additional source of water for irrigation. Now, the 
figures that are generally agreed upon indicate that under some con- 
ditions the increase by this method in precipitation over the amount 
that would have occurred without the seeding is of the order of 10 
or 15. percent of the amount of rainfall. This does not work in all 
eases. In a few cases it may exceed 15 percent, but not in many. 

There is absolutely no definite evidence of increase in rainfall in 
flat country where you do not have the upslope, warm front effect. 
This is not to say that it is impossible. It simply says the techniques 
have not been developed and there is no certainty that it can be devel- 
oped. Weather control and rainmaking involve some very large-scale 
factors. Not only isit likely totake a great deal of material for seeding 
or a great deal of power if you cha ange the circulation to produce 
results, there is also the question of the consequences. 

Is the cure worse than the disease? This has not been properly 
evaluated yet. There are many examples. <A very simple one, I think, 
is this: If there were some way to prevent the severe freezes and the 
cold waves that come down over Europe and over North America, this 
would at the same time remove the source of rainfall in the marginal 
areas of southern California, the French Riveria, and so on, because 
they get their rainfall as a result of these great outbreaks of cold air 
from the polar regions. So, we will have to evaluate the consequences. 


WEATHER MODIFICATION 


Mr. Fioop. You are touching upon another potential. We are inter- 
ested in the ultimate use of the weather as a weapon. 

Dr. REICHELDERFER. Yes, sir. 

Mr. Fioop. The prevailing winds control radiological fallout from 
east to west. 
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Dr. RetcHeELDERFER. West toward east, sir. 

Mr. Horan. If you have cherr ygrowers s and wheatgrowers cheek to 
cheek there may be some argument there. 

Dr. Reicuetperrer. You know, there are some proposals where 
people talk about opening up lands in the far North, for example, by 
scattering coal dust or carbon black on the ice fields, and the snow, 
which would increase the heat absorbed and therefore melt the snow 
and would change the climate, but I am sure you have seen reports to 
the effect that if all of this ice in the Arctic were melted, the sea level 
would rise about 15 feet, and it would put parts of New York City 
under water. 

Mr. Horan. And Pennsylvania Avenue. 

Dr. RetcHEeLperFeR. And, moreover, if this were extended to the 
Antarctic the rise in sea level would be 100 to 150 feet, or more. 

So, there are consequences that need to be evaluated before we con- 
clude that weather control is just around the corner. 

Mr, Suetiey. The only thing you would have left would be the 
top of the Andes in South America and the high peaks in New 
Zealand. 

Mr. Preston. It has been a very interesting session, Doctor, and 
we thank you gentlemen very much. 

Dr. Rercuevperrer. Thank you, Mr. Chairman and members of 
the committee. 
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ST. LAWRENCE SEA 


Wepnespay, May 6, 1959. 


CORPORATION 


WITNESSES 


LEWIS G. CASTLE, ADMINISTRATOR 


E. REECE HARRILL, ASSISTANT ADMINISTRATOR 
BRENDON T. JOSE, COMPTROLLER-TREASURER 
JOHN J. ALLEN, JR., UNDER SECRETARY OF COMMERCE FOR TRANS. 


PORTATION 


WAY DEVELOPMENT 


Sr. LAWRENCE SEAWAY DEVELOPMENT CoRPORATION FUND 


Program and financing 


Program by activities: | 
Capital outlay: | 
. Land, land rights, and relocations... -_-.._...._._--- | 
Locks_- Ev OPENS CER ALS ee ee ee ee 
, onemmens and cnmals....................- 
Roads and bridges. _ __ 
Navigation aids and related facilities. 
. Permanent buildings and equipment. tei 
Engineering and design ieckaNbosactnusedes eae 
Supervision and inspection _. : 
Operating costs capitalized during construction 


SRN eae etm 


Total applied costs_.__._.__- 
Unapplied costs pikmin team's 


Total capital outlay, funded 


Operating costs: 
10. Operation of locks and canals and traffic contro] - 
11, Maintenance of navigation aids is 
12. Maintenance of plant and equipment 
13. Administrative expenses (limitation) 
I ee hc aeeou es 
a oN a a Se ct ad eens 


py ee ae eee eee 
Unfunded adjustments to total operating costs: 
Accrued interest deferred (—) ..........--...--- 
Depreciation included above (—) 
Operating costs capitalized during construc- | 
tion (— LIke ceca hSoe enews subenem weaned 


Total operating costs funded 


Total program costs, funded. __- 
16. Relation of costs to obligations: Costs financed 
from obligations of other years, net (—) - - 


Total program (obligations) _.__............- 
Financing: 
Amounts becoming available: 
Authorization to expend from public debt receipts. __- 
RRND) IRIE ONIN 65 os eerectiniiovs Sinn mtinkneciweneen 
Unobligated balance brought forward ees to 
expend from public debt receipts) _......._.._____-__- 


nr IIE OI oo oS ca eanan 
Unobligated balance carried forward (authorization to 
expend from public debt receipts) .............._.-.--__- 





Finaneing applied to program.___.............---..... 
























































1958 actual | 1959 estimate | 1960 estimate 
$2, 244, 065 $575, 000 |. _...- 222.2... 
14, 679, 784 1, 926, 000 
12, 780, 753 5, 339, 600 “s 696, 800 

3, 899, 359 37 Oa 2d8 

807, 234 99, 500 |..... 

3, 842, 512 4, 210, 900 | 748, 800 
134, 440 224, 500 10, 000 
1, 696, 623 758, 700 322, 600 
453, 467 1,075,100 4 <=... tee 
40, 548, 237 16, 925, 400 4, 778, 200 
145, 640 —271, 220 — 250, 000 
40, 693, 877, 16, 654, 180 | 4, 528, 200 
- == = 
90, 180 641, 000 625, 000 
Se RO: 77, 000 75, 000 
19, 795 260, 000 275, 000 
353, 492 415, 000 415, 000 
9, 992 300, 000 1, 250, 000 
2, 632, 354 3, 699, 820 4, 000, 000 
3, 105, 813 5, 392, 820 6, 640, 000 
— 2, 632, 354 9 000, G20 baw nccccsapnce 
—9, 992 —300, 000 —1, 250,000 
—463, 467 —1, 075, MD fcc tk skeet 
i 317, 900 5, 390, 000 
— ——— el rs —— 
40, 693, 3, 877 17, 972, 080 9, 918, 200 

—% 170, 201 —6, 686, 651 —1, 640, 00 
12, 523, 676 Hl, 285, 420 8, 278, 200 
35, 000, 000 |_.._-__- saan eto sshaieaiea 

sialic ass ives neuen 1, 500, 000 4, 200, 000 
9, 201, , 425 31, 677, 749 21, 892, 320 
44, 201, 425° 33, 177, 749 26, 092, 320 

—31, 677,749 | —21, 892, 320 —17, 814,10 

12, 523, ¢ 676 i 285, 429 8, 278, 200 
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LIMITATION ON ADMINISTRATIVE ExpENsEs, St. LAWRENCE 
SEAWAY DEVELOPMENT CORPORATION 


* Program and financing 





1958 actual | 1959 estimate | 1960 estimate 





Program by activities: Administration a Gated accrued admin- 





istrative expenses) - - eau sean inuietirieaentisaesaes ote igs area $353, 492 $415, 000 $415, 000 
Financing: 
Unobligated balance no longer available_-_-........._- i. GO diate h lotic 
ellie dl J hari, ates es See ORB A 400, 000 | 400,000 | 415,000 
Proposed increase in limitation due to pay increases____- pr Searrre BB. OO bevwncneen 





Object classification 


1958 actual | 1959 estimate | 1960 estimate 


| 
| 
| 




















Total number of ne MNNONER. « hea cunacens coed 166 184 182 
Full-time equivalent of all other positions. __-_-- ae 2 1 1 
Average number of all employees------.-...---- ; 43 168 163 
Number of employees at end of year____..-_--- 7 ‘ 175 _ 18 182 
Average GS grade and salary_-_-.----- == 8.9 ‘$7, 252 ‘8. 6 $7, 171 | 8.3 $7,079 
01 Personal services: 
Permanent positions __--- --- area aie G - $326, 479 $942, 680 $922, 300 
Positions ot er than permanent. ere 23, 765 25, 000 25, 000 
Ot'\er personal services ___- ‘ 27, 003 32, 890 35, 000 
Excess of annual leave earned over leave taken____- 46, 552 ie Ek a hse 
Total personal services..............-...-.---...- 423, 799 1, 000, ‘570 982, 300 
Deduct portion not chargeable to limitation on admin- 
ER IE iintian acedencenetpnenesane deed ced 159, 949 681, 570 662, 300 
DOE WORROUINE COP TUNOE ne 6 5 od ccccesivescneeccas : 263, 850 319, 000 " 320, 000 
ON i cies eh ae eam eninit ni hens aeaeapee atin Gini whal 24, 929 20, 000 20, 000 
Se On OF CEN a oi ink one RR Ec nwtnn ee 6, 290 5, 000 5, 000 
04 Communication services. -...........-...------- See 5, 778 6, 000 6, 000 
Ob” Demise ame WOME GOT VION... «oc ce occ ecieneesilgde chi: 14, 578 4, 000 4, 000 
0 Printing and reproduction.-.._...........--.-.-.-- hich dike 5, 657 15, 000 10, 000 
Ne ecg oo cana tnebankumamioewaes 871 3, 000 4, 000 
OT CARTE COMIN SI VIIID. « . 5 non no cen pecnccensccecnccs 7, 841 6, 000 8, 000 
Services performed by other agencies Ae hire, Sakae 5, 849 9, 000 9, 000 
pI, ccc nnnnncdiadsmacteced sab cee na 4, 337 6, 000 7, 000 
11 Grants, subsidies, and contributions. _...............--.-- 13, 041 21, 000 21, 000 
15 Taxes and assessments _-......--.---- abs aactnkiiciananaaieaaian 471 1,000 1, 000 
Total accrued administrative expemses__-..........-.-..- 353, 492 415, 000 415, 000 
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Mr. Preston. The committee will be in order. 

The first item this morning is the St. Lawrence Seaway Development 
Corporation found on page 165 of the committee print. 

We will insert pages 16 and 29 of the justifications in the record at 
this point. 

(The pages follow:) 


GENERAL JUSTIFICATION OF BupGET PROGRAM 


Location: The U.S. works of the seaway are in and along the international 
boundary and the St. Lawrence River, comprising a 114-mile reach from Lake 
Ontario downstream to St. Regis. The first 68 miles from Lake Ontario down 
to Ogdensburg, N.Y., is known as the Thousand Island section. The 46 miles 
below Odgensburg which extends to St. Regis (below Massena, N.Y.) and cover- 
ing the Long Sault and Cronwall Island areas is known as the International 
Rapids section. 

Summarized financial data 


Borrowing authority status: 
Authorization to borrow and to expend from public debt re- 


ceipts (Public Law 358, 83d Cong.) $105, 000, 000 
Additional borrowing authority authorization (Public Law 

85-108, 85th Cong.) __--- ; y Phe 35, 000, 000 

Total borrowing authority. . 140, 000, 000 


Less: Estimated cost of the seaway (exclusive of interest dur- 
ing construction) — __ i wht Saltau ns etna ps ae 

Balance of borrowing authority available for Corporation 

working capital and a reserve for contingencies and 
claims_-_---. i . 18, 137, 400 

Scheduled use of borrowing authoritv: 

Actual borrowings through fiscal vear 1958 ud 96, 700, 000 
Estimated borrowings for fiscal vear 1959 ‘ re 17, 100, 000 
Estimated borrowings for fiscal year 1960___- ‘ 4, 200, 000 
Balance available to complete seaway and for working capital_ 22, 000, 000 
Total scheduled use of borrowing authority_..._..._....... 140, 000, 000 
121, 862, 600 


Estimated total obligations to be incurred on the construction pro- 
gram: 
Latest estimated cost of seaway, exclusive of interest during 
construction 
Actual obligations incurred through fiscal year 1958___-- . 108, 321, 902 
Estimated obligations for fiseal year 1959 ae oar 9, 967, 529 
Estimated obligations for fiscal year 1960_- ; z 2, 888, 200 


121, 177, 631 
Anticipated obligations after fiscal year 1960___ -- Sf 684, 969 


121, 862, 600 

Estimated total construction cost to be incurred: 
Exelusive of interest during construction stl. je 5 eee 
Actual cost through fiscal year 1958____- g i a eee 99, 620, 600 
Estimated cost for fiscal year 1959__.-. ~ _-_-_-- Ls eSeteergte 16, 654, 180 
Estimated cost for fiscal year 1960_ - 4, 528, 200 


102, 802, 980 


Balance to complete seaway after fiscal year 1960 __-_-_-_- 1, 059, 620 
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Irplanation of administrative expenses—subject to congressional limitation 





1958 actual | 1959 estimate | 1960 estimate 





Persone BOL VICCGS...n. 5 - nc winn sd cnade diss ap enor senaedsease eed $263, 850 $319, 000 $320, 000 
Includes personal services for staff officers of the Admin- 
istrator, the Deputy Administrator, Assistant Adminis- 
trator, Office of the Comptroller-Treasurer, Office of the 
Counsel, the Information Office, and the Administrative 
Office, as well as for the Advisory Board, consultants and | 
experts for management and administration. 
Tre0el SIDER i. cca oan- acébennuir abe dadennsbasdsapicewies 24, 929 20, 000 20, 000 
Includes per diem and other expenses of the administra- 
tive staff for trips to Washington, D.C., Buffalo, New 
York City, Montreal, Ottawa, Cornwall, and other points 
in the St. Lawrence and Great Lakes Seaway area, and 
travel in connection with coordinating programs of the 
St. Lawrence Seaway Authority of Canada, the New 
York State Power Authority, the Hydro-Electric Power 
Commission of Ontario, and the Corps of Engineers, con- 
struction agent. | 
Pransportation Of things, <<. ind -- 5 nig nos pi nije danseee ; 6, 290 5, 000 5, 000 
Includes transportation e xpe nses of moving house hold 
effects of employees, postage used in parcel post, express, | 
and freight on supplies and equipment procured for admin- | 
istrative use. | | 
Communication services--.- —aasee pee | 5, 778 6, 000 6, 000 
Includes telephone and teleg graph services, letter postage, 

and other miscellaneous communication services. 











Mr. Preston. There are two requests involved here; one, to increase 
the limitation from $400,000 to $415,000, and two, to increase the 
amount for “Official entertainment expenses’”’ from $1,000 to $2,000. 

We have with us this morning the Under Secretary of Commerce 
for Transportation, Mr. John Allen. 

Do you wish to make some comments about this item, Mr. Secre- 
tary? 

Mr. Auten. Yes, I do. 

Mr. Preston. We will be glad to hear from you at this time. 


GENERAL STATEMENT BY UNDER SECRETARY OF COMMERCE FOR 
TRANSPORTATION 


Mr. Auten. I believe this is the first time an official of the Depart- 
ment of Commerce has come before you on the subject of the request 
for the St. Lawrence Seaway Deve ‘lopme nt Corporation, 

In the basic law the Corporation is placed under the management 
of the administrator, but in the first sentence of that law is the addi- 
tional phrase that the Corporation shall be subject to the supervision 
and direction of the President of the United States. 

| believe that is the approximate language. 

The President, by Executive Order No. 10771 dated June 20, 1958, 
delegated that responsibility, generally speaking, to the Secretary of 
Defense with regard to the construction of the seaway and otherwise 
ordered that the Secre tary of Commerce should exercise the direction 
and supervision with respect to the Corporation as provided for in 
the law. 

Under that direction from the President, the Department of 
Commerce now has a very direct interest in the operations. We are 
in a transition period, in a sense, as the seaway is now beginning to 
Operate as a seaway. 

We are endeavoring, and I think successfully, to work out the 
relationship between the Corporation and the Department so that the 
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Administrator of the Corporation may carry on the business of the 
Corporation with as little supervision and direction as possible and 
still permit the Secretary of Commerce to perform the duties dele- 
gated to him by the President under the law. 

That accounts for our interest and our appearance here this morning. 

Mr. Preston. Thank you, Mr. Secretary, for making that explana- 
tion to the committee. 

We have with us this morning Mr. Lewis G. Castle, the 
Administrator. 
Do you have a prepared statement, Mr. Castle? 


GENERAL STATEMENT OF ADMINISTRATOR 


Mr. CastTLe. Yes, sir. 

Mr. Chairman, it is a very short statement and I can brief it, if you 
want me to do it that way, unless you feel you have absorbed it 
yourself already. 

Mr. Preston. I believe a good part of it is tables and maybe you 
had better brief the statement. 

Proceed. 

Mr. Castup. First, I would like to introduce Mr. E. Reece Harrill. 
the Assistant Administrator and Mr. Brendon T. Jose, Comptroller- 
Treasurer. 

Mr. Preston. We are delighted to have them with us this morning. 

Mr. Castie. We are also pleased to have Mr. Allen, Mr. Nielson 
and Mr. Drance from the Department of Commerce. 

We appear again this morning, Mr. Preston, to bring you up to 
date on the status of our project and to highlight our budgetary re- 
quirements for the Corporation for fiscal year 1960. 

As you know, our Corporation is charged with the responsibility 
of constructing, operating, and maintaining our portion of the seaway 
which is being undertaken jointly by the Governments of the United 
States and Canada. The project is comprised of navigational im- 
provements in U.S. territory within the 114-mile international section 
of the St. Lawrence River extending from Lake Ontario downstream 
to St. Regis, N.Y. 

We are created, by law, as a self-sustaining and self-liquidating 
enterprise. The Corporation is required to recover from toll revenues 
all costs of operating and maintaining the works under its adminis- 
tration including depreciation, payment of interest on borrowed 
money, payments in lieu of taxes and repayment of construction costs 
of the seaway, within a period of not to exceed 50 years. 

Public Law 358, 83d Congress, as amended by Public Law 85-108, 
authorized the Corporation to issue to the Secretary of the Treasury, 
revenue bonds payable from shipping toll revenues with the pro- 
vision that not to exceed $140 million shall be outstanding at any 
one time. 

As of March 31, 1959, the status of the Corporation’s borrowing 
authority was as follows: 


Dalel Geerowing wethetlty . ... 6. = sos. = - oe ei he kee ds $140, 000, 000 
Less expenditures to Mar. 31, 1959_._-...-..----. ----------- 111, 948, 516 
Balance of unearned construction and supply contracts_----- -- ee 2, 828, 381 





Meee eta te geet oll Sk Oe eee ee eee 114, 776, 897 








Unobligated borrowing authority _................-.---- 25, 223, 103 
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The commitments against the unobligated borrowing authority to 
cover the work performed by hired labor forces, including reservations 
for the Corporation and construction agent’s costs, amount to about 
$6.6 million to June 30, 1959. 

The latest estimated construction costs of the U.S. seaway project, 
as prepared in December 1958, total $127,855,200, including interest 
during construction and reflect a further reduction of $2.7 million from 
the previous estimate as of December 31, 1957. 

Since the 1958 budget was submitted to Congress 2 years ago, the 
estimated cost of the U.S. portion has been reduced from $143 million 
to $127,855,200, or $15,144,800. 

This has been accomplished without deleting or omitting any of the 
essential features authorized for the project. 

The reduced estimate is occasioned by the awarding of contracts at 
less than the amounts reserved, elimination of reserves for contin- 
gencies which did not materialize, and certain minor changes in work 
programs. 

An additional saving has been realized on interest on construction 
due principally to the Corporation’s policy of issuing bonds only as 
money is required, as well as a reduction in the amount of funds 
necessary to finance the project. 

The Corporation has contingent claims filed against it for approxi- 
mately $9.2 million arising principally from claims by contractors for 
alleged damages, due to the changed conditions encountered while 
engaged in seaway construction. 

hese claims have not been recorded as obligations against the 
Corporation’s borrowing authority as there is doubt as to the amount, 
if any, to which these claims may materialize. 

On March 31, 1959, the U.S. portion of the seaway was approxi- 
mately 92 percent completed, with all features of construction either 
completed or on schedule. 

The major activities remaining to be completed are channel enlarge- 
ments in the Thousand Islands section, marine dredging in the South 
Cornwall Island section, completion of the mooring facilities and land 
rehabilitations in the Long Sault Canal section. 


CONSTRUCTION PROGRAM FOR FISCAL YEAR 1960 


Pursuant to the Government Corporation Control Act, the Corpora- 
tion submitted its fiscal year 1960 program of construction work esti- 
mated at $4,528,000. 

During fiscal year 1960, the Corporation is scheduled to complete 
the construction program comprising the 10-mile canal, two locks, 
navigation channels in the 46-mile International Rapids Section 
of the St. Lawrence River between Ogdensburg and Massena, N.Y., 
and certain channel and related navigation work in the 68-mile Thou- 
sand Islands section between Lake Ontario and Ogdensburg. 

The amounts of the estimated program are to be applied to the 
following features of work: 


Channels and canals_______.------ tee Sie LY 2a 4c $3, 696, 800 
Permanent buildings and equipment- -------- Batt laencar, de « pane dns 748, 800 
Engineering, supervision, administration, and other cost_-_.-....-~-- 82, 600 

Total cost of work to be performed in fiscal year 1960_...... 4, 528, 200 


ome £ ef en eee 
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SEAWAY OPERATIONS 


Under our operations the locks and channels were opened to nayi- 
gation beginning July 3, 1958, as a temporary bypass of the Canadian 
14- foot draft canal. ~ Duri ing the 1958 navigation season, 5,289 vessels 
were transited and much valuable experience gained. Our locks wer 
thoroughly tested and their operating effectiveness was above expec. 
tations. During the winter season, construction test checks were 
performed and minor modifications were made. 

Operations of the deep-draft seaway opened April 25, 1959, on a 
toll basis. 


OPERATING PROGRAM FOR FISCAL YEAR 1960 (EXCLUSIVE OF ADMINIs- 
TRATIVE EXPENSES) 


Fiscal year 1960 will be the first full year of operations of the 27-foot 
seaway. The amounts of the estimated program, exclusive of interest 
expenses, are as follows: 


Operation of locks and canals and traffie control _ $645, 000 
Maintenance of navigation aids ; 75, 000 
Maintenance of plant and equipment ; 255, 000 


__.-. 975,000 

Since preparing this budget request, a wage board survey in our 
work area has revealed our hourly wage structure was considerably 
under the going rate. 

We are in a highly competitive area for skilled and semiskilled 
craftsmen, inasmuch as there are several industrial plants in the 
Massena area. 

I might mention that General Motors has moved in there with 
about a $25 million plant. Reynolds Metals has built a plant of 
about $100 million and Alcoa is also there and we now have quite 
an active labor market up there comprising, I would say, over 5,000 
to 6,000 men. 

The Civil Service Commission has jurisdiction over matters such 
as determining and establishing wage board areas throughout the 
United States. The Commission also issues wage board polici ies, rules, 
and regulations in order to achieve uniformity in all Government 
agencies. Historically the governmental policy on wage board rates 
has been one of not est: ablishing the highest rate, the lowest rate, 
nor even the medium rate, but establishing the prevailing rate has 
been one of somewhere between medium and high. 

As a result of this wage raise of approximately 15 percent, we 
have been forced to further reduce our personnel requirements and 
to schedule more employees on leave without pay during the off- 
navigation season. 

For instance, the wage for a laborer was budgeted at $3,810 and 
the rate is now $4,472, representing an increase of more than 17 
percent. 

Another example is the change in the rate of a deckhand from 
$4,330 to $4,909, or an increase of approxim: ately 10 percent. 

For the record, I would like to insert our present wage rates for 
hourly employees under exhibit A. 

(The material referred to follows: ) 


Total operating costs, fiscal year 1960 
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Exuipir A 
St. LAWRENCE SEAWAY WaGeE Boarp, SCHEDULE OF WAGES 


Wage rate schedule for Massena, N.Y., locality 


NE a ea I ah Fk tin ee 


— : 
Hourly rates ! Annual rates 
| 


| 1st shift | 2d shift | 3d shift | 1st shift | 2d shift | 3d shift 





Tugmaster eae = 30 






$3. 85 $4. 09 $4. 34 $8, 008 $8, 507 $9, 027 

Marine engineer. - ‘ : 30 | 3.85 4.09 4. 34 8, OOS 8, 507 9, 027 
Dispatcher/tugmaster ie 29 3.71 3.99 4.17 7,717 8, 299 | 8, 674 
Marine engineer, assistant--------| 29 3.71 | 3.99 4.17 7,717 8, 299 8, 674 
Mechanical supervisor - - - -- 29 | 3.71 3.99 | 4.17 | 7,717 8, 299 | 8, 674 
Electrical supervisor - - - - -- 29 3. 71 3. 99 4.17 | ag tne 8, 299 8, 674 
Mechanic, master --- ; 26 3. 48 3. 67 3.90 | 7, 238 7, 634 8, 112 
Floating crane master. --.-- | 26 | 3.48 | 3. 67 3. 90 7, 238 7, 634 | 8, 112 
Lockmaster . .-. ae tee 23 3.16 | 3. 33 3. 53 6, 573 6, 926 7, 342 
Dispatcher coun 23 3.16 | 3. 33 3. 53 6, 573 6, 926 7, 342 
Lockmaster, assistant - - -_- — 20 2. 92 3. 10 3. 28 6, 074 6, 448 6, 822 
Electrical foreman ya 20 2. 92 | 3. 10 3. 28 6, O74 6, 448 6, 822 
Machinist foreman . 20 2. 92 3. 10 3. 28 6, O74 6, 448 6, 822 
Machinist oie eats 18 2.78 2. 96 3.12 5, 782 6, 157 6, 490 
Millwright... : Sipe ak 18 | 2.78 2. 96 3, 12 5, 782 6, 157 6, 490 
Electrician.....--. Reece bekoe 8 IS 2.78 2. 96 3. 12 5, 782 6, 157 6, 490 
Welder = _ - . 1H 2.65 2. 82 2. 97 5, 512 5, 866 6, 178 
Control operator . oe 16 2. 65 2. 82 | 2. 97 5, 512 5, 866 | 6, 178 
Carpenter foreman pee 16 2. 65 2. 82 2. 97 5, 512 5, 866 6, 178 
Plumber... . aoooe 16 2. 65 2. 82 2.97 | 5, 512 5, 866 6, 178 
Pipefitter ‘ oe . : 16 2. 65 2. 82 2. 97 5, 512 5, 866 | 6, 178 
Heavy equipment operator. 16 2. 65 2. 82 2. 97 5, 512 5, 866 6, 178 
Equipment mechanic 15 | 2. 60 2. 74 | 2. 90 5, 408 5, 699 6, 032 
Mechanic, auto 2 15 | 2. 60 | 2.74 2. 90 5, 408 6, 032 
Mechanic, diesel iG 15 | 2. 60 | 2.74 2. 90 5, 408 6, 032 
Carpenter Sate 7. 14 | 2. 54 2. 68 2. 83 ), 283 5, 886 
Launch operator . 14 2. 54 2. 68 | 2. 83 5, 283 | 5, 886 
Crane operator. 14 2. 54 2. 68 2. 83 5, 283 5, 886 
Machinist helper. ; 12 2. 48 2. 6: 2.72 5, 158 { 5, 658 
Electrical helper ; 12 2. 48 2. 2.72 5, 158 5, 450 5, 658 
Service station operator 12 | 2. 48 2. 2.72 5, 158 | 5, 450 », 658 
Equipment operator- - - 12 2. 48 2. 2.72 5, 158 5, 450 5, 658 
Rigger Be 12 2. 48 2. 2.72 5, 158 5, 450 5, 658 
lotor pool supervisor. 12 2. 48 2. 2.72 5, 158 5, 450 5, 658 
Building maintenance supervisor il 2.40 2. 5: 2. 67 4, 992 5, 26% 5, 554 
Painter 11 | 2. 40 | 2. 53 2. 67 4, 992 5, 26 5, 554 
Control operator, assistant 10 2.31 | 2. 46 2. 61 4,805 5, 117 5, 429 
Oiler-wiper ss | 10 2. 31 2. 46 2. 61 4, 805 5, 117 5, 429 
Truckdriver 7 2. 24 | 2. 36 2. 50 4, 659 4, 909 5, 200 
Tractor operator. . 7 2. 24 2. 36 2. 50 4, 659 4, 909 5, 200 
Deckhand 5 ars 7 2. 24 2. 36 2. 50 4, 659 4, 909 5, 200 
Warehouseman. - -- 6 2.19 2. 30 2. 43 4,555 4, 784 5, 054 
Guard, chief 5 2.15 2. 26 2. 38 4,472 4,701 4, 950 
Labor foreman. 5 2.15 2. 26 3.3 4,472 4,701 4, 950 
Linesman : 4 2.10 2. 21 4, 368 4, 597 4, 846 
Guard 3 2. 04 2.15 4, 243 4, 472 4, 722 
Laborer, skilled - és 3 2, 04 2.15 4, 243 4,472 4, 722 
Laborer, unskilled 1 1. 86 1.92 3, 869 3, 994 4,118 





| Shift differential: 8 cents for Ist and 3d shift. 


Mr. Castie. An employee normally begins in step 1 and is auto- 
matically entitled to step 2 in 6 months and step 3 in another 18 
months, providing satisfactory service is rendered. 

For the budget year 1960, these wage board increases have resulted 
in approximately $60,000 more in labor costs over that budgeted. 

These increases in labor costs are beyond our control. The total 
cost of our revised operations budget remains unchanged. We have 
offset the increased labor costs by effecting savings in other areas. 

The proposed operating personnel, exclusive of administrative 
expense employees, for fiscal year 1960 now totals 129 employees 
instead of the 139 as shown in the budget. 

Revised budget sheets are attached for your information under 
exhibit B. 

(The exhibit referred to follows.) 
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Personal services schedule—Operation and maintenance, estimates for fiscal year 1960 





(revised) 
Number Annual Total 
Position of posi- Grade rate amount 
tions 





1. Supervision of pers and maintenance: 
ON bins ob «cada Sines adnate aun ’ : maka 1} GS-15 $13, 970 $13, 970 
codatien 2 1 

















ON ici nbic cede acide cea nuetanns GS-5 4, 040 4,040 
'TetGh..»»«. (tls dike thaieane mes ash 2 ; 18, 010 
Allocated: = ot aes 7 
Operation of locks, floating equipment, and control of |_-....-_--]-- ; 11, 706 
traffic (65 percent). 
Maintenance of locks, channels, bridges, roads, dikes, |-......._-|----- eiiienShedss 6, 304 
buildings, and grounds (35 percent). 
Fs cack kee aad aaa J ; ieee ‘ 18, 010 
2. Operation of locks, floating equipment, and control of traffic: Fe at Sead 
(a) Operation of locks and control of traffic: 
Whe ee oats a ee kit ee En 1 | GS-14 5, 463 5, 463 
NINN WIE fiaiadsinu ttmdlid amide ananenwoniiatoed 1 | SLS-29 8, 299 8, 299 
SNE iia:, nivwalswudhisightthotakcbala cindy ab aimeentnae tir naund 1 S-5 4, 190 4,190 
PUI. 's-2/ ta ns we dekialeatireiiiecdiebleuniniadnah 4 | SLS-23 6, 926 27, 704 
RINGS icltcdn a ickpade ne ciomresaieangeaamniee 8 | SLS-23 6, 926 55, 408 
EGE TRUOUINIR LS. .n: cc dkba indie cecenubaneumad 1 | SLS-20 6, 448 6, 448 
I ees : 8 | SLS-18 6, 157 49, 256 
UIT tN COO .... «nis nobuicimunaadvoeewusaunone. 1 | SLS-20 6, 448 6, 448 
PINE 2 55 2. sn anccssia taouiomuebiadenemonas mainte 8 | SLS-18 6, 157 49, 256 
SE in cdwnanincunses aeinmekoomecne 16 | SLS-16 5, 866 93, 856 
REL pia ities, tot es muwiliieh hE elt. tka ketas 1 | SLS-10 5, 117 5, 117 
III ic hikc ce a iamussighg apdeiatienatrne aang 32 | SLS-4 4, 597 147, 104 
COG PADOINI Sco cc ndinlidecceccnseceinieide 2) SLS-3 4, 472 8, 944 
Ech capenicdidnicsdiad Guede medusa pasha Oe tecsd kcaostoasstdedes 467, 493 
pe ee ee ese sinensis SRS Rinnai Heengiel diel coanistkceseinieoeal —36, 688 
Subtotal brought forward................_....- i Aicbidtbentiacanadate 430, 805 
(6) Operation of floating hctnnatemnante +7 area 
Tugmaster-- eadeawedavaddnes eidvebeme 1 | SLS-30 8, 507 8, 507 
anger Saas 1 | SLS-30 8, 507 8, 507 
IS SINE. one cacrnadchscbnncwdpubuce aad 1 | SLS-29 8, 299 8, 299 
RA Cea icsd cnieasanccacccwsncncess i 1 | SLS-14 5, 574 5, 574 
NE WI i on cen nh arictewnbin enemas sa 5 | SLS-10 5, 117 25, 585 
TOU amis os co ceecccscinnawasacexecccceeuwes 1 | SLS-7 4, 909 4, 909 
NN, 6 civitit ante g peewee gwisagene< vais WD hipap seen chossreeses 61, 381 
es GCI CE I Bi vo cttw cee cctatiaaedeseiienbinadasdecs Rebancaes 492, 186 
8. Maintenance of operating plant and equipment: - 7 
(a) Engineering and maintenance supervision: 
I a cdhcalnd ian cea OI rn aR las TF 1 | GS-14 12, 555 12, 555 
GEE, 6cewtnce dc aal lata seee: seated wawevksewabe 1} GS-4 4, 230 4, 230 
MGI. 5 2 1s inom sanded dared bins inti hed cuakane 1 | SLS-29 8, 299 8, 299 
BINT WO nccicxnwuwacaddel+ hiwaw nine 1} GS-9 6, 135 6, 135 
IN a ie cts cd ee: ee ee 31, 219 
(0) Maintenance: he eal a 
eeenee Ceeles WOE... oc dbanccevdessadehenee 1 | SLS-26 7, 634 7, 634 
Master mechanic. .................-- bap ieaebadiee 1 | SLS-26 7, 634 7, 634 
MIR, bed. :tcaiteiceidode te cecil onda hdd ha dicinastehd 1 | SLS-18 6, 157 6, 157 
Heavy equipment operator. _..-.....-.....--.--- 1} SLS-12 5, 450 5, 450 
Foreman... Lnidid di nuance Sea kea eo cies 1 | SLS-26 7, 634 7, 634 
Equipment operator Fak -owiamadbbuesichbedados ina igide 1} SLS-12 5, 450 5, 450 
I i a a canada 1 | SLS-16 5, 866 5, 866 
NR eg Se tece cies a desta 1 | SLS-14 5, 574 5, 574 
PR Fo tice tbdcatiocd sebbbsddewastectase 4 1 | SLS-14 5, 574 5, 574 
Amtomatis mochante.. .. os in ndcecckencssseésuss 1 | SLS-15 5, 699 5, 699 
UMN snc eelica chads i duacahthitabbia'd aiidadalcidies Disks. Silsennn ae 62, 672 
Total, maintenance of operating are and 
equipment. Jinbegiauinanaate , indebecadtccn eu deena 93, 891 





| 
| 
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(revised) —Continued 


Personal services schedule—Operation and maintenance, estimates for fiscal year 1960 








| Number | Annual Total 
Position | of posi- Grade | _ rate amount 
tions | 
| 
a 
4. Maintenance of general purpose facilities: 
(a) Warehouse maintenance | 
Clerk 1} GS-2 | $3,825 $3, 825 
W arehouseman 1 | SLS-6 4, 784 4, 784 
Property management officer 1; GS-9 | 6, 135 6, 135 
Laborer 1|SLS-3 | 4, 442 | 4, 442 
Subtotal 





eT ites 


b) Operations building maintenance 


19, 186 


se ste 





Building maintenance supervisor 1 | SLS-11 5, 262 5, 262 
Custodian laborers 3 | SLS-3 4, 472 13, 416 
— ail ait 
Subtotal 4}. 18, 678 

) Safety and security | 
Oa ests: 8|SLS-3 | 4,472] 35,77 
Safety officer 1 GS-9 | 5, 985 | 5, 985 
Clerk 1|/Q@S-3 | 3,685] 3, 685 
Total a 10 Be Ue ee cae 45, 446 
Deduct lapses we ee —8, 944 
a rae ee ee a Bea at een 36, 502 
Total, maintenance of general purpose facilities Oe Sere e ae -— 74, 366 
5, Assessment and collection of tolls: Billing and collection clerk 1 | GS-7 4, 980 4, 980 

6. Other personal services 
Within-grade raises, night differential, overtime, etc. __- : ata oe : 16, 567 
Allocated: 
Operation of locks, floating equipment, ete. (65 per- 
cent) : ; ‘ 11, 128 
Maintenance of locks, channels, bridges, etc. (35 per- 

cent) Z Ae a ; - pe i 5, 439 
Subtotal actos Z ; : pee S 16, 567 

Grand total, personal services (exclusive of ad- | | 
ministrative expenses) .....___- 129 Suede bh ait tobi | 700,000 


ADMINISTRATIVE EXPENSES PROGRAM FOR FISCAL YEAR 1960 


Mr. Castrie. Our administrative expenses budget for fiscal year 
1960 amounts to $415,000. Justifications may be found on pages 11 
through 14, 29, 30, and 37 of our budget submission. This includes 
general administration and executive direction of all activities of the 
Corporation, as well as carrying on negotiations with other seaway- 
power entities involved in the St. Lawrence River development. 
These expenses cover costs of overall planning, scheduling of con- 
struction and operational work, tolls administration and_ shipping 
rules and regulations, audit fees paid to the General Accounting Office, 
financing, and other problems relating to this international under- 
taking. 

Expenses of the Advisory Board, Administrator, Deputy Adminis- 
trator, Assistant Administrator, General Counsel, Comptroller- 
Treasurer, Administrative Officer, and Information Officer, are in- 
cluded in the administrative expenses. 
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The administrative staff is small at present and this budget request 

proposes a total of 40 positions to be occupied at the end of fiscal 
year 1960. 
' All of the administrative expenses of the Corporation must be 
included as a part of the costs of the seaway and recovered from 
tolls. ‘This differs from other public works projects financed from 
appropriated funds, which generally do not require the inclusion of 
administrative expenses in the costs of the project operations. 


REPAYMENT FORECAST AND DEVELOPMENTAL PERIOD 


Our estimates of the proposed tonnage indicate that approximately 
25 million tons of cargo will transit the seaway during the 1959 
shipping season. ‘This figure is estimated to increase gradually to 50 
million tons by 1968. 

During the first years of this developmental period, our revenues 
are expecte d to be ade quate to meet our repayment requirements for 
operation and maintenance expenses and most of the interest 
payments, 

Amortization of the investment and deferred interest will start 
after the first 4 or 5 years and, as traffic builds up and revenues in- 
crease, the cost deficits will be eliminated. 

The revenues anticipated for the shipping season in 1959 are 
estimated at $3.8 million and this will gradually increase to an es- 
timated $7.5 million during the 1968 shipping season. 


TOLL ADMINISTRATION 


During fiscal vear 1959, the tolls were announced and approved by 
the Canadian and our Government. Operating rules and regulations 
were also promulgated. 

It is anticipated that close surveillance will be applied during 
fiscal year 1960 to insure that the rates of tolls are administered fairly 
and that the shipping rules and regulations promote safety and permit 
maximum transiting of the seaway by all users. 

Mr. Chairman, that completes my statement and I will be glad 
to go over any other specific items, with our staff here, and estimates, 
and answer whatever questions you and any members of the com- 
mittee may have. 


INCREASE IN ENTERTAINMENT ALLOWANCE 


Mr. Preston. You failed to say anything in your statement-about 
the entertainment allowance you seek an increase in. 

Mr. Castir. I thought that might come up in the review of the 
budget here. 

[ believe you mentioned that. 
_ We would like to increase our administrative total to $415,000 and 
merease the entertainment fund from $1,000 to $2,000. 

Mr. Preston. What is the reason for these increases? 

Mr. Caste. The same reason we gave last year, Mr. Preston. 

Mr. Preston. My memory is not that good. 

Mr. Casrie. I was just going to repeat ‘them, Mr. Chairman. 

Last year we asked for $9 .000 and the committee saw fit to reduce 
it to $1,000. 








ou 
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We have a great many people coming from the departments of 
Government of both the United States and Canada, foreign guests of 
our Government, and potential users of the seaway. 

There are certain courtesies we feel we have to extend to those 
people and do it out of our own administrative funds. It has caused 
us some embarrassment not to have sufficient funds adequately to 
take care of people I think we are fully justified in inviting them for 
luncheon. That is all we do for them. It is not for extravagant 
entertainment. It is merely giving them the courtesy and extending 
our hospitality when they arrive there, to be taken out to the locks 
and shown around and perhaps driven to the train or airport. | 
hope that the committee will see fit to grant us that amount. I do 
not feel it is large and we have had a terrific flow of people calling 
upon us to examine our facilities. For that reason we have asked for 
an increase of $1,000 for that one item. 

Mr. Preston. Do you have eating facilities at the locks? 

Mr. Castue. No. 

Mr. Preston. Where do you take your guests? 

Mr. Caste. To the Highland Hotel. It is a sort of a motel right 
there in the city. 

Mr. Preston. Which city? 


Mr. Castir. The city of Massena, N.Y. That is where our head- | 


quarters are. The Village Inn is another place we take them for 
luncheons and dinners. 
Mr. Preston. I am not at all surprised you have a lot of visitors 
and I think that you will continue to have them in increasing numbers. 
Mr. Caste. Yes, indeed. 


There has been a terrific amount of publicity about the seaway in | 
the past year. You may be familiar with a recent article in the } 


National Geographic Magazine—it has a circulation of over 2 million— 
and practically every newspaper in the country in the larger metro- 
politan areas has been publishing special editions on the seaway. In 
addition, several other prominent national magazines have publicized 
it. The subject of the seaway has a great fascination for the public. 

I think we are going to see a very heavy flow of people in the 
Massena area, including people with Government connections and 
people identified with waterborne commerce. The tourists are also 
going to view the seaway in large numbers. 

Mr. Preston. I do not propose to go into this matter myself very 
fully because we have developed this same information so many times 
previously in the record, but there are just a few questions I would like 
to ask, 

TOTAL COST OF CONSTRUCTING SEAWAY 


I am still intrigued by the final cost of this project. 

What was the original cost estimate when you first presented it to 
the Congress? 

Mr. Castie. Our borrowing authority limit was $105 million and 
the cost was to be around $88 million. 

That information is shown on page 47 of our last annual report. 


The total, including interest, was $96.1 million. That was the | 


original estimated cost in 1952. 
Mr. Preston. Was that when the legislation was presented to 
Congress? 
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Mr. Castie. No, that was the testimony prior to enactment but 
the legislation was submitted in 1954 and passed in May of 1954. 

That information is on page 47 of our annual report, the right-hand 
page. It gives the estimates from 1952 to 1958. 

Mr. Preston. $88,074,000? 

Mr. Castie. That is right. 

Mr. Preston. We somehow never come out on the head like we 
start out in these budgets. This is not the only one, by any means. 

Mr. Castin. I was just going to say that we explained, when we 
came back for the additional money, or a total of $140 million, which 
we required to complete our project, that $20 million alone of the 
increase was inflation based upon the index of costs for materials and 
labor. We found many items that were not included in the original 
project estimate, such as the dikes, dredging operating equipment, 
and other things that were not originally contemplated. We have 
shown a very substantial decline of about $15 million from our 
estimates of 1957. 


CRITICISM OF DESIGN AND LOCKS IN OPERATION 


Mr. Preston. Mr. Castle, from the time the seaway was opened 
last month, there were comments reported in the papers questioning 
the design and the locks in operation. 

Are these complaints valid or “bugs’’ that will be eliminated? 

Mr. Castux. | would say they are not entirely valid, Mr. Chair- 
man. On the opening 3 days of the week commencing April 25 when 
the first ships went through the seaway locks, we experienced high 
winds, and in addition, keep in mind that many sections of the seaway 
were opened for the first time. The masters and pilots on the ocean 
ships had never been through these facilities. Most of these ocean- 
going ships came in light without cargo. When you have an ocean- 
going ship in ballast standing high out of the water with a high wind, 
it is a little bit difficult to maneuver. These difficulties were not due 
to our design of locks. 

We have handled over 200 ships since the opening on April 25, and 
among them three ships of over 500 feet in length. 

We have had no difficulty at all in transits of vessels thru our 
facilities. 

We think our locks are of the latest and best design. 

We handled 5,289 ships last year in a 5-month period. We have 
ho major complaints about operations of the entire seaway other than 
that publicized statement made by the master of one of the ocean- 
going ships. We feel we are getting along famously. 

Mr. Preston. Did you have any weather problem during the win- 
ter, such as freezing? 

Mr. Caste. No, we dewater the locks in the wintertime and we 
had no trouble. 

We were already to go when the first whistle blew on April 25. 


MANNER OF PROPELLING SHIPS THROUGH LOCKS 
Mr. Preston. I was somewhat surprised to learn you have no way 


of propelling the ships through the locks except under their own 
power. 
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Mr. Castie. That is true. 
Mr. Preston. Would you call that the most modern way to get 4 
ship through the locks? 

Mr. Caste. I would say yes. 

Mr. Preston. The Soo locks do not have winches, do they? 

You do not have winches there, do you? 

Mr. Castie. I am not too familiar with their operations, but | 
would say that most ships are equipped with winches. 

Mr. Preston. When you say you “winch” them, that process is 
accomplished by putting a man on shore with a line? 

Mr. Castries. That is right, but we furnish the linesmen. 

Mr. Preston. He fastens it on shore and the ship’s own winch 
creeps the ship up? 

Mr. Castie. That is right. We do not do that except for large 
ships that I mentioned if it is essential. 

Mr. Preston. What other way would you get them through? 

Mr. Castix. They come in with their own power. 

Mr. Preston. Do they go through the locks under their own 
power? 

Mr. Castier. Yes. 

Mr. Preston. Through the actual locks? 

Mr. Castix. Yes; they come right in with their own power, very 
slowly, and they reverse the engine before they come to the stop 
gate. In the meantime, their lines have been thrown out and our 
linesmen pick them up and tie them to the mooring bits. 

Mr. Preston. The Panama Canal does not use that system? 

Mr. Castin. No; they have donkeys or mules, whatever you wish 
to call them. That is a different type of lock in the Panama Canal. 
Their locks are somewhat turbulent we are informed. Our tug goes 
through our locks without even throwing out a line which indicates 
the lack of surge. Consequently we are able to transit the ships 
through our locks without any trouble. 


LACK OF TURBULENCE IN LOCKS 


Mr. Preston. How do you get your water in without turbulence? 

I am asking these questions because I have not seen the locks. 

Mr. Caste. I am awfully glad vou ask these questions. 

The water comes in from each side and it balances itself by this 
equalizing of pressure of water on each side of the lock. We have no 
turbulence or surge which is a new feature in modern lock operations. 
We are very pleased with our operations, last year, as well as this vear. 
It is just a matter of experience for these masters and pilots to better 
understand how they handle their ships in our facilities. 


INCREASE IN ADMINISTRATIVE EXPENSES 


Mr. Preston. What did you say the $15,000 administrative ex- 
penses was for? 

Mr. Harriiu. Increases in personnel services. 

Mr. Preston. Wage rates? 

Mr. Harri. Yes. 


Incidentally, our actual cost would have been $26,000, but we 
absorbed $11,000 of that increase. 


-_ 
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Mr. Preston. That is commendable. 
Any questions, Mr. Yates? 


MAINTAINING ADEQUATE ENGINFERING STAFF 


Mr. Yates. Yes, I have a question I would like to ask at this time. 

Mr. Castle, I heard somewhere that you were having difficulty 
keeping engineers; is this true? 

Mr. Caste. No. 

Mr. Yares. Do you have sufficient money on hand for the purpose 
of maintaining an adequate staff? 

Mr. Casrie. Of course, there was a reduction in our budget last 
year, but we could not justify carrying on a design engineering force 
when our construction work was practically completed. 

I had hoped to retain those men for future design work, but that 
was not justified. 

Mr. Yates. Did you let some men go? 

Mr. Castie. The jobs were eliminated as a reduction in forces. 

Mr. Yares. How many were there? 

Mr. Casrie. Just two. In our hearings with the Bureau of the 
Budget they concurred in our plans and said we could not justify 
keeping on design engineers when most of our engineering work was 
completed. 

Mr. Yates. There was no need for their services? 

Mr. Casrie. No need for their services. 

Mr. Yarres. Did you agree with the opinion of the Bureau of the 
Budget? 

Mr. Casrie. Yes, sir. 


WIDTH OF LOCKS 


Mr. Yares. You do not feel that the locks are too narrow? 

We had heard this from some people who went through the locks, 
that they were too narrow for the big ships which went through. 

Mr. Castie. Certainly from our point of view, they are adequate 
in design. We have had very few of the ships with extremely wide 
beam. 

The width of our locks is 80 feet and a ship with a 75-foot beam can 
go through with 2% feet clearance on each side. As they increase the 
size of the ships and change designs, I suppose that some day in the 
distant future we will have to make locks of a larger size to take care 
of the ships that might possibly transit our part of the seaway. 

For example, 730 feet with a 75-foot beam. 

I was at our locks the other night and we easily put through a 
tanker 560 feet long, in ballast. There was also a little wind. 

Mr. Preston. Mr. Bow? 

Mr. Bow. Mr. Castle, as you know, I went through the seaway on 
the first trip. 

Mr. Casrie. I was sorry to miss you, Mr. Bow. 

Mr. Bow. We were late, unfortunately. 

Mr. Castie. I called up the lock master to suggest that the ship 
tie up at the lower guide wall, and I was going to “drive you to the 8 
o'clock plane in the morning. However, I missed you since the master 
insisted upon coming in. 
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Mr. Bow. I do not believe I am in complete agreement with you 
as to saying that the criticism of some of these masters is unjustified, 


SCHEDULE OF SHIPS ON FIRST DAY OF OPERATIONS 


Let me ask you first, who arranged for the schedule of ships through 
the canal, through the seaway, on the first day? 

Mr. Castie. That was a case of first-come, first-served down at 
Montreal. 

Mr. Bow. What percentage of the total cost of the seaway has been 
borne by the United States? 

Mr. Caste. It will be about $130 million for us against $340 
million for the Canadian seaway entity. I would say about 29 
percent for our portion. 

Mr. Bow. As commonly said, 70-30? 

Mr. Caste. Yes. 

Mr. Bow. The American-flag ship was No. 15 in the schedule going 
through on the opening day? 

Mr. Castie. Yes. 


Mr. Bow. Was any effort made to take the American-flag ship | 


through after the Canadian-flag ship? 


Mr. Castie. We had hoped that the American-flag ship would be 


up there early enough to be early in the line. 

Through Mr. Harrill’s help, we got the Regina in a more favorable 
position head. She could have been 

Mr. Bow. I would not say she had a favorable position inasmuch 
as it was the opening day, in a historic event of that kind, and where 
this Government had contributed 30 percent, more than $130 million, 
as against 70 percent, for the American flag to follow the national 
flags of probably five or six other nations. 

It seems to me that it was not showing the courtesy to the American 
flag that should have been shown on that opening day. 

Mr. Castie. I do not know, in a case like that, Mr. Bow. Each 
shipowner has his own desire to be at the destination at the earliest 
time. He arrives there early in order to get in line early. It might 
have caused some misunderstanding perhaps if one ship were favored 
over another. 

Mr. Bow. I think that is all right in the usual course of events, but 
on a historic event such as the opening of the seaway, which has been 
contributed to by two nations, it seems to me that this is important. 
This one ship on one occasion would not cause any hardship to the 
vessels of other flags. 





PROCEDURE ON ENTRANCE TO LOCKS 


As to the question of bringing the ships into these locks, Mr. Castle, 
I think this record is just a little vague in view of the chairman’s 
questions as to how these ships come in. Check me and see if I am 
right or wrong. 

As the Santa Regina approaches the locks, a boom is in the forward 
part of the ship and is swung out over the side of the approaches an 
a member of the ship’s crew is let down in the bosun’s chair onto the 
landing side and then a line is thrown over to him which he makes fast. 
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The winches on the ship pull the ship up and as it goes on, he takes 
the line and goes to the next area and makes fast and pullsit on through. 

That is the way these ships go through, is it? 

Mr. Castie. Not entirely, Mr. Bow. Under normal circumstances 
that is not the case, and such operations are not necessary. It is 
done in a case where a ship ties up at the guide wall awaiting entry 
intoalock. Otherwise, the lock gates open and the ship goes straight 
into the locks without any stopping or mooring at the guide wall. 

We have men we call linesmen available. They take the lines from 
the men on the deck of the ship. 

Mr. Bow. On the guide wall where they have to tie up, there is no 
one there to take a line? They must go out from the ship itself? 

Mr. Caste. That is right. 

Mr. Bow. In the case of the ship I was on, it happened at every 
lock until I left there at Massena. 

. Mr. Castie. The other night a ship came to the lock and there was 
alittle wind. We sent two men to take a line to hold her against the 
wind until the gate was being readied to take her through the locks. 

We have an elevator that goes from the top level of the locks down 
to the guide wall. We can send two men down and have them assist 
with the line on the guide wall and then take the elevator up and 
moor the ship in the locks. 


PROCEDURE IN CANADIAN LOCKS 


Mr. Bow. Is that true in the Canadian locks, too? 

Mr. Caster. I am not familiar with that. 

Mr. Bow. You do not know what the design of the Canadian locks 
is? 

Mr. Castue. I have seen them, but I have not examined their 
design drawings nor transited their locks except on the first icebreaker 
on April 25. I went through the St. Lambert lock and that was all. 

Mr. Bow. In the Canadian locks that I saw, there was no crew 
os down. You have to put your own men over the side to bring 
them in. 

It was in that one lock that we had difficulty in which the plates of 
the ship were damaged. 

Mr. Castie. I do not know where that took place. I think you 
have to be a little patient with a completely new operation, and I 
think by now, no doubt, all crews and operators will be more efficient 
than they were on the first or second day. 

Mr. Bow. How about when you come in and you are close to the 
side of a lock; are you not bound to get some paint and scraping as 
they come up these locks, and as they are filled? 

Mr. Castie. There is a little paint scraping now and then. 

I scrape my own car on my own garage sometimes but our locks 
have steel fenders coming down, Mr. Bow, on the mooring side of our 
lock. This is rather smooth steel and a little bit. concave, so the ship 
does not really touch concrete and then the ships themselves throw 
down fenders. They have large manila fenders or wooden blocks, 
and some ships have their own wooden fenders right along the hull. 
On our guide walls we have wooden fenders, and there is very little 
scraping of paint in our facilities. 

Mr. Bow. That is, in the American locks? 
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CANADIAN LOCKS 


Mr. Caste. Yes, sir; that is right, I am not familiar with the 
Canadian locks. 

Mr. Bow. You cannot tell me about the Canadian locks? 

Mr. Caste. No sir. 

Mr. Bow. They have no bumpers at all. 

Mr. Castie. I think they will probably have them. As I say, I 
went through only one lock and so I am not too familiar with their 
facilities, but I am sure they will be adequate and satisfactory. 

Mr. Yates. Are their locks wider than ours? 

Mr. Castue. No, sir; they are the same dimension. 

Mr. Bow. And the depth of the channel is the same? 

Mr. Caste. This month, Mr, Bow, they started navigation with 
24.5-foot channel depth, and by June that will be 27 feet. 

Ships will have to lighten themselves a little bit before they go to 
the full depth. 


INSTALLATION OF MECHANICAL MULES 


Mr. Bow. Do you feel that efficiency could be increased by the | 


installation of mechanical mules to take these ships through? 

Mr. Castie. No; not a bit. It is not necessary. The cost would 
be pretty near prohibitive also. Such a cost would have to be included 
in our toll base. 

Mr. Bow. The cost of construction? 

Mr. Castie. Not only construction, but the cost of. operation. 
When you double your budget on those locks for 24 hours, that would 


throw our budget completely out of line. We try to operate it with | 
the greatest amount of economy in order to keep our toll rates down. | 


LENGTH OF TIME TO GO THROUGH LOCKS 


Mr. Bow. What is the average length of time for a ship to go 
through your locks? 

Mr. Caste. About 20 minutes per lockage. We water and de- 
water in 7 minutes, and then the other time 1s spent in approaching 
the lock, and getting through the lock and out through the upper gate. 

Mr. Bow. What is the usual time for that? 

Mr. Caste. That is 20 minutes. 

Mr. Bow. That is just in the lock? 

Mr. Caste. Yes, sir. 

Mr. Bow. Does that include the entrance to the lock? 

Mr. Caste. The entrance to the lock, the exit from the lock, in- 
cluding watering and dewatering. 


TURBULENCE IN CANADIAN LOCKS 


Mr. Bow. Are you familiar with the Canadian locks with reference 
to turbulence? 

Mr. Cast e. I think their locks are about the same design as ours, 
and are very similar to ours. So, there should be no turbulence. 


Mr. Bow. We did find some turbulence when we went through in | 


one lock. 
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Mr. Caste. I would say this, Mr. Bow: I was very happy that 
you could be up there to see. the facilities and I am sorry that you 
had such a bad break of luck as to weather and the timing. 

Mr. Bow. One of the worst breaks of luck we had was when we 
were scheduled to leave at 1 and got out at 9. It was not a very 
satisfactory inspection trip for some Members of Congress who went 
there trying to find out something about the operation. 

Mr. Caste. I know. 

Mr. Bow. We were there for that purpose, and it is a little 
difficult 

Mr. Castx. I am going to try to get you up this summer and put 
you-through the locks and have you see how we are operating. 





ANTICIPATED NUMBER OF VISITORS 


Mr. Bow. How many visitors do you anticipate you will have up 
there this year? 

Mr. Castie. You mean tourists? 

Mr. Bow. Yes. 

Mr. Castue. I would say 1 million people. 

Mr. Bow. And, you are having a good many so-called VIP’s from 
foreign nations to inspect your locks? 

Mr. CastTLe. Yes, sir. 

Mr. Bow. You are handicapped from the standpoint of enter- 
tainment? 

Mr. Castie. That is right. 


PUBLIC INFORMATION OFFICER 


Mr. Bow. What do you have in your public affairs fund for your 
public information officer? What is his budget? 

Mr. Castue.. He has just himself and one secretary. 

Mr. Bow. What do you have in that fund? 

Mr. Castue. I have forgotten what the amount is, but I believe 
the amount in the budget is adequate. 

Mr. Jose. $22,000. 

Mr. Bow. Is that the total for your public affairs officer? 

Mr. Harri. Yes, sir. However that does not include con- 
struction photographs, folders, and pamphlets. 

Mr. Bow. These are in addition? 

Mr. Harriu. Yes, sir. 

Mr. Bow. What are you spending on these items? Who does your 
photography? 
_Mr. Harrityi. The Corps of Engineers does most of the construc- 
tion photography and then we hire a local newspaperman to do some 
of the other photographic work. Our cost of pamphlets has been 
running anywhere from $3,000 to $5,000 a year. 


EXPENSE OF FORMAL DEDICATION 


Mr. Bow. How are you going to handle the expenses which you 
are going to have on the formal dedication when the President, the 
Vice President, and the Queen and the Prince come up there? 

Mr. Harritu. Usually there is a practice in the Government where 
dedication ceremonies are involved—that type of expense is considered 
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as a construction cost, and it is charged to construction funds and 
not to the normal administrative funds. 

Mr. Bow. In other words, that is not going to affect your budget? 

Mr. Harriuu. No, sir; not our operation and maintenance. It will 
be paid out of the construction funds. We estimated an amount for 
that in the construction cost estimates. 

Mr. Bow. Off the record. 

(Discussion off the record.) 


GUARD AND PROTECTIVE FORCE 


Mr. Castle, what are you going to have to do with reference to this 
large number of tourists that you will have to come up there insofar 
as guards and a protective force is concerned? 

Is there anything in the budget for that? 

Mr. Castrie. No, sir; I do not think so. We do not have to do 
very much, Mr. Bow. We have parking areas of good size at both 
locks, and they are fenced in. The public can see the operations from 


those points. It is a good deal like the area up at the Soo locks, | 


They merely have a fence surrounding the public area. We moved 


a grandstand, which we built last year for some of our ceremonies, | 


over where the public can be seated. It will hold several hundred 

eople. Tourists are quite resourceful. They find their way around: 
We will have the highway adequately marked, and we will have maps 
spread around to all the gas stations and at other locations. We 
anticipate they can handle themselves quite well. Furthermore, we 
do not believe the Corporation is obligated to furnish free guide service 
to the public. 


Mr. Bow. For the protection of life and for the protection of the | 


tourists that come there and are around the locks, do you have police 
protection in that regard? 

Mr. Caste. We will not have any guards where the public is 
allowed. We will have the guards on the side of the lock where the 
ships are being moored, to keep special visiting guests from falling in 
or getting wrapped up in a line, but I think the public can be handled 
on the other side without any danger. 

Mr. Bow. I saw some of the Canadians trying to keep some people 
back when the ships were going through, and they were having quite 
a time of it. It was a very frightening thing to see how close they 
would come to the edge of the lock. 

Mr. Caste. We noticed on July 4 last year a similar situation 
Here indicating illustration in annual report are the people right u 
to the edge before we had our fence, and it scared us to death. We 
had no accident. However, the public is now protected by wire 
fencing. We understand the Canadians will install wire protective 
fencing also. 

ENTERTAINMENT EXPENSES 


Mr. CrepErRBERG. I just want to say that I am somewhat surprised 
that you would even be able to get along on $2,000 for entertainment. 

Mr. Castie. We cannot. I am paying a lot of it out, of my own 
pocket. 


Mr. Crepersersc. I was going to ask you about that. How much | 


‘have you had to pay out of your own pocket? 
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Mr. Castux. I would say $1,000. 

Mr. CeDERBERG. I think that is absolutely wrong, and there should 
be provision made so that that is not necessary. In a project as large 
as this there are certainly going to be these demands for official 
entertainment, whether we like it or not. 

Mr. CastLE. We have had Koreans, Indonesians, Japanese, Ger- 
mans, and Portugese, and every type of engineer of the world; also 
shipping representatives come to Massena and there has been a very 
heavy responsibility upon the executive staff. We have to take them 
out in our own conveyances in many cases. 

I bought a car myself just to do that. I did not have a car down 
in Washington, but I have to have a car up there just to perform that 
courtesy for oun visiting guests. 

Mr. CeperBera. That is your own personal car? 

Mr. Castue. Yes, sir. I do not charge any expense to the corpora- 
tion for gas, tires, or anything else and so do many others of our 
executive staff. 

Mr. Creprersere. I think you have done an excellent job to date, 
and being a Member from the Great Lakes area, I recognize the 
tremendous asset that this seaway will be to the economy not only 
of our area but to the entire country. 

Mr. Castie. Well, we certainly share that feeling, Mr. Cederberg. 


ADDITIONAL COST OF CONSTRUCTION 


Mr. Ceprersera. The problems of the additional cost of the canal 
over its original estimate, of course, are a real concern to all of us, 
but having served on the subcommittee having to do with civil func- 
tions for the Corps of Engineers in the 83d Congress, I can certainly 
say that this is not a new phenomena by any means and that many 
of these projects require additional engineering features that were 
not anticipated in the original design and have a tendency to increase 
construction costs. 

Mr. Castip. That is correct, Mr. Cederberg. 

Mr. Ceprersera. I want to say further that we hope you will do 
your very best to keep these costs to a minimum. 

Are all these bids competitive bids? 

Mr. Castine. Yes; practically all. Some are negotiated bids. We 
have burned a lot of midnight oil on costs and we have tried to make 
a good record under very adverse conditions. We had natural bar- 
riers to contend with which we could not anticipate. When you 
architect in 1952 a project of such magnitude as this one, it is just 
impossible to come out right on the nose. We think in spite of the 
fact that our costs were increased by inflation and unforeseen addi- 
tional features we have done an outstanding job. I will say this for 
the executive staff: I think they are all carrying two men’s work. 
I know I am, and Mr. Harrill and Mr. Jose, and others on our execu- 
tive staff. We work long hours, Saturdays and Sundays sometimes. 
Time is no consideration. We are all very devoted and very dedi- 
cated to our work and I think when we can show this committee a 
decline of $15 million in our estimated costs—and that has been hard 
work, too, Mr. Chairman—we are entitled to praise and commenda- 
tion for what has been performed. 
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USE OF SEAWAY BY NAVY 





Mr. CeperBerG. The Navy anticipates bringing the fleet through 
there early in July? 

Mr. Castie. Yes, sir. 

Mr. CepEerBerRG. Will that pose any particular problems to you? 

Mr. Castuz. No, sir. We have been in touch with the Navy for 
the last several months. They will bring about 28 ships through our 
locks and channels. The largest will be the Macon, about 550 feet 
long, but the others are submarines, destroyers, and cruisers. Some 
of them will come through, I think, following the Britannica. They 
will go up to Chicago and other places on the Great Lakes, as well 
as some Canadian Navy ships, and the others will be training ships, 

Mr. CepErBeErG. I think it is real significant that the Navy would 
be able to bring that kind of fleet into the heart of our country. 

Mr. Cast e. It is a wonderful thing. 

Mr. Creperserc. A weck or 2 weeks ago we launched a guided 
missile destroyer at the Dafoe shipyard in my home city, Bay City, 
Mich. They have presently under construction four guided missile 
destroyers. I might say that this was the first guided missile de- 


stroyer launched in the United States—the first ship there of that | 


type. If it were not for the St. Lawrence Seaway, it would have been 
impossible to build these ships on the Great Lakes. 

Mr. Caste. That is right. 

Mr. CeprerBERG. Not only does it have an economic impact on our 
area, but it does provide additional facilities defensewise for the Nation 
to assure ship construction right within the heart of the country as 
well as on the various coastlines. 

Mr. Caste. Yes, sir. 

We were in touch 2 years ago with Dafoe when he wanted to bid on 
that contract. He wanted to make sure he could get them out of the 
Great Lakes if he was awarded the contract. He will deliver those 
ships to the Navy in 1960. 

Mr. CeperBERG. That is all. 

Mr. Preston. Mr. Castle, I want to assure you and Mr. Harrill 
and Mr. Jose that we do appreciate the amount of work that you 
oa perform, and your dedication to your job. We certainly do. 

yhen we find a situation like this, we are quick to praise it, because 
we often find the reverse to be true. 

You say your people are doing two men’s jobs, however. 

Mr. Castie. That is what I said. 

Mr. Preston. | am sure the Government is grateful for everything 
that you are doing. However, I do not think you should be putting 
out any funds out of your own resources for this entertainment prob- 
lem which you have. I think the committee will recognize that you 
do have a rather peculiar problem there. 

Mr. Caste. I hope the committee will recognize it, Mr. Preston, 
because we at least should have $2,000. That is not adequate, but 
that will help. 

Mr. Horan. I have been aware, Mr. Castle, of your problem mm 
this matter of the great public interest in this project and the tre 


mendous number of visitors you have. I want to say that I, too, am | 


favorable to an increase in this item. 
Mr. Castie. That is very nice, sir. 
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Mr. Preston. Thank you for an interesting hearing. 

Mr. Castite. Thank you, Mr. Chairman, and all members of the 
committee. 

Off the record. 

(Discussion off the record.) 


Wepnespay, May 6, 1959. 


BUREAU OF FOREIGN COMMERCE 


WITNESSES 


HENRY KEARNS, ASSISTANT SECRETARY FOR INTERNATIONAL 
AFFAIRS 

LORING K. MACY, DIRECTOR, BUREAU OF FOREIGN COMMERCE 

ROBERT E. SIMPSON, DIRECTOR, OFFICE OF ECONOMIC AFFAIRS 

E. PAUL HAWKE, DIRECTOR, TRADE MISSION DIVISION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The next item for the consideration of the committee 
is the Bureau of Foreign Commerce. 

We will insert pages 401 through 410 of the justifications in the 
record at this point. 


(The pages follow:) 
GENERAL STATEMENT 


THE CHALLENGE TO U.S. BUSINESS ABROAD 


U.S. private enterprise engaged in international business is faced with a for- 
midable, three-pronged challenge. This challenge represents opportunities, as 
well. The vast program of trade expansion and disruption of sound trade patterns 
which the Soviets have avowed to carry out is being felt in virtually every area of 
the world. The expanding economies and the increasingly efficient productive 
capacity of the more developed, friendly countries of the world present strong 
competition to U.S. foreign trade and investment interests. The less developed 
countries which are heavily dependent upon the export of raw materials look to 
the United States, with its private enterprise system, for assistance in price 
stabilization and capital for economic development. 

Meeting these challenges and opportunities successfully through the expansion 
of U.S, international trade and investment is essential to the continued sound 
growth of the U.S. economy and the achievement of U.S. foreign economic policy 
objectives—a more peaceful and prosperous world. 

Despite considerable progress in reducing barriers, U.S. private businesses 
continue to be hampered with impediments to trade and investment erected by 
foreign governments in the form of legal requirements, duties, quotas, and some- 
times embargoes. 

Although communication and travel facilities are greatly improved, the ex- 
pansion of foreign trade and private investment continues to require reliable 
sources of foreign economic, commercial and market information. 


The need for expansion 

The ever-increasing productive capacity of this country, both in agricultural 
and industrial fields, emphasizes the necessity of continually building markets 
abroad. Without expanding foreign markets, limitations will be placed upon 
our productive capacity. This deadening effect would limit opportunities for our 
citizens, adversely affect our economic stability, and reduce the rate of economie 
growth. 
_ Increased levels of national production will require the expansion of needed 
imports. Higher levels of production will increase purchasing power and make 
it possible to absorb additional imports without seriously disrupting the domestic 
economy. However, care must be taken to avoid undue concentration of imports 
in highly competitive lines or disruption of distribution channels. Assistance 
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must be provided to U.S. and foreign businessmen alike to minimize any ill effects 
of an otherwise valuable increase in imports. 

More U.S. private foreign investments are needed to supply the materials for 
industrial nations. U.S. private capital and know-how will aid in economi¢ 
development and assist in fulfilling the aspirations of the less developed countries 
for higher levels of living for their citizens. The expansion of U.S. private 
investment abroad will reduce the need for U.S. Government foreign aid in those 
fields where private enterprise has demonstrated its superiority in this country 
and in other countries maintaining free societies. Investment in the more 
developed countries also increases world prosperity. 

Expansion of international travel has two great advantages to this country and 
all other countries of the free world. It provides the exchange by which econom- 
ically weaker countries can obtain the productive facilities needed to strengthen 
their economies. It augments trade among the more developed nations. Its 
second effect is one of developing friendship and understanding among the peoples 
of the world. 

The expansion of U.S. trade, travel, and investment provides an effective de- 
terrent to Communist penetration by strengthening the U.S. economy and assist- 
ing in the development of the less developed countries. 

The Bureau of Foreign Commerce provides services which are essential to the 
expansion of international private trade, travel, and investment. Actual ex- 
pansion of U.S. business abroad, of course, must be carried out by private business 
which has been responsible for international trade, travel, and investment through- 
out the history of the United States. The Bureau of Foreign Commerce and its 


predecessor agencies have rendered beneficial and essential services to the business | 


community for more than 50 years. The Bureau has adapted its services to the 
needs of the business community as these needs have changed from time to time 
depending upon factors affecting trade. 

n the period following World War II, international business transactions were 
strongly affected by foreign governmental regulations which grew out of the 
destruction and dislocation of war. This period also was one in which many 
former colonial areas important in world trade obtained their freedom and became 
sovereign nations. Under both these conditions, foreign government regulations 
affecting trade were necessarily foremost in the minds of private business interests 
engaged in trade. Consequently, the resources of the Bureau of Foreign Commerce 
were largely devoted to providing the business community with information re- 
garding the nature and effect of the government regulations and negotiating 
through government to government channels, to reduce their ill effect upon trade, 

Gradually, the industrial nations dislocated by war have largely attained eco- 
nomic stability and greatly increased the volume and efficiency of their produ:tion. 
Many of the new and underdeveloped nations, although still suffering from grow- 
ing pains, are stabilizing their economic relations with the outside world. The 
Soviet and Chinese Communists, because of their accelerated economic develop- 
ment programs, are using their economic might to invade and disrupt portions of 
trade throughout the free world. Competition with both friendly and unfriendly 
nations for world markets characterizes the current era of international trade. 


To assist private business in effectively meeting this competition, the Bureau seeks the 
necessary appropriations to provide the following essential services 


1. The reduction of barriers to expansion of international business.—Although 
the need for restrictive regulations, such as exchange controls, import duties, and 
quotas are diminishing for the developed countries, these impediments to expan- 
sion tend to be retained beyond the period for which they were deemed to be 
necessary. The development of new relationships among some countries,such as the 
Common Market in six important European trading countries, requires care 
and watchfulness to see that U.S. interests in international business are not 
hampered by this otherwise constructive move. 

The spirit of nationalism in the less developed countries of the world may 
result in barriers as unfavorable to their own economies as to expansion of trade 
with the more developed countries. ; 

Bilateral negotiations, the negotiation of commercial treaties, and the multi 
lateral tariff negotiations made possible under the newly extended Trade Agree 
ments Act are effective tools for reducing trade barriers. The close relationshi 
developed over the years between the Bureau of Foreign Commerce and the U5. 
business community makes the services of the Bureau essential in the cooperative 
efforts of all agencies of Government to reduce impediments to trade abroad. 
The volume and difficulty of the work in this field which falls upon the Bureau 
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will increase as U.S. interests are guarded and the conditions of trade made more 
favorable to the expansion of our trade, investment, and travel. 

2. Policy formulation and support.—U.8. foreign economic policies must be con- 
stantly reviewed and revised to meet changing world conditions. The responsi- 
bility of the Department of Commerce in this important field has been increased 
by responsibilities placed directly upon the Secretary of Commerce and through 
his Office for the representation of the interests and responsibilities of the business 
community for policy formulation of a number of top-level interdepartmental 
committees. These committees include: 

(a) The Trade Policy Committee, chaired by the Secretary of Commerce, 
charged with the responsibility for policy review of problems arising out of the 
trade agreements program and import competition. 

(b) The Council for Foreign Economic Policy, charged with the responsibility 
for formulating policies with respect to Soviet bloc economic penetration. 

(c) The National Advisory Council on International Monetary and Financial 
Problems provides policy guidance and makes specific recommendations to the 
President regarding involvement of U.S. Government relations with international 
and national agencies in world finance. 

(d) The Interdepartmental Committee on Trade Agreements has the onsi- 
bility for guiding international negotiations under the Trade Agreements Act. 

(e) The various United Nations organizations concerned with economic policies 
and programs often directly or indirectly affect the conduct of U.S. international 
business abroad in major ways. The Bureau of Foreign Commerce must take an 
active part in preparation of policy positions for the various meetings of the 
international organizations. 

Sound and effective policy support requires high competence in Bureau per- 
sonnel and familiarity with the current world situation as it affects international 
business in all countries and areas of the world. As the volume and diversity of 
international business has increased, many areas of the world have become much 
more important in world trade. Consequently, the need for more area and 
country specialists to deal with policy matters is critical in the Bureau. 

3. Developing foreign market and supply data for the expansion of international 
business.—If private enterprise is to expand international trade, travel, and 
investment, it must have available to it the kind of data necessary to plan and 
carry out expanded operations. U.S. Government provides the business com- 
munity with a tremendous volume of market data essential to the expansion of 
domestic business. U.S. private enterprise engaged in international business 
must have the best efforts of the U.S. Foreign Service and the analytical services 
of this Bureau to meet the three-pronged challenge facing U.S. trade. Even the 
larger firms cannot gather and analyze all of the data necessary for foreign market 
research. Such services are certainly essential to the small- or medium-size firms. 

The task of private firms in evaluating and adopting the basic market data 
supplied by Government for their own needs is formidable. Thus, Government 
and business ean work together to accomplish the mutually advantageous end of 
expanding U.S. international business. 

To develop the basic market data needed by the business community for the 
expansion of foreign markets and sources of supply necessitates a sizable increase 
jn the Bureau’s staff devoted to this work. 


To be effective the essential services of the Bureau must be readily available to the 
business community 


1. The publications program of the Bureau presently provides information 
which is essential to businessmen engaged in international transactions. These 
publications are widely used directly by the business community on a subscrip- 
tion basis or information may be obtained from private publications which use 
Bureau of Foreign Commerce publications as a partial source for the services they 
render. Over the years, the subscriptions and sales of the Bureau’s publications 
have been a reliable indicator of the value of its services to the business community. 
There are between 10,000 and 12,000 subscribers or individual purchasers at pres- 
ent. This is about a 25-percent increase over the number of direct users a few 
years ago. A recent survey carried out by the Bureau indicates that the business 
community feels the information contained in its present publications is essential 
but is lacking in factual data required for the expansion of business. Preparation 
of publications more responsive to business needs, particularly in the field of basie 
market data, will require an increase in the Bureau’s staff. 

_ 2. The 33 field offices of the Department provide opportunity for businessmen 
in all industrial areas of the country to obtain advice and assistance in expanding 
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and operating their international business. The foreign trade and investment 
specialists in the field offices must have more training and technical support by 
the Bureau to provide businessmen with the type of assistance required to meet 
the challenges of today. 

3. As the governmental agency responsible for promotion of international busi. 
ness, the Bureau, through the Department of State, must take a more active part 
in recruiting, evaluation, selection, training, and assignment of Foreign Service 
officers concerned with commercial work. The objectives are better services for 
American businessmen who travel abroad, commercial staffs at foreign posts more 
alert for opportunities for U.S. business expansion, and more reporting of basic 
market data. This responsibility must encompass the 250 Foreign Service posts, 

4. The present situation requires even more information concerning the specific 
firms that make up industries in foreign countries and information about more 
firms as to their experience and reliability. Such commercial intelligence infor. 
mation has been supplied, over a long number of years, through the trade list 
and world trade directory report program of the Bureau. The need for its con- 
tinuarce is clear. 

5. The trade and investment missions sent by the Bureau to 38 foreign countries 
have been effective tools for the promotion of U.S. international trade and invest- 
ment, explaining and demonstrating the values of the private enterprise system 
and supporting the U.S. international trade fair program. Hach mission, under 
the leadership of a Department of Commerce official, is made up of U.S. private 
businessmen who have been carefully selected to provide the knowledge and ex. 
perience needed to answer the questions raised by the businessmen in the host 


country. This program is effectively directed at the challenges being faced by | 


U.S. business abroad. 

6. The Bureau provides to private business concerns involved in the various 
aspects of international travel, information and data on the travel market, facili- 
ties, regulations, and developments abroad which are required to expand the 
volume of international travel. It also works directly and through international 
organizations with foreign governments to encourage them to develop their travel 
facilities and reduce the regulations which impede their flow of travelers. The 
development of international travel has increased the exchange available for ex- 
pansion of international trade. The Bureau has been unable to provide the 


necessary staff support to properly carry out all of its responsibilities in this field, | 
The need for additional funds to support this effective means of expanding inter. | 


national business is clear. 

7. U.S. domestic trade fairs have become important facilities for the expansion 
of international trade. The Bureau will staff information centers at these U.8, 
international trade fairs to discuss problems and opportunities in the expansion 
of international business with the American businessmen attending these fairs. 
Some additional staff is required to carry out this further extension of the Bureau's 
facilities to the business community. 

8. For many years the Bureau has provided the U.S. business community with 
specific trade and investment opportunities reported through the Foreign Service. 

his service has been and continues to be highly valued by U.S. business firms. 
As business firms follow up on these possible opportunities abroad, they frequently 
ask for additional services from the Bureau. The businessman is also provided 
with information to guide him in the licensing of patents and the transfer of 
technical know-how to foreign business entities. This type of operation is impor- 
tant in expansion of U.S. business abroad and is of major assistance in developing 
industries abroad. The Bureau also provides a valuable link between the business 
community here and the Foreign Service by arranging for catalogs of America 
suppliers and directories of U.S. industrial firms to be sent to the Foreign Service 
libraries for use by businessmen in foreign countries. : 

9. The Bureau will conduct joint business-Government discussions on inter- 
national trade and investment problems. These groups will bring Government 
and business together for mutual exchange of information and views; will help to 
identify problems; and will search for solutions to them; particularly in the com- 
ee field of foreign investment. Such discussions would be organized on 

oth a country baris and a subject basis; they would include businessmen, profes 
sional economists, bankers, and Government officials. They would be held in 
various parts of the United States, depending upon the international trade and 
investment interests of the community. 


The combined resources of Government and business will thus be brought 


together to solve the difficult problems that are involved in meeting the challenge 
ahead. This program will require additional personnel to carry it out and, at the 
same time, develop and maintain the other essential services of the Bureau. 
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10. Further assistance is provided the business community through individual 
consultations with respresentatives of business concerns who come to Washington 
or request assistance through correspondence. Bureau personnel also augment 
the consultation services of foreign trade specialists in the various field offices of 
the Department. At the present time, the number of personnel available for 
these consultations is limited and providing this service often impinges on other 
equally valuable services. 
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Mr. Preston. We have with us this morning the Assistant Secre- 
tary for International Affairs, Mr. Henry Kearns. 

Mr. Kearns, do you have a statement which you wish to make 
preceding the taking of testimony? 


GENERAL STATEMENT oF ASSISTANT SECRETARY FOR INTERNATIONAL 
AFFAIRS 


Mr. Kearns. Yes, Mr. Chairman, if I may. I have a brief state- 
ment that I believe fairly well summarizes the position of the Bureau 
and if I may, I would like to read it. 

Mr. Preston. Very well, Mr. Secretary. 

Mr. Kearns. Mr. Chairman and members of the committee. I 
appreciate this opportunity to appear before you to discuss the fiscal. 
year 1960 budget of the Bureau of Foreign Commerce. 

This budget has beer carefully prepared and provides the best avail- 
able estimates regarding the financial resources needed to accomplish 
the assignment given to the Bureau. The 1960 budget requests an 
appropriation of $3,800,000 to cover ‘Salaries and expenses of the 
Bureau of Foreign Commerce.” This is an increase of $572,097 over 
the 1959 appropriation. The appropriation request also describes in 
detail the justification of $2,832,000 for the administration of export 
controls in accordance with the instructions given to the Department 
in the extension of the Export Control Act in 1958. This request 
shows a decrease of $372,166. The combined budgets, therefore, show 
an increase of $199,931, but with a slight shifting of responsibility 
and assignment. With your permission I will discuss some of the 
basic considerations that result in this request. 


SALARIES AND EXPENSES 


First, may I cover that dealing with the operation of the Bureau of 
Foreign Commerce under the salaries and expenses budget. You are, 
of course, thoroughly familiar with the purposes of the Bureau’s work, 
It is intended to expedite and facilitate the foreign trade of the United 
States. This includes sale of American goods abroad, servicing of 
American investment abroad, assistance in the great and growing 
tourist and travel industry, and activities of a promotional or infor- 
mational nature such as the trade mission program. 

During the past 18 months there has been a great change in the 
trading posture of the United States as it relates to the other indus- 
trial nations of the world. During this period it has become quite 
evident that the sellers of American goods can no longer enjoy what 
is known as a seller’s market. The world is no longer desperatel 
short of materials and goods produced only in this country. Instead, 
our traders today find themselves in a buyer’s market of the most com- 
petitive nature. Therefore, it becomes necessary to approach our 
work from the standpoint of assisting the traders and the producers. 
of American goods to find and develop markets abroad that will be 
lasting and profitable. 

_ During the economic life of this country we have taken great pride 
in the competitive nature of our system. It would not seem reason- 
able, therefore, for us to retreat from a competitive world market. We 
see today the results of our foreign policy which was determined to 
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restore the economic strength of the major industrial nations of the 
free world. The restoration of this economic strength has resulted in 
vigorous and substantial competition in the international marketplaces, 

The Bureau of Foreign Commerce has the assignment of servicing 
our world trade, providing guidance, information and_ assistance, 
This service becomes increasingly necessary and vital in a highly 
competitive buyer’s market. In order to meet this challenge and 
to prove our worthiness as the world’s greatest trader, the Bureau 
has geared its activities to the present day requirements. The per- 
sonnel and facilities necessary to provide the additional services needed 
are reflected in the request for budgetary support. 

As the producers and distributors of American products compete in 
world markets, they have increasing need for the information that can 
be supplied exclusively through the Bureau. This is especially true 
of the many thousands of medium and smaller size enterprises that 
are engaged in foreign trade. 

I might say parenthetically here that the large sophisticated traders 
that have been in world trade for many years have in many cases 
their own intelligence sources, but the thousands and thousands of 
medium and small-size businesses do not, and they do place a great 
dependence upon the Bureau of Foreign Commerce and its resources. 

The complexity and changing nature of world trade is such that 
the latest, most up-to-date information must be collected in the field, 
analyzed, correlated and distributed to the trading community with 
a minimum of delay. A bold and effective program of trade promotion 
information abroad must be developed to convince the consumers of 
the world that American products are better, more dependable, and 


are reasonably priced. Our activities must include constant analysis | 


of the activities of our competitors, either friendly or unfriendly, 
review of credit terms offered, changes in currency valuations, expan- 
sion and contraction of shippin x facilities, knowledge of governmental 
attitudes and programs. All of these require a mechanism such as 
the Bureau of Foreign Commerce offers. It is our firm belief that the 
Bureau can provide the research and analytical staff services that will 
greatly assist and expedite a continuing and successful world trade, 

In these changing times it is also necessary that information and 
s‘aff services be provided to assist in the determination of foreign 
trade p»licy. You can plainly see that our efforts to supply data from 
60 to 80 trading countries upon an up to date factual basis is a for- 
midable task. The Bureau has diligently met this task despite 4 
shortage of manpower. However, the demands are increasing and 
the information available is also increasing. The budget requested 
will provide some increase in manpower to help meet this emergency. 


TRADE MISSIONS 


You will note in the budget request of the Bureau that there is 4 
program for trade missions. As you know, this function previously 
was included in the budgetary request of the Office of International 
Trade Fairs through the President’s special international fund. It 
has been determined by the executive branch of the Government 
that this program more appropriately falls directly in the Bureau of 
Foreign Commerce of the Department of Commerce. The flexibil- 


ity; review, and planning such as that available in the Bureau will, | 
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we believe, increase the effectiveness of the program. You are 
undoubtedly aware that since the trade mission program was inaugu- 
rated in 1954, 63 teams of American businessmen have been sent to 
38 countries comprising more than 400 marketing centers. Reports 
from all sources prove conclusively that these teams have been 
extremely effective. 

Mr. Chairman, if 1 may interpose here, we have had in the last few 
weeks some reports from some of our trade missions that are of an 
extremely encouraging nature. For example, we had one in India at 
New Delhi. They went over just before Thanksgiving and stayed 
through the Christmas holidays and returned in January. This was 
a real contribution on the part of the members of the team inasmuch 
as they had to be over there without their wives and families during 
the holiday season, working full time. However, the results have 
been almost miraculous. For example, in the Indian Parliament the 
other day one of the Communist members challenged the Government 
for allowing this trade mission to come there and Mr. Nehru himself 
defended this program as being one of the finest that he had encoun- 
tered and said in his opinion this is one way that we could learn more 
about a free enterprise system and one way they could learn how to 
help themselves in the manner that we operate here. This is a tangible 
evidence of an important man recognizing that this device has been 
effective. 

This is only one of several. 

They have not only promoted the foreign commerce of the United 
States, but they have materially aided in making friends abroad for 
our country and have most effectively promoted an understanding of 
the American free enterprise system, especially in the newly developing 
countries of the world. In the budget request for 1960 it is antici- 
pated that 15 missions will be sent to strategic trade areas of the world. 
This is an increase of one in the number over 1959, and it is considered 
that it is a bare minimum for the effective development of trade and 
trade understanding through this very useful device. Trade mission 
members are drawn from the most capable people of this country. 
They serve without compensation, devoting up to 10 weeks of their 
time in the most intensive and exacting assignment. We believe 
that the budgetary requirements for this program produce results of 
the greatest possible benefit to this country. 


INTERNATIONAL TRAVEL 


Another field that today deserves increasing attention by the Gov- 
ernment is that of travel and tourism. It is no exaggeration to say 
that international travel is literally exploding all over the world. 
The urge to visit is an international phenomenon and while the opera- 
tors of our private travel facilities are doing a magnificent job, there 
are areas in the foreign travel field that require and deserve coordi- 
nation and assistance by a capable governmental agency. The budget 
requested will make it possible for the Bureau of Foreign Commerce’s 
Office of International Travel to meet this demand. For example, an 
important national program has been launched to encourage travelers 
abroad to visit the United States in 1960. It is hoped that in this 
manner substantial earnings will result in this country, but even more 
important better understanding and friendliness will no doubt develop, 
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This project requires and deserves the leadership and cooperation of 
the Government. 

May I interpose once more? You recall this came as a result of 
the survey that was made by Clarence Randall. We discussed this 
at some length last year when we had a modest appropriation request, 
Now, it is even more important. This is the first time when all of 
the facilities of the executive branch of the Government have been 
coordinated in one area in this travel field. When you realize that 
last year Americans spent abroad over $2.25 billion, you can see this 
is a sizable business. We believe that by 1960 many of the countries 
of the world will have cured a good many of the dollar shortage 
problems, and we believe this is the reason why a “Visit U.S.A.” 
program in 1960 is especially appropriate. We will be able to get 


back $1 billion to $1.5 billion of this trade by encouraging people to | 


travel here. So we have a very modest program of direction and 
assistance and coordination that will use the facilities of private 
business to the maximum in making this two-way travel really 
effective. 

I think this-is certainly one of the most glamorous programs we 
have, and I think one of the most effective when you consider the 
amount of money involved. 


PRIVATE INVESTMENT ABROAD 


A phase of Bureau of Foreign Commerce activity that must be 
supported to a greater extent is that of private investment abroad. 
The Bureau has the assignment of maintaining liaison with potential 
American investors and of providing them with up-to-date and factual, 


dependable information regarding the factors involved in the outflow | 
of American private capital. It is our sincere belief that the outflow | 
of such capital is in the interests of this country’s foreign policy and | 


provides substantial domestic economic benefits as well. It is espe- 
cially necessary that we make every reasonable service available for 
the examination of potential private projects in the newly developing 
countries of the world. Such an activity will help to produce a 
substantial private sector that will remain friendly to this country, 
providing continuous opportunities for export and development. 

May I point out here that again in the sophisticated areas of the 
world such as Europe there is very little we would have in the way 
of assistance in private investment, but in those areas where we are 
trying to direct our private investment and in the lesser-developed 
countries, the advice and assistance of the Bureau is desperately 
needed, and this is where we intend to maintain a good part of our 
efforts. 

FIELD OFFICES 


The Bureau of Foreign Commerce has a unique opportunity to reach 
the American business community with trade, investment and travel 
service through the 33 field offices of the Department. It is necessary, 
however, that the coordinating facilities of the Bureau be increased and 
improved to more fruitfully utilize the tremendously effective field 
services Office of the Department. A request is included for facilities 
to accomplish this purpose. 
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PUBLICATION 


One of the means of communication of the Bureau has been its 
publications program. ‘This program has earned the praise of the 
business community for its realistic, concise and thoughtful presenta- 
tion of useful information. It is intended that this program shall be 
continued with even greater effort made to fully utilize the facilities 
at the command of the Department. 

This brief review outlines some of the steps that the Bureau of 
Foreign Commerce believes necessary in meeting the challenge of this 
day—that of doing business in a competitive world-trade situation. 


Export CoNntTROL 


Now I should like to speak briefly of the other important phase of 
the Bureau of Foreign Commerce operation, namely, export control. 
Your will recall I indicated that the request for appropriation amounts 
to $2,832,000, a reduction of $372,166. In requesting the export con- 
trol budget at a level about 12 percent below the last fiscal year, we 
have assumed there will be no U.S. involvement in military conflicts 
requiring a major change in strategic export controls. The budget 
reduction is possible primarily because of recent cutbacks in controls 
over exports of some commodities to friendly destinations. However, 
we do not expect to make any significant changes in export controls 
as they apply to Sino-Soviet bloc destinations. We must continue 
the review of strategic importance, to the bloc, of commodities and 
technical data in order to deprive the bloc of goods and technology 
which would increase their military potential. At the same time we 
attempt to eliminate any controls determined to be no longer useful. 

Many firms request information regarding the possibility of trade 
with Soviet bloc nations. These inquiries require the time and atten- 
tion of technically qualified personnel to determine whether approval 
of the shipment would involve any security risk. Application for 
licenses for shipment to Yugoslavia and Poland also require careful 
study in order to determine that each shipment is in line with U.S. 
foreign policy and objectives. 

Communist countries are noted for their attempts to obtain by 
subterfuge U.S. produced strategic materials either directly or through 
other countries. The prevention of illegal diversions and the prose- 
cution of firms involved in such transactions is an important and 
delicate operation requiring constant vigilance and cooperation among 
export control personnel, U.S. Customs officials, and the governments 
of friendly foreign countries. 

In conclusion, let me say these are exciting and trying times. Con- 
ditions are rapidly changing. But this we know: (1) The Soviet 
Union has served ample notice that it intends to compete for the 
economic allegiance of large portions of the world. (2) The indus- 
trial nations of the free world have regained their ability to produce 
for export and will offer this country increasingly vigorous competi- 
tion. (3) The output of our fields and factories exceeds the ability 
of our 175 million people to consume. We must have world markets 
or we will limit the future expansion of this country. (4) Our country 
is becoming increasingly dependent upon the world for raw materials. 
We must maintain friendly access to these materials for the future 
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welfare of our people. (5) In the development of foreign trade policy 
and in supplying service to those who wish to engage in trade, invest- 
ment, or travel, the Bureau of Foreign Commerce is the servant. 

I hope that we can have your concurrence in this program. 

Mr. Preston. Mr. Secretary, your enthusiasm is almost effer- 
vescent. 

Mr. Bow. I would say it is the exuberance of youth. 

Mr. Preston. You make me think of an executive director of the 
Miami or Los Angeles Chamber of Commerce. 

Mr. Kearns. I come from southern California. I think that is 
probably the reason. 

Mr. Preston. You covered the field here and used some terms like 
glamorous and exciting, and you have painted a rosy picture of for- 
eigners flowing into this country in vast numbers. I hope your 
enthusiasm is justified. We welcome them, of course. 


TRADE MISSION PROGRAM 


You said your accomplishments with these trade missions have 
been miraculous. What has been miraculous? Give us an example 
of some miracle that has been performed. 

Mr. Kearns. The understanding they have been able to develop 
by talking to the business and community leaders of the host country, 
as indicated in all reports that we get, that we have been able to clear 
away misunderstandings that have been impossible to clear away 
through any other means. For example, we just have a report from 
a mission that is in France. They have been going out through the 
small communities of France visiting a community a day and talking 
with first the governmental leaders, the local leaders, and then the 
business leaders. In doing so they have been able to present the 
picture of America and how we do business in a way that we have 
never been able to do through our overall propaganda or information 
sources. 

Mr. Preston. What good would they be doing in small communities 
of France? Are they talking to governmental people in those com- 
munities? 

Mr. Kearns. They talk to the mayors, the city council, and then 
talk to the business people. This is done in the belief that the at- 
titudes of the people are pretty largely determined by the leaders— 
the business leaders and governmental leaders—and they understand 
our position. 

Mr. Preston. What do we have to convince the business people 
in France of? They should be very familiar with the type of com- 
modities that are manufactured in this country, with our productive 
skills, the durability of our hardware, and so forth. What impression 
do we have to dispel? 

Mr. Kearns. One thing we would like to sell France a lot of our goods. 
If the French people, Ted by the French business leaders, would 


remove some of the barriers they have to our trade, we can sell them 
some of our goods. 

Mr. Preston. Are you referring to tariff barriers? 

Mr. Kearns. No, sir; not tariff barriers, but they have other bar- 
riers such as quantitative restrictions of one kind or another. France 
is one of the most protected nations in the world. If they want to 
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continue to sell to us, they will have to allow us to sell to them, which 
is important in our world trade picture, and they do want to sell to us. 

Mr. Preston. They do not sell much in this country except 
automobiles, perfume, wines, and champagne. 

Mr. Kearns. Well, they sell those products, and they want to 
continue and our missions suggest that the only way they can con- 
tinue is to allow us to conduct two-way trade on a relatively free basis. 

Mr. Preston. You spoke of going into these underdeveloped coun- 
tries and giving them counsel and advice. Are you talking about 
giving foreigners advice, or giving American businessmen advice who 
go into these countries to establish manufacturing plants? 

Mr. Kearns. This is primarily developing the opportunities for 
investment for American investors, and also consulting with foreign 
governments and encouraging them to maintain an attitude that will 
encourage American investment. 


DUPLICATION OF ICA PROGRAMS 


Mr. Preston. Are you not duplicating exactly what ICA is doing? 

Mr. Kearns. No; this is not an aid program. 

Mr. Preston. I know that. ICA is not engaged in the aid program 
either. You are familiar with what they do? 

Mr. Kearns. Somewhat. 

Mr. Preston. Well, you had better be thoroughly familiar, Mr. 
Secretary, because as the man heading up this Office of Foreign Com- 
merce, you ought to know exactly what they de. 

Mr. Kearns. Well, I think well enough so there is no duplication. 

Mr. Preston. How does your program vary from their;? 

Mr. Kearns. Our program is primarily one of maintaining a com- 
munication between investment opportunities and the American 
investment community. In turn, we find problems from the American 
investment community that they encounter abroad and then it is 
up to us through the appropriate agencies to bring this to the attention 
of the gov ernment involved, and we do that “through our regular 
sources. 

Mr. Preston. Well, ICA has a battalion of people doing the same 
thing. 

Mr. Kearns. They do not have the contact with the American 
business community that we have. That is where our responsibility 
rests. 

Mr. Preston. They even go a step further than you do. They 
provide the money and guarantee it against confiscation, loss, or 
anything else. 

That is the most attractive place for the American businessman to go. 

Mr. Kearns. We have worked with an extremely fine cooperative 
and coordinated effort with the aid programs, and there is no conflict 
at all. We supplement what they do, and they in effect supplement 
what we do. 

Mr. Preston: Do you have an interagency committee? 

Mr. Kearns. Yes, sir. 

Mr. Presron. Working with ICA? 

Mr. Krarns. Yes, sir. 

Mr. Presron. How many people are assigned to that work? 
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Mr. Kearns. That is done on the basis of Ed Arnold who has the 
responsibility in ICA, and myself. We do it at our level. 

Mr. Preston. Just the two of you? 

Mr. Kearns. We have constant consultation on this subject. 

Mr. Preston. Just the two of you? 

Mr. Kearns. Yes, sir; at the moment. 

Mr. Preston. And you two are dealing with the whole world? 

Mr. Kearns. Well, this is a matter of answering specific problems; 
yes, sir. 

Mr. Preston. Are you dealing with the whole world? 

Mr. Kearns. Yes, sir. 

Mr. Preston. You are an amazing man. 

Mr. Kearns. The problems are not worldwide at one time. The 
problems are individual problems as they occur. 


INTERNATIONAL TRAVEL PROGRAM 

Mr. Preston. How many people are you devoting to this travel 
program? 

Let someone else answer that for you. 


Mr. Macy. There are six in the Office of International Travel at 


the present time. This request calls for an increase of nine positions, 

Mr. Preston. Are you going to be able to do more than all of the 
travel agencies of the United States have been.able to accomplish? 

Mr. Macy. No, sir, Mr. Chairman. We will not be supplementing 
the private travel organizations of the United States or other countries, 

We will be supplying them with the type of information that they 
need to carry out their operations. We will be working with other 
governments through the State Department and in cooperation with 
the State Department in reducing the paperwork and other restric- 
tions to international travel. We will be putting together quite a 
good deal of information which will be helpful to the industry itself. 
We will not be taking over any of the functions that the private 
agencies are now carrying out or will carry out in the future. 

Mr. Preston. Mr. Macy, do you believe that your people are 
better qualified to promote travel than these people who have been 
in the business and made a career of it? 

Mr. Macy. When we say we are promoting travel, our major func- 
tion as we see it—in that connection—is to supply information to the 
agencies which are actually the promoters of travel. We coordinate 
the operations within the Government, and there are several agencies 
in the Government that have particular responsibilities in connection 
with international travel. We have set up during the last year 4 
number of interagency committees that work on specific problems, 
such as I indicated earlier, the reduction of paperwork, we have 4 
listing of those committees that I would be glad to put in the record 
if you would like. 

Mr. Preston. May I see it? 

Mr. Macy. Yes, sir. 

Mr. Preston. Who uses the end product of these committees? 

Mr. Kearns. The domestic travel industry by and large. 

Mr. Preston. In the United States? 

Mr. Kearns. That is right. May we present an outline of the 
subcommittees under our travel department. 


we have to deal with and the way we have gone about it. 





This was prepared to illustrate the broad scope of problems that | 
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Mr. Preston. We will insert this in the record at this point. 
(The document referred to follows:) 


INTERDEPARTMENTAL TRAVEL PoLicy COMMITTEE 


SUBCOMMITTEES 

Utilization of USIA-State-Commerce Free Entry of Travel Promotional! 
Facilities: Literature: 

USIA, Chairman. Treasury, Chairman. 

Commerce. Commerce. 

State. State. 

Treasury. USIA. 

Interior. Agricultural Quarantine: 
Travel Promotion Considerations in Agriculture, Chairman. 


International Economie Conferences: 
Commerce, Chairman, 
State. 
Treasury. 
USIA. 
Agriculture. 

Highway Improvement: 
Commerce, Chairman. 

State. 
ICA. 
Ex-Im Bank. 
USIA. 

Hotel Development: 
Commerce, Chairman. 
State. 
Ex-Im Bank. 
Development Lean Fund. 
FAA, 
HEW. 
ICA. 
DLF. 

1954 Convention on Customs Facilities 

for Touring: 

Commerce, Chairman. 
State. 
USIA. 

Sea Passenger Controls Facilities: 
Treasury, Chairman. 
Commerce (BFC, FAA, MA). 
State. 

Justice. 
Agriculture. 
HEW. 


Commerce. 
State. 
Problem of Yellow Fever Vaccination: 
HEW, Chairman. 
Commerce. 
State. 
U.S. Leadership on Health Measures for 
Travelers: 
HEW, Chairman. 
Commerce. 
State. 
Relaxation of Currency Controls: 
State, Chairman. 
Treasury. 
Commerce. 
Travel Taxes: 
Treasury, Chairman. 
Commerce. 
State. 
Justice. 
Expansion of Tourism Technical Assist- 
ance Programs: 
ICA, Chairman. 
Commerce. 
State. 
Interior. 
Treasury. 
Coordination of International Travel 
Statistics: 
Commerce, Chairman. 
Justice. 
State. 
Treasury. 
Bureau of Budget. 


SALARIES AND EXPENSES 
Program and financing 











1958 actual | 1959 estimate | 1960 estimate 


Program by activities: Promotion of U.S. foreign trade and 


investment (total obligations).........-..-..------ 


$2, 926, 742 $3, 218, 797 





Financing: 
Comparative transfers from (—) other accounts. ..-------- —488, 839 mE Dshciindnseriinienisn 
Unobligated balance no longer available. -..-....---------- TRI loki wk eedcte ie eenesns sme 
ew oliiantional Guth ooo. sii ceccocsccccnawtcowses 2, 449, 250 2, 633, 340 3, 800, 000 
New obligational authority: ee 
INE ion cise konto ‘ 2, 449, 250 2, 400, 000 3, 800, 000 
Transferred from ‘Salaries and expenses,”’ general admin- 
ee ea cate kes. Pe eritgeccuaane 
Appropristion (adiasted) «.. <. ocnein cs -ncnseccscenscsns 2, 449, 250 2, 418, 590 3, 800, 000 
Proposed supplemental due to pay increases. .....-...|..------------ 214,7 entree 


ee eeeeEEee———eE—E—E—E—EE_—————E—————————EEEEEEEEEE— TT 
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Object. classisication 








1958 aetual | 1959 estimate | 1960 estimate 























Total number of permanent positions. -............------.--.-- 323 311 377 
Full-time equivalent of all other positions-..--- Spbansssudboee 4 2 2 
Average number of all employees. --_............---.---------- 305 305 354 
Number of employees at end of year. ....-....-.----------.--- 291 309 377 
Breage COE ree Gk GONG 2 a cis ctmtetsSescccnsecscunnse 9.0 $6,833 | 9.1 $7,592) 9.1 $7,457 
01 Personal services: 
EINE CRU i ig oi on Seo e ccc ncmdncncn ses $2, 171, 696 $2, 304, 064 $2, 649, 000 
Positions other than permanent...._...-...----------- 26, 952 11, 980 15, 000 
= eee ee 9, 218 9, 106 21, 600 
TOA DUPRE BOT Nea sis ooe a occ sd 2, 207, 866 2, 325, 150 2, 685, 600 
Oe Sr Cia. datl nants ne sdk Gh addtaie tench dmacwennityeil 130, 841 201, 900 240, 000 
eR NOEE TIE CN cas cc denenancncconesunse 2, 843 2. 000 2, 500 
OS COmMManiCNion SOTVIOM. «2.05 oes ccc ence ncn cnc cecce 34, 111 39, 740 46, 700 
OG : Teena ee Gh WEP VINE as 6. ss beet 5... 4, 873 5, 000 4, 500 
OD. FUGUE GOOG TONTOUIOIIIR scsi ok 5 nos. nec ccccnen 155, 637 183, 660 256, 000) 
OT SIGE DOMITROEOR BOE VIIEE. 5 nocd ceccesvnpesseccacccccccus 219, 160 260, 752 285, 500 
Services performed by other agencies_..........-.-.-.- 16, 754 23, 250 38, 000 
Oe IN is on ren chiccnccdeccennue< 16, 985 25, 400 -28, 500 
I) IR so 808 C rcrlnk ation Ree etabwSdindicadeadescoescncne 16) iuceeuacousee 35, 000 
11 Grants. subsidies, and contributions.................-.--- 135, 753 151, 245 177, 000 
13 Refunds, awards, and indemnities.-............---.-.----- EREeE Witeccenatacs a eee J 
a ee eee IIIS noes 8 do ced ce ceeeeccccnwswans 694 700 700 
NE I oo re cn naieceeegiencasesboonne 2, 926, 742 3, 218, 797 3, 800, 000 


Mr. Preston. The first item is ‘Salaries and expenses.” We will 
insert in the record at this point pages 411 through 413 of the justif- 
cations. 

(The pages follow:) 


Summary of requirements 








‘ acca eT UU eiacascn tk Waditeed cnc egeetee acai causotincucnonpned dabean $2, 400, 0» 
Proposed supplemental due to pay increase.................-.......--..------ $214, 750 
EO TE OTE 9, 106 
Transfer from ‘‘saleries and expenses, general administration’’.._............_- 18, 590 
Comp2rative transfers from— 

“Salaries and expenses, general administration’”’._...................--...- 3, 595 

“‘President’s special international program’’.......................-------- 581, 862 

UNE tat etcetera id ete nbntat neces tinawatiition unig aedawn se hae eeene ill 827, 903 
Nc a i a i ie net oaceue ares unaalvuieceuenaa 3, 227, 08 

Net difference, 1960 over 1959: 
Requirements Difference, 
increase (+-) 
or de- ° 
1959 1960 crease (—) 


adjusted estimate 


Promotion of U.S. foreign trade and investment----| $3, 227, 903 | $3,800,000 | +$572,097 +572, 007 








Pane OGRE OUUII ROI IN iin io eck ksnt nn cdcncctensccdeucbieceencscsss 3, 800, 000 
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BUDGET FOR TRADE MISSION PROGRAM 


Mr. Preston. How much is in this budget for international exposi- 
tions or trade fairs? That is all under the ‘‘trade mission,” is it? 

Mr. Macy. Sir, there is a total of $600,000 in this budget for the 
operations of the trade missions as a comparable figure to the amount 
that was spent this fiscal year, or will be spent this fiscal year out of 
the special funds appropriated for international trade fairs. 

The figure for fiscal year 1959, the transferred figure was $581,862. 

In addition to this comparable transfer figure, which is a comparison 
between the $581,862 and the $600,000 the Bureau of Foreign Com- 
merce all along has been supplying out of its regular budget some 
support to the trade mission program. That has been going on since 
the program started in 1954. 

We estimate that to be in the neighborhood of $119,000. That is 
about the same amount as the present fiscal year. 

Mr. Preston. The amount in this budget that was transferred 
that was heretofore carried under the President’s fund was $581,862? 

Mr. Macy. That is right. 

Mr. Preston. Where is that specifically found in this budget on 

age 413? 

. Mr. Macy. This table on page 413 does not break it down so that 
you can pick it out immediately. It is in two places, the $600,000, 
It is in the Office of Trade Promotion. It is a part of this 98 positions 
and it is in other objects. 

It is a part of the other objects. I can break that out for you in 
detail or give you a detailed sheet which shows just what it is. 

Mr. Preston. Do you have it with you? 

Mr. Macy. Yes, sir. 

(The matter referred to is as follows:) 


Trade missions transfer from President’s international program 

















Actual Estimated | Comparative 
comparative | comparative estimate 
transfer, transfer, included for 
1958 1959 1960 

Ten naimtier of full-thine...6 skeet cs st lel dsds wd 18 16 18 
RE ae: 3 1 2 
Average number of all employees. .......-.-.----------------- 15.1 16.8 20 
PUULNGU WE WRN OR INS 3 ask 5 Ss oi 5 50h ck de ab GDat ons e 14 16 2» 
Gece ONEEE UNNRONNG. bak Sick ncdaucchentvadlaldladadaitowden $127, 465 $123, 720 $141, 350 
PN 110, 900 | 171, 900 180, 000 
Oe “remmerutethen 00 GO... 8c occncwceanslaonaanecncee 2,417 1, 900 1, 500 
Oh Cipemarriantions Ser VIGOR, an odie doe nin nb ese adie dé Geode 2, 049 2, 900 3, 000 
rn OO ee eenimuilialie il 4, 373 5, 000 4, 500 
06 Printing and reproduction. ._.............-----------.---- 6, 315 16, 000 15, 000 
07 Other contractual services. -. ‘oa 203, 578 245, 362 238, 800 
08 Supplies and materials--__- 2, 071 7, 000 7, 500 
Eh SONNE, 5 ko ces 6, 529 7, 680 8, 050 
In?” INE WONT UIP i cna tc adie ibe 378 400 300 
TORN 5. os Th wi iene iake ate pci ici, 466, 075 581, 862 600, 000 





Mr. Preston. Heretofore this $581,000 was used for the sole 
purpose of trade fairs, was it not? 

Mr. Macy. It was used for sending trade missions to countries 
where we had an international exhibit, or where there was an inter- 
national trade fair. 
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It was an essential part of the international trade fair exhibit where 
we had the exhibit. It also provided for sending these teams out in 
the country or countries where the exhibits were held to meet with 
the businessmen, as Mr. Kearns indicated. 

Mr. Preston. Who spent this money before it was put in the Bureay 
of Foreign Commerce? 

Mr. Macy. It was transferred to the Bureau of Foreign Commerce 
from this fund. 

Mr. Preston. From the President’s fund? 

Mr. Macy. Yes, sir. 

Mr. Preston. You used it before? 

Mr. Macy. That is right. 

Mr. Preston. Did you use it in the same way you are now using it 
since it is being transferred in this budget? 

Mr. Macy. In the same way that we would use it under the 1960 
fiscal budget, yes, sir. 

Mr. Kearns. May I make the exception on this, if I may? I am 
sorry to interrupt. 

Mr. Preston. Go ahead, Mr. Secretary. 

Mr. Kearns. The problem occurred in the limitations that were 
placed upon locations in which you could send trade missions as a 
part of the President’s fund, where we were limited to sending trade 
missions to only those areas where there were trade exhibits, trade 
fairs. 

In many cases it was not appropriate to send trade missions and 
it was not fruitful. For example, to send a trade mission to a country 
like Tunisia each year, although it is in our national interest to have 
an exhibit in the Tunis Fair, it is not fruitful to send a trade mission 
each year. There are many other areas of the world where there 
are no trade fairs but where it would be fruitful to send a trade 
mission, 

This was the reason for the executive branch of Government 
requesting that this be transferred from the trade fairs so that you 
would have more flexibility in the locations to which you would send 
trade missions and in effect you would spread our operations. 

In other words, we will continue with the trade fair program as 
broad as the budget will allow us, but in addition to that, we can take 
many areas. 

For example, in Central and South America, there are very few, if 
any, trade fairs, but there is a real need for people to go down there 
as a mission. Under this program we can send missicns. 

The same thing is true in Africa and in Asia, where there are very 
few, if any trade fairs. The difference between the past operation and 
what we propose now, is that we would be able to send missions to the 
areas where they are needed even though there may not be a trade 
fair. 

This couldn’t be done under the President’s special fund. 


MOSCOW FAIR 


Mr. Preston. How much of this money will be used at the Moscow 
exhibit this year? 

Mr. Macy. None, sir. 

Mr. Preston. None at all? 
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Mr. Kearns. None at all. 

Mr. Macy. We are not sending a trade mission to the Moscow Fair. 

Mr. Preston. Why? 

Mr. Macy. That was the determination made by the Interagency 
Committee which had the responsibility of the Moscow Fair and I 
assume it was on the basis that this is an exhibit of the American way 
of life and it would not give the opportunity for a group of this kind 
to talk to actual businessmen there. But Mr. Kearns might be able 
to answer that further. 

Mr. Kearns. May I submit, Mr. Chairman 

Mr. Presron. Before you doctor this thing up so strongly I won’t 
recognize it, we started out to have an exhibit in Moscow. 

It was a trade fair initially. 

Mr. Kearns. Yes, sir. 

Mr. Preston. We have altered it some to where now it is an expo- 
sition of some sort, with the arts and talents being involved and all of 
that. 

It is sort of a baby Brussels Fair. 

Mr. Kearns. Yes, sir. 

Mr. Preston. If it started out as a trade fair and it still is, to 
what extent, 75, 50 percent? 

Mr. Kearns..75 percent of the. exhibit’is of American products 
and how they are used. 

Mr. Preston. Why does it not make sense for us to have a trade 
mission over there to try to promote our business and to make the 
necessary contacts with the Russian business community? 

Mr. Kearns. This is a matter of high policy. 

Mr. Preston. Where from? 

Mr. Kearns. From the highest level in our Government. 

Mr. Preston. From the White House? 

Mr. Kearns. Well, the National Security Council, I presume, 
would be the ultimate determinant. There is only one customer 
in the Soviet Union for goods, and that is the Soviet Government. 
There is no inclination at this time to encoursge the Soviets in believing 
that we are going to expand our trade efforts with them. 

Mr. Preston. Why did we decide to have a trade fair over there, 
then? 

Mr. Kearns. As a means of showing how America lives, the state 
of our technology, state of our development of consumer items, et 
cetera. It is not with the intention or belief that we will expand very 
much in the way of trade. 

Mr. Preston. Mr. Bow, you have been very familiar with this 
trade fair program on this other subcommittee. Do you want to 
question him on this point? 

Mr. Bow. Yes, I would like it, Mr. Chairman. 





LIMITATIONS UNDER PRESIDENT’S FUND 


Mr. Secretary, you have said that under the President’s fund that 
you could not do these things. Where in the President’s fund was 
there any limitation? 

Mr. Kearns. The limitation comes from the administration of the 
President’s fund, which is under the OCB and by a tripartite com- 
mittee, composed of members of USIA, State, and Commerce. As a 
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result of the administration it has become nearly impossible, not 
completely, because we get permission to send one to Nigeria this 
year that was outside the area, but nearly impossible to expand beyond 
any area where there is not existing trade fairs. 

Mr. Bow. But there is no limitation in the law, there is no limitation 
in your budget. 

Mr. Kearns. That is true. 

Mr. Bow. When you say you could not do it, it is a matter of 
administration, is it not? 

This change in budget for that purpose was not necessary. 

Mr. Kearns. It would be possible from the budget standpoint to 
do it. From an administrative standpoint it apparently was not. 

Mr. Bow. Who made that decision? 

Mr. Kearns. The decision was made after many consultations as 
to the procedure now, the position we are in now and the position we 
should be in to adequately handle this program. 

One thing that is remembered, this program has been completely 
handled by the Bureau of Foreign Commerce. 


Mr. Bow. And will continue to be handled by the Bureau of | 


Foreign Commerce? 

Mr. Kearns. Yes. 

Mr. Yates. Will you yield, Mr. Bow? 

Mr. Bow. Yes. 

Mr. Yates. Why is it handled by the Bureau of Foreign Commerce 
if it is only a propaganda device? 

Mr. Kearns. The trade missions are not the propaganda device. 

Mr. Yares. I thought you were talking about the Russians. 

Mr. Bow. No; about the trade missions now. 


MOSCOW FAIR 


Mr. Yates. The chairman started out by asking about the Russian 
Exposition. I thought you continued that question. 

Mr. Bow. I continued on the general. Now I will get to the 
Russian. 

Mr. Kearns. One of the problems that came about was, in the 
administration of this, the agencies involved and the Bureau of the 
Budget opinion was it would be more rightly handled if it were a 
Department of Commerce operation. We believe that, too, because 
of all the responsibility of handling it 

Mr. Bow. Mr. Kearns, let me just say this to you, that there, 
again, we find the Bureau of the Budget beginning to run this Govern- 
ment. Iam getting a little weary of that. 

I do not like to see you try to justify this budget on what the 
Bureau of the Budget wants done. Let us stick now to what the 
Congress has said and what the Department of Commerce is going 
to say. 

Why was the trade fair changed in Moscow? Let us go to Moscow. 
The chairman went into that. Why did you change that? 

Mr. Kearns. You mean—— 

Mr. Bow. Why no trade mission? You said it is not a trade fair. 
It is purely propaganda. 

Mr. Kearns. Essentially propaganda. There may be some ele- 
ment of trade, but I see very little of it as far as we are concerned. 
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Mr. Yates. Why is it in the budget then? 

Mr. Bow. Industry is participating in that to the fullest, are 
they not? 

Mr. Kearns. Yes. 

Mr. Bow. You have displays of goods by various companies of 
the United States? 

Mr. Kearns. Yes. 

Mr. Bow. So it becomes pretty much a trade fair, does it not? 

Mr. Kearns. They are doing that as a matter of public service. 
That is the approach made to business, to make their contribution 
to the fair as a public service. I think that there are very few of the 
exhibitors that are devoting their energies that expect to generate 
business. 

Mr. Bow. I do not think I have anything further. 


PROJECTED TRADE MISSIONS 


Mr. Kearns. Mr. Chairman, could I submit to you 4 list of pro- 
jected trade missions? We would hope that we could project 15 
missions. I only have three copies of this, unfortunately. 

This is the projected list. I have checked the ones where there are 
trade fairs so you can see that a relatively small percentage of those 
there are trade fairs. 

Mr. Preston. Is this a list of the 16 missions? 

Mr. Kearns. This is the list from which the 15 would be selected. 

Mr. Preston. Fifteen? You said 16 in your statement, I believe. 

Mr. Macy. No; 15 this year, 14 last year. 

Mr. Preston. I beg your pardon. 

Mr. Kearns. We would hope that if the appropriation were made, 
that we could send 15 from this list. 

Mr. Preston. I will insert this list of trade mission programs in 
the record at this point. 

(The document referred to follows:) 


TrapE Missions PRoGRAM 
TENTATIVE PROJECT PRIORITY LIST FOR FISCAL YEAR 1960 


It is intended to send approximately one-fourth of the number of trade missions 
provided by the fiscal year 1960 budget to each of the following four major 
geographic areas. Specific priority trade mission projects are listed, by country, 





under each: 
I. Asia and Far East II. Africa and Mideast | III. Western Hemisphere IV. Europe 
ceili tases ti neni client inital teeth sinatra htentpenanaaitinns 
1. India (Madras Solo| West Africa; Ghana, | Toronto Fair, ¥ygadente (Zagreb Fair) 
Exhibit). Liberia, Guinea. (Belgrade Fair?). 
2. India (Bombay Solo | East Africa: Rhodesias, | West Indies Federation. | Finland, Sweden (Gote- 
Exhibit). Nyasaland, Kenya, borg Fair). 
Tanganyika, Uganda, 
Mozambique. 
3. Japan (Osaka Fair). Iran, Kuwait. Uruguay, Peru (Lima | Italy (Bari Fair). 
air). 
4, Philippines. French West Africa. Brazil. Austria (Vienna Fair), 
5. Indonesia. South Africa. Chile. Spain-Portugal. 
6. Southeast Asia (to sev- | Egypt. Argentina. Choice of one of follow- 


eral countries selected 


ing: Greece (Salonika 


from following list: Fair), Italy (Milan 
Hong Kong, Malaya, Fair), France (Mar- 
Singapore, Maca», seille Fair), 

Taiwan, Ceylon, 


Vietnam, Thailand). 
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INCREASE IN PERSONNEL 


Mr. Preston. You presented us a pretty well fattened up budget 
here, Mr. Macy. You seek 60 additional positions. 

Mr. Macy. Sixty-six, sir, 

Mr. Preston. On page 413, I see the grand total under the budget 
year 1960, plus 68. What is that figure? 

Mr. Macy. There are 66 permanent positions and 2 part-time 
positions, sir. 

Mr. Preston. Our time is running short to go into these programs; 
each one, at any considerable length. Do you wish to add anything 
to what Mr. Kearns has said about these major increases? 

For instance, 9 under the Office of International Travel—you have 
already spoken to that one; 17 under the Office of Trade Promotion; 
32, Office of Economic Affairs. You have not spoken to the 32 
positions in the Office of Economic Affairs, have you? 

Mr. Macy. No, I have not. I will be glad to do that. 

Mr. Preston. Will you speak to that at this time? Where is the 
program sheet on that, the Office of Economic Affairs? 

Mr. ANDERSON. 423. 


OFFICE OF ECONOMIC AFFAIRS 


Mr. Macy. The Office of Economic Affairs, Mr. Chairman, is the 
larger segment of the operation of the Bureau of Foreign Commerce. 
This is the Office in which we have what we call geographic desk 
officers—a man on a country desk who is supposed to know all there 
is to know about the economic and commercial aspects of the country 
on which he is the expert. 

In addition to that, we have a very small transportation section, 
and we have what we call a Trade Programs Division, and a general 
statistical and analysis division that is called the International 
Economic Analysis Division. 

There are 32 positions in the increase as far as this Office is con- 
cerned. One of them is in the transportation staff. There are four 
of them in the trade program staff, which is the staff that is respon- 
sible for policy formulation, the information necessary for the Secre- 
tary and Assistant Secretary in taking the various positions they take 
in connection with policy work. 

This ties in with the Trade Policy Committee, chaired by the 
Secretary. 

We have what we call the American Republics Division, which 
covers all of the countries south of the border. 

Here we have tremendously increased activities and we are asking 
for an expert to put in full time on Cuba, which we do not have at the 
present time, and that is developing into quite a problem for business- 
men and operations in Cuba. 

We are hoping to put an analyst on Brazil in addition to the one 
we now have. 

We are expecting to get out an investment guide on Argentina, and 
a revision of the guide put out on Venezuela some 7 or 8 years ago. 
That would require one senior officer and one stenographer there. 

There would be five additional people in the American Republics 
Division. 
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In the British Commonwealth Division, we feel the very definite 
need for an additional person on Canada. We have one on‘Canada 
at the present time, but the demand there has increased. 

There will be two new people in the British Commonwealth Division, 
one of them being a secretary. 

In the European Division we have had a very, very high amount 
of activity in connection with the Common Market, the work of the 
Common Market and how the businessmen in the United States tie 
into the Common Market which is now becoming a reality. 

We will put one senior officer on the Benelux countries and the 
others would be GS-9, 7, two 5’s and a 4, and one on doing an invest- 
ment guide type of job. ‘That would be a senior officer, making a 
total of seven for that particular area. 

In the Far East, we contemplate putting three additional people, 
one on Japan and one on an investment guide, with a secretary. In 
the Near East and African Division where we have had considerable 
increased activity of late, we would have four people, one on Africa, 
with a secretary and clerk and one with a secretary on developing 
guides for some of the African countries. 

In the International Economic Analysis Division, we would put 
additional people to put together the kind of statistics that are 
required in’ connection with policy work as well as the information 
that the business men are insisting on, statistics for market research, 
et cetera. 

That very briefly adds up to the 32 men, Mr. Chairman, in the 
Office of Economic Affairs. 

Mr. Preston. Mr. Macy, the figure shown for 1959 is $3,227,903. 

Is that an adjusted figure which includes the transfer which you 
got from the President’s fund? 

Mr. Macy. Yes, sir. 

Mr. Preston. $572,097 is a purely new increase in funds? 

Mr. Macy. That is correct. 

Mr. Preston. And not in any way related to the transfer of funds 
from the other agency. 

OTHER OBJECTS 


Mr. Preston. What is the equipment item of $35,000 under other 
objects? That is a new item you did not have in 1959. 

Mr. Macy. The $35,000, Mr. Chairman, is an estimate of the cost 
of equipment necessary for the new employees projected in this par- 
ticular budget, at the rate of $530 each. 

Mr. Preston. I am wondering how you people were so successful 
in getting this increase by the Bureau of the Budget. 

ow were you successful in that, Mr. Commissioner? 

Mr. Macy. I would not want to set myself up to judge what the 
Bureau of the Budget was thinking, but we had a very good reception 
to this budget with the Bureau of the Budget and I assume it was on 
the judgment that the kind of a job we can do here will be very helpful 
in increasing international business, which will be very helpful to the 
ny of the United States. I cannot speak for the Bureau of the 

udget., 

Mr. Preston. There is no end to how much good money would do. 
I suppose you could carry this on and on, in promoting trade. 
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Instead of sending 15 missions, use 30. Could you use 30, Mr, 
Kearns? 

Mr. Kearns. Yes, sir. 

Mr. Preston. Could you use 45? 

Mr. Kearns. No. I think 30 would be enough. 

Mr. Preston. So you really need 30 instead of 15? 

Mr. Kearns. Probably the reason the Bureau of the Budget could 
see the justification was that they realized that we are engaged in an 
economic war, and this is one of the tools with which to fight an eco- 
nomic war. 

When you get into such activity, you do not retreat. 

You try to increase your effectiveness. 

Mr. Yates. Will you amplify that statement for me? How is this 
a tool for fighting that economic war? 

Mr. Kearns. One of the ways that you counter the Soviet economic 
activities is to maintain our markets. This is the prime purpose of 
the Bureau of Foreign Commerce, to make it possible for us to 
continue to sell our goods abroad. 


Mr. Yates. You were talking about trade missions. You were | 


not talking about the Bureau of Foreign Commerce. 

Mr. Kearns. Trade missions is one of the phases of it, one of the 
tools. It is only one of those justified in the overall picture. All we 
are asking in the trade mission budget is one additional mission over 
last year, a total of $18,000, but this is an overall pattern. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. Mr. Yates? 


TEAMS OF BUSINESSMEN 


Mr. Yates. Mr. Kearns, I thought your statement was a very 
interesting one, but I wondered about some of the points that you 
made about the teams of businessmen. On page 4 of your statement 
you indicate that some 63 teams of American businessmen have been 
sent to 38 countrics comprising more than 400 marketing centers. 

How many men are there on a team? 

Mr. Kearns. It runs from three, four, and in some cases five 

Mr. Yates. Who appoints them? 

Mr. Kearns. We appoint them from the Bureau of ForeignCo m- 
merce from a list of nominees that are made from various sources. 
We have about 1,000 people in our files who have been suggested and 
and who have volunteered. These we have classified by occupation 
and by language skills. What we do when we are planning a trade 
mission is we survey the area where they are going and determine 
what business backgrounds are the types that will be most useful. 
Then we try to find businessmen with those business backgrounds, 
and if there is a language skill needed we impose that other requirement. 

This is the basic premise upon which they are selected. 

Mr. Yates. Well, except for English-speaking countries there 
would be a language barrier, would there not? 

Mr. Kearns. Not always. In some cases you can get by with 
English, but in some cases you have to have French, Spanish, German 
eas forth. 
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Mr. Yates. What are the sources from which you take your 
nominees? 

Mr. Kearns. Most of them come from our field offices and some 
are prior trade mission members and some from Members of Congress. 
We have a constant flow of nominees coming in. 

Mr. Yatses. What do these teams do? 

Mr. Krarns. They go around on a prearranged schedule. First 
let me give you a typical format: A typical format would be arriving 
at the city where they would be met by the mayor and city officials 
and where they would have the usual formalities. Then they would 
go into general meetings where each would make a prepared speech 
upon his particular interest and particular background, and would 
answer questions for several hours. 

This is followed by private conferences with individual business 
people who have problems, and these trade mission members act as 
consultants to answer specific problems. 

They cover as many as two or three thousand individual consulta- 
tions in a trade mission series. é 

Mr. Yates. Do you have a list of the 63 teams? 

Mr. Kearns. Yes, sir. 

Mr. Yarss. Is it available to place in the record? 

Mr. Kearns. Yes, sir. 

Mr. Yates. May I see it? 

Mr. Macy. Yes. 

Mr. Yates. Is this for the next year? 

Mr. Macy. No, sir. 

Mr. Kearns. This is last year’s team members. 

Mr. Macy. It is for this fiscal year, sir. 

Mr. Yates. Last year you had 14 of them? 

Mr. Kearns. Yes, sir. 

Mr. Yates. What about the other 49 teams? You have a similar 
list to this one which you have presented to me? 

Mr. Macy. Yes, sir. 

Mr. Yatrs. Do you have it available? 

Mr. Macy. I have one copy of that. 

Mr. Yates. Off the record. 

(Discussion of the record.) 

Mr. Yates. Does anyone from your office go with the team? 

Mr. Karns. Yes, sir; at each trade mission there is a representa- 
tive of the Commerce Departmé nt that goes as the team director. 
He acts as the chairman of the delegation and he is the operating head. 

Mr. Yates. What position does that person occupy in your office? 

Mr. Kzarns. It would vary. It depends a good bit upon the 
availability and background of the people we have, the location they 
are going and their availability. At times we try to send someone 
from the Secretarial level and oe we take people from the 
Bureau of Foreign Commerce or from the Business and Defense 
Services Administration (BDSA) aa all through the Department, 
but usually someone in an executive position. 

Mr. Yarrs. Are they qualified to head a trade mission? 

Mr. Kearns. We think so. In addition, we go through a very 
exhaustive preparation of several weeks in planning for the mission 
and in getting the background of the country where they are going, 
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knowing the questions that come up as they filter through our Foreign 


Service. 


They consult with the desk officers and the people familiar with the 
area both in the Commerce Department and the State Department, 
and we believe they are well qualified. 

Mr. Yares. Does the list you have given me contain the names of 


the team directors? 
Mr. Kearns. No, sir. 


Mr. Yares. And can that be placed in the record? 
Mr. Macy. I would be glad to supply it for the record. 
(The information referred to follows:) 


Directors of U.S. trade missions (by fiscal years) 


FISCAL YEAR 1955 


Mission | Date 
Bangkok, Thailand___. sae | Nov. 30 to Dec. 22, 1954. __} 
i 
Frankfort-Hanover, Germany - - Feb. 27 to May 3, 1955 








Lyon-Paris, France---. “ .| Apr. 5 to May 30, 1955 
Milan, Italy ..- es Apr. 12 to May 138, 1955 

| 
Brussels, Belgium Apr. 13 to May 8, 1955___. 
Tokyo, Jape... ..-.-...-.26saee Apr. 17 to May 20, 1955_--| 
London, England _..._.....-----| Apr. 25 to May 29, 1955- 
Palermo, Italy-....---.- __.....| May 7 to June 14, 1955--.-.- 
Barcelona, Spain - -.- moo May 7 to June 20, 1955_ - 
Toronto, Canada------ _..--.-| May 30 to June 10, 1955... 








FISCAL 1956 


Director 


D. A. Kearns-Preston, Deputy Director, 
Far Eastern Division, Office of Eeo- 
nomic Affairs, Bureau of Foreign Com. 
merce, 


| William L. Beck, Expert-Foreign Trade 


(w.a.e. basis), International Trade De- 
velopment Division, Office of Intelli- 
gence and Services, Bureau of Foreign 
Commerce. 

Joseph A. Mack, Deputy Director, Office 
of Field Services, Office of the Secretary. 


| Edmund F. Becker, Director, Commercial 


Intelligence Division, Office of Intelli- 
gence and Services, Bureau of Foreign 
Commerce. 

Paul E. Pauly, Chief, Control Section, 
Commercial Intelligence Division, Office 
of Intelligence and Services, Bureau of 
Foreign Commerce. 

Loring K. Macy, Director, Bureau of 
Foreign Commerce. 

George C. Payne, manager, Chicago field 
office, 

Charles F. Boehm, Deputy Director, 
Commercial Intelligence Division, Office 
of Intelligence and Services, Bureau of 
Foreign Commerce. 

William L. Beck, Expert-Foreign Trade 
(w.a.e. basis), International Trade De- 
velopment Division, Office of Intelli- 
gence and Services, Bureau of Foreign 
Commerce. 

E. E. Schnellbacher, Director, Office of 
Intelligence and Services, Bureau of 
Foreign Commerce. 








Stockholm, Sweden--.----------| Aug. 
Djakarta, Indonesia-----.---- | Aug. 
Karachi, Pakistan--_---------- nl Aug. 
Vienna, Austria. ----.-.---- oo} AM 
Salonika, Greece.......----------| Aug. 
Bari, Ttaly....---«. Aug. 


11 to 


13 to 


15 to 


22 to 


25 to 


27 to 


Sept. 13, 1955.--} 


Sept. 26, 1955- 


Oct. 15, 1955.---| 


Sept. 18, 1955 


Sept. 30, 1955 


Sept. 27, 1955 


F. Preston Forbes, Director, International 
Trade Development Division, Office of 
Intelligence and Services, Bureau of 
Foreign Commerce. 

Paul E. Pauly, Chief, Control Section, 
Commercial Intelligence Section, Office 
of Intelligence and Services, Bureau of 
Foreign Commerce. 

C. C. Concannon, consultant, Inter- 
national Affairs, Chemical and Rubber 
Division, Business and Defense Services 
Administration. 

Guy E. Wyatt, Director, Office of Field 
Services, Office of the Secretary. 

Herbert J. Cummings, Director, Near 
Eastern and African Division Office of 
Economic Affairs, Bureau of Foreign 
Commerce. 

Nathaniel Knowles, Acting Deputy, 
Assistant Secretary for International 
Affairs, Office of the Secretary. 
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rn Directors of U.S. trade missions (by fiscal years)—Continued 
FISCAL 1956—Continued 
e os ———— SSS SSS SSS 
— Mission Date Director 
9 f Berlin, Germany--.-..-..--------| Sept. 2 to Oct. 10, 1955....| H. B. McCoy, Deputy Administrator, 
| Business and Defense Services Adminis- 
tration. 
i New Delhi, India------ eee Oct. 10, 1955, to Jan. 1, | E. E. Schnellbacher, Director, Office of 
f s 1956. Intelligence and Services, Bureau of 
Foreign Commerce. 
Addis Ababa, Ethiopia..........| Nov. 2 to Dec. 16, 1955...-| Charles F. Hughitt, Acting Director, Con- 
7 sumer Durable Goods Division, Business 
and Defense Services Administration. 
Bogota, Colombia.-.....-------- | Nov. 6 to Dec, 12, 1955....| Albert J. Powers, Chief, Caribbean Section 
| Office of Economic Affairs, Bureau of 
Foreign Commerce. 
Colombo, Ceylon.......--.------| Jan. 9 to 27, 1956__...-...- William A. White, Sr., Deputy Director, 
Business and Defense Services Adminis- 
tration. 
fi take SEDAN cic cnn ennedicncen Mar. 12 to Apr. 25, 1956. __| Eugene M. Braderman, Director, Far 
Eastern Division, Office of Economic 
Affairs, Bureau of Foreign Commerce. 
et Bie TON dn co cincleeeen Mar. 12 to Apr. 30, 1956...| Rene Lutz, Deputy Director, Office of 
. Economic Affairs, Bureau of Foreign 
tor, § | Commerce. 
2c0- Lyon-Paris, France--.....-------- Mar. 19 to May 24, 1956._.| Joseph A. Mack, Deputy Director, Office 
om- | of Field Services, Office of the Secretary. 
Hannover, Germany-.....-------| Apr. 3, to May 10, 1956....| Frank W. Sheaffer, Deputy Director, 
ade | Office of Export Supply, Office of Trade 
De- | Promotion, Bureau of Foreign Com- 
elli- | merce. 
pign Ne os 7 ea ES PE Festa 
Tice FISCAL 1957 
ary. 
‘cial —— ey oe ae ee | 8 = + = a 
elli- § Stockholm, Sweden_......----.-| Aug. 6, to Sept. 9, 1956....| Robert E. Simpson, Director, Office of 
ign Economic Affairs, Bureau of Foreign 
Commerce. 
ion, Izmir, Turkey....--.--.------- Aug. 13, to Sept. 22, 1956 Herbert J. Cummings, Director, Near 
ffice F Eastern & African Division, Office of 
1 of Economic Affairs, Bureau of Foreign 
; Commerce. 
| ol Zagreb, Yugoslavia...._..------ | Aug, 13, to Sept. 23, 1956..| Anthony J. Buchar, business specialist, 
: | Chicago field office. 
field Salonika, Greece ......---------- Aug. 13, to Sept. 25, 1956..] James W. MeNally, Deputy Director, 
Office of Business Economics. 
‘tor, Damascus, Syria.......-.-------| Aug. 13, to Oct. 2, 1956....| Edmund F. Becker, Deputy Director, 
ffice Office of Trade Promotion, Bureau of 
u ol Foreign Commerce. 
i Ghent, Belgium.__.....--.------ Aug. 20, to Sept. 26, 1956__| —_ G,. Carney, manager, Boston field 
S onmice. 
De- Bari, Italy...........------------| Aug. 20, to Sept. 28, 1956..| John H. Kilby, Director, Materials Divi- 
elli- sion, Office of Export Supply, Bureau of 
eign Foreign Commerce. 
. Vienna, Austria. ..__..--._-- _.| Aug. 27, to Sept. 19, 1956 Nathaniel Knowles, Assistant Director, 
=: ; | _ Bureau of Foreign Commerce. 
x Berlin, Germany ___----- _....| Sept. 15, to Oct. 5, 1956...__| Carl P. Blackwell, Director, International 
, Economic Analysis Division, Bureau of 
«aie | Foreign Commerce. 
Tunis, Tunisia_- Sept. 26 to Oct. 30, 1956___| F. Preston Forbes, Acting Director, Trade 
| Development Division, Office of Trade 
_— | Promotion, Bureau of Foreign Commerce. 
Bangkok, Thailand-_--. | Noy. 19 to Dee. 22, 1956...| James C. Foster, Director, International 
onal Resources Staff, Bureau of Foreign 
e of | Commerce. 
. of § Frankfort, Germany-_-. __| Feb. 27 to Apr. 6, 1957__.._| Thomas R. Wilson, special assistant to the 
: | Assistant Secretary for International 
ion, | Affairs, Office of the Secretary. 
flice Utrecht, Netherlands... - | Mar. 3 to Apr. 13, 1957 | Robert Newland, Assistant Director, 
u of | | Office of Field Services, Office of the 
|} Secretary. 
iter- Milan, Italy...._. ; : Mar. 17 to Apr. 28, 1957...) John C. Borton, Director, Office of Export 
bber : Supply, Bureau of Foreign Commerce. 
vices Tokyo, Japan. _- Apr. 6 to May 21, 1957__..| Nathaniel Knowles, Deputy Director, 
Bureau of Foreign Commerce. 
‘ield Lyon-Paris, France___. | Apr. 7 to June 12, 1957.....| Marshall M. Smith, Deputy Assistant, 
; | Secretary of Commerce for International 
\ ear | Affairs, Office of the Secretary. 
e of Palermo, Italy__.-- | May 5 to June 12, 1957____| Robert F. Martin, Chief, Program Section, 
eign ; Trade Missions Division, Office of Trade 
| Promotion, Bureau of Foreign Com- 
uty, merce, 


onal 
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Directors of U.S. trade missions (by fiscal years) —Continued 


FISCAL 1957—Continued 





Mission 





Poznan, Poland 


se ecctiG sa npieane samme 


Southeast Asia ! 


Peru-Argentina ! 


Union of South Africa t.........- 


ro cose ccnnes 
Stockholm, Sweden 


eee ONE ooo jac cncs 


Zagreb-Belgrade, Yugoslavia. - - - 


Vienna, Austria 


Marseille, France....-...-..--.-- 
aha ce aclteinpnimannen 
Tunis, Tunisia 


Date 


May 15 to June 25, 1957_.. 


Feb. 24 to Apr. 6, 1957_..-_- 


Feb. 24 to Apr. 12, 1957_... 


Apr. 14 to May 31, 1957... 


June 1 to July 15, 1957__-.-! 


FISCAL 1958 


July 20 to Aug. 31, 1957... 
. 3 to Sept. 15, 1957._-- 
. 10 to Sept. 25, 1957_-- 


Aug. 


. 24 to Oct. 2, 1957..... 
Aug. 29 to Oct. 9, 1957....- 
Oct. 5 to Nov. 6, 1957....-- 


Mar. 16, to Apr. 29, 1958___ 
Apr. 19, to May 16, 1958_-- 


May 17, to June 25, 1958_- 


17 to Sept. 25, 1957-.-| 


. 24 to Sept. 29, 1957_--| 








Director 





Frank W. Shaeffer, Deputy Director, 
Office of Export Supply, Bureau of For- 
eign Commerce. 

F. Preston Forbes, Acting Director, Trade 
Development Division, Office of Trade 
Promotion, Bureau of Foreign Com- 
merce. 

Charles F. Boehm, Director, Commercial 
Intelligence Division, Office of Eco- 
nomic Affairs, Bureau of Foreign Com- 
merce. 

Rene Lutz, Deputy Director, Office of 
Economic Affairs, Bureau of Foreign 
Commerce. 

E. E. Schnellbacher, Director, Office of 
Trade Promotion, Bureau of Foreign 
Commerce. 


Louis 8. Rothschild, Under Secretary of 
Commerce, Ofiice of the Secretary. 

Carl F. Oeschle, Deputy Assistant, Secre- 
tary of Commerce, Office of the Secretary. 

George A. Sallee, International Economist, 
International Resources Staff, Bureau of 
Foreign Commerce. 

Walter C. Clyde, Jr., Deputy Director, 
Commercial Intelligence Division, Office 
of Economic Affairs, Bureau of Foreign 
Commerce. 

Paul H. Brent, Director, Business Rela- 
tions Division, Office of Trade Promo- 
tion, Bureau of Foreign Commerce. 

Harold J. Heck, commercial attaché to 
France, U.S. Embassy, Paris, France. 

John 8. Correll, business specialist. Office 
of Field Services, Office of the Secretary. 

Robert Sarich, Chief, France and Yugo- 
slavia Section, European Division, Office 
of Economic Affairs, Bureau of Foreign 
Commerce. 

Walter Williams, Under Secretary, Office 
of the Secretary. 

Edward J, Krause, Deputy Director, Trade 
Missions Division, Office of Trade Pro- 
motion, Bureau of Foreign Commerce. 

Ernest Rubin, Chief, Eastern European 
Section, Office of Economic Affairs, 
Bureau of Foreign Commerce. 





Zagreb-Belgrade, Yugoslavia-_--- 


Tunis, Tunisia 


New Delhi, India_.-....__- mate 


Toronte, Cansis.............<. 
WE, QUIUR. n cnccpacsonnen 
Calcutta, India__- 


Hannover, Germany_.-- 


4 Mission only; no fair. 


| 





FISCAL 1959 


Aug. 16, to Sept. 26, 1958_ 


Oct. 11, to Nov. 8, 1958____| 


Nov. 10, 1957, to Jan. 10, 
1958. 


Aug, 18, to Sept. 6, 1958__-_| 


Sept. 1, to 19, 1958 


Feb. 14, to Apr. 18, 1959__- 


Mar, 30, to May 9, 1959. 





| Walter 


ee 


Wendell Moore, Chief, Facilities Section, 
trade missions program, Office of Trade 
Promotion, Bureau of Foreign Commerce. 

Robert D. Sethian, Deputy Director, Neat 
Fastern and African Division, Office of 
Economic Affairs, Bureau of Foreign 
Commerce. 

Nathaniel Knowles, Deputy 
Bureau of Foreign Commerce. 

Henry J. Dempsey, Deputy Director, 
Trade Development Division, Office of 
Trade Promotion, Bureau of Foreign 
Commerce. 

Paul H. Brent, Director, Business Rela- 
tions Division, Office of Trade Promo- 
tion, Bureau of Foreign Commerce. 

Paul H. Brent, Director, Business Rela- 
tions Division, Office of Trade Promo- 
tion, Bureau of Foreign Commerce. 

A. Edwards, Deputy Assistant, 

Secretary for Domestic Affairs, Office of 

the Secretary. 


Director, 
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Directors of U.S. trade mission (by fiscal years)—Continued 
FISCAL 1959—Continued 











Mission Date Director 

Perle, WemieGis skin bes .c 5. Mar. 31, to May 15, 1959..} Bradley D. Nash, Deputy Under Secre- 
tary, for Transportation, Office of the 
Secretary. 

Casablanca, Morocco..-..-.......- Apr. 1, to May 22, 1959....| H. Herbert Hughes, Deputy Administra- 
tor, Business and Defense Services Ad- 
ministration. 

IG ORR a. cans celwuioneimaee Apr. 4, to May 16, 1959....| Joseph A. Mack, Deputy Director, Office 
of Field Services, Office of the Secretary. 

Barcelona, Spain. ............... Apr. 24, to June 13, 1959...| Victor R. Rose, special consultant to the 


Assistant Secretary for International 
Affairs, Office of the Secretary. 

FE 8c wencdchaunduncssameens May 9, to June 20, 1959....| Herbert J. Cummings, Director, Near 
Eastern and African Division, Office of 
Economic Affairs, Bureau of Foreign 
Commerce. 

a ee May 28, to June 25, 1959...| Frank W. Sheaffer, Deputy Director, 
Office of Export Supply, Bureau of 
Foreign Commerce. 


1 Mission only; no fair. 
Note.—The 63 missions referred to in the general statement were through December 31, 1958. 





COST OF 63 MISSIONS 


Mr. Yates. What was the cost of the 63 missions? 

Mr. Kearns. We would have to supply that. 

Mr. Macy. I would have to add those figures up. 

Mr. Yates. Do you have a breakdown of them? 

Mr. Macy. For this fiscal year we do. 

Mr. Yates. Do you have a list of the costs connected with each of 
the 63 missions? 

Mr. Macy. Yes, sir; we could furnish that for the record. 

Mr. Yates. All right. 

(The information referred to follows:) 


The following are the direct project costs exclusive of physical facilities and 
salaries. No salaries have ever been paid to the Industrial Trade Mission mem- 
bers. Since the physical facilities of the Trade Information Center were an 
integral part of the U.S. exhibit funded and provided by the Office of Inter- 
national Trade Fairs, separate accounting was not required until fiscal year 1959 
on the Trade Information Center portion of the exhibit. 
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Obligations as of March 31, 1959 


Trade Mission: Trade Mission—Continued 
Fiscal year 1955: Fiscal year 1957—Continued 
Bangkok _____---- ©) Pransfur ..=. <5. 10, 153 
Frankfort-Han- Utrecht . 9, 989 
nover $15, 924 Milan__- ; 14, 495 
Lyons-Paris 13, 210 Tokyo_.- 13, 621 
Milan__--- 6, 380 Lyon-Paris - -- 20, 891 
Brussels __ 6, 238 Palermo___ : 11, 658 
Tokyo_. ed 7, 308 rosnan.._..< ; 10, 287 
London_ - 3 6, 099 BAIRD pe Bc 20, 465 
Palermo ___- 7, 311 Southeast Asia__- 19, 066 
Barcelona_ __-_ 8, 933 Peru-Argentina_ _ _ 10, 054 
Toronto____ 12, 287 Union of South 
Fiscal year 1956: POTD nee 21, 406 
Stockholm __- 12, 195 Fiscal year 1958: 
Djakarta__-_ -- 12, 339 Izmir - peere ware 14, 165 
Karachi_ 12, 977 Stockholm____-___- 14, 041 
ee 9, 269 CE a 12, 258 
Salonika _ _ —_ ae 9, 882 Zagreb-Belgrade _ _ 12, 427 
BIE cs piers 10, 680 Viennha...=... a 11, 797 
Berlin__-__-- we 7, 884 Marseille____.___- 10, 614 
New Delhi- __-_-- 17, 325 Bari ws i 13, 710 
Addis Ababa____. 11, 767 ee eee) nek 7, 367 
Bogota_____ ath 8, 812 ee 2. A 18, O81 
Colombo... -22. <2 9, 050 Casablanca_-_---_-- 9, 668 
ern. ee 13, 816 DONNA ie orb eek 9, 298 
Milan___ Santos 11, 320 Fiscal year 1959: 
Lyon-Paris - - ia 19, 461 Zagreb-Belgrade _ - 32, 271 
Hannover_______-_ 10, 207 mame 2G. eS 29, 369 
Fiscal year 1957: New Delhi__._-_.- 45, 864 
Stockholm______-_- 11, 590 TON 7 on = 12, 983 
UE a 13, 163 WAC og ool 12, 426 
ee . 9, 851 Caieutts . ....-.-. 51, 017 
Salonika_ __- 12, 430 Hannover. __.___- 16, 905 
Damascus_______-_ 14, 512 CN) a oe 23, 474 
CS ae 11, 398 Casablanca--.---_- 21, 531 
1 eos lil it ellie 10, 881 ENE ee a oo 34, 736 
ee Se 12, 649 Barcelona______-_- 19, 197 
3erlin____- See Ke 12, 266 ROMO 811 
ERNE cree cs aes as 9, 852 Pet. a ao 10, 541 
paengrok.......-—- 12, 818 


1 Obligations for this trade mission are not available since separate accounting was not maintained for 
trade missions only for the first project. 


Norte.—The 63 missions referred to in the general statement were through Dec. 31, 1958. The last eight 
missions are now in process or will be held by June 30, 1959. 


EFFECTIVENESS AND VALUE OF TRADE MISSION TEAMS 


Mr. Yartss. It is stated in your opening statement as follows: 
teports from all sources prove conclusively that these teams have been 
extremely effective. 


First, what do you mean by “all sources” 


way have they been extremely effective? 

Mr. Kearns. Well, ‘all sources” means all sources that you could 
measure. For example, the reports from our Embassy and cabled 
reports that come in after the trade mission has visited an area or 
while it is still there. The next thing is reports and communications 
from the American business community in the country, and in some 
cases the native business community. 

The third thing is the report of the trade missions themselves, and 
this is becoming increasingly valuable. 


and, second, in what 


‘ 
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These trade missions go through a very complete debriefing when 
they come back both with the Department of Commerce and with 
the Department of State in giving the background and information 
that is picked up relative to the country wher e they have visited. 

As to the tangible benefits that come from these areas, I think that 
this is a measure that you cannot put an exact finger on as to just what 
the t tangible results are. In other words, you cannot total so many 
dollars’ worth of business, but you can account for changing attitudes 
in the areas as they apply to the United States and they are generally 
much more favorable after the mission has been there in the judgment 
of experts who observe it. 

Mr. Yates. Would that be true of Zagreb, Yugoslavia? 

Mr. Kearns. Yes, sir; it is particularly true of Zagreb in Yugo- 
slavia. 

Mr. Yares. Tell us why. 

Mr. Kearns. Yugoslavia, as you may know, has a very serious 
problem of trying to orient with the West but it is still connected 
with the Soviet bloc through traditional trade channels. If they are 
soing to orient with the West, they have to have some means of pro- 
ducing dollars to buy the eoods —dollars or suitable exchange to buy 
the things that they need. 

They do not have very much which they can sell but they do have 
one thing and that is in the nature of tourist attractions. The last 
team that was over there was very heavy in terms of experts on the 
tourist business. They traveled the countryside and advised the 
Government upon actions it might take to attract American tourists. 

Mr. Yates. The paper which you have given to me indicates that 
the team that went to the Zagreb Fair was composed of three people, 
or is this the next one? ‘This is the last team you refer to? 

Mr. Macy. The one Mr. Kearns is referring to was a year ago. 

Mr. Yares. Where is the one that went to the last Zagreb Fair to 
which he is referring? 

Why should you send two advertising people to Yugoslavia? What 
kind of experts were they? 

Mr. Kearns. They were experts on merchandising. You mean at 
the 1959 exhibit? 

Mr. Yates. Yes, sir; the one that is going on. I notice here that 
you are sending Mr. Robert C. Gordon, who is advertising sales 
manager for Time mi igazine, and Mr. Fred Wittner——— 

Mr. Kearns. This was last year. 

Mr. Yarers. I hand you the document and ask you whether that 
is last year or this year’s list. 


EXPERTS ON TRAVEL 


Mr. Kearns. Those are the fellows that went last year. They are 
experts on the tourist business, and they were connected with the 
advertising agency. 

Mr. Yarres. Time magazine executives are connected with travel 
agencies? 

Mr. Kearns. Yes, sir; not travel agencies, but experts on travel 
business. 

_ Mr. Yarrs. Well, is this the travel editor of Time? It does not 
indicate he is the travel editor of Time. No one has answered my 
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question as to whether that is the team that is proposed to go this 
next time, or whether that is the team that went the last time. 

Mr. Kuarns. Yes; this is the team that went last year. 

Mr. Macy. That is correct. 

Mr. Kearns. These two gentlemen were experts on tourist travel 
as recommended to us by the tourist industry. 

Mr. Yatss. Who in the tourist industry recommended them to you? 

It would seem to me to be farfetched that an advertising sales 
manager for Time magazine is an expert on tourist travel. 


TRAVEL ADVISORY COMMITTEE 


Mr. Kearns. We have what we call a Travel Advisory Committee 
that advises the Department of Commerce upon matters of travel, 
and when we needed a travel expert, we went to them for their advice 
and these were the people they suggested. 

Mr. Yates. Who makes up your Travel Advisory Committee? 

Mr. Kearns. There are representatives from all the elements of 
the travel industry including representatives of the travel agencies, 
the airlines, the shipping lines, the railroads, and some of the tourist 
attractions. It is a complete cross-section and we advise with them 
constantly. 


TRADE MISSION REPRESENTATIVE TO YUGOSLAVIA 


Mr. Yates. And, your Travel Advisory Committee recommended 
that you send the advertising sales manager of Time and the manag- 
ing partner of an advertising company as experts on tourism to 
Yugoslavia? 

Mr. Kearns. We went to the Travel Advisory Committee for 
suggestions as to experts on travel to send to Yugoslavia. I did not 
have the direct conversation or correspondence with them but this 
is essentially where we got the suggestion. 

Mr. Yarss. If this team was specializing in tourism why, then, do 
you send the president of the Arrow Tool Co., whose business is 
engineering and production of tools? 

Mr. Kearns. We did not make it exclusively a travel tourist 
mission, but this was essentially what it was. 

This man also advised some small manufacturers there as to what 
they could do to develop some business and what they could also do 
to buy goods from America and what we have available. 

Usually, along with the trade mission goes a library of American 
trade journals, and this man would have that at his fingertips to ad- 
vise them in finding materials that they might need in establishing 
small businesses in Yugoslavia which is essentially a very small in- 
dustry country. 

Mr. Yates. Is the Arrow Tool Co. a small firm? 

Mr. Kearns. I do not know. 

Mr. Yates. If it is not a small firm, how could he be an expert on 
small business? 

Mr. Kearns. He is an expert on manufacturing. 

Mr. Yates. For big business or small business? 

Mr. Kearns. I really do not know, sir. 
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Mr. Yates. How much benefit came as a result of this visit from 
the tourism standpoint? Did you seek to build up American travel 
to Yugoslavia or Yugoslavian travel to America? 

Mr. Kearns. It would have to be American travel to Yugoslavia, 
believing that it is to our advantage to allow Yugoslavia the means 
by which they can purchase some American goods, and also creating 
a better understanding and friendship between the two peoples. 

Travel to Yugoslavia would accomplish both these. It provides a 
means by which they can earn dollars and it also provides a means of 
greater understanding. I have had the privilege of being there myself, 
and I am convinced that this mission was extremely successful in 
building goodwill between the two countries. It showed the people 
a way that they could actually accomplish what they are trying to do. 

Mr. Yates. What are they trying to do? 

Mr. Kearns. They are trying to be self-sufficient and are trying to 
be economically sound and trying to get some income. There is not 
any appreciable flow as yet but in time we think it might develop. 

Mr. Yates. Did this mission file a report with you? 

Mr. Kearns. Yes, sir. 

Mr. Yates. Is a copy of their report available? 

Mr. Kearns. Yes, sir; we can supply it for the record. 

Mr. Yaixrs. I would like to have a copy of the report to see what 
they did. 

TRADE MISSION TO TUNIS 


I do not propose to go through each of these trade fairs, but I notice 
you sent teams last year, for example, to Tunis. 

Mr. Kearns. Yes, sir. 

Mr. Yates. I notice one of the members of that team was a Mr. 
Albert C. Schwarting who is an investment analyst, and who is an 
investment banker. 

Was he particularly qualified to go to Tunis? 

Mr. Krarns. I think so. One of the functions, as I understand it, 
of an investment analyst or banker is to know a great deal about estab- 
lishing business, and one of the things that we were asked to supply in 
that area was someone who could guide them in attracting industry to 
come and locate there. 

This was one of the things we felt he was qualified to do. 

Mr. Yatus. The other members of that team—so that I may present 
the full picture—indicates that there was Mr. Anthony J. Jolles, who 
was executive vice president of a company which is engaged in the 
manufacturing, import, and distribution of electronics components. 

I do not know about Tunis, but is this one of the industries of 
Tunis? 

Mr. Krarns. No; electronics would not be, but being engaged in 
the electronics business would not necessarily mean that his experience 
would be confined to electronics. His business generally is one of 
manufacturing, and you get general manufacturing experience from 
engaging in a specific manufacturing operatior 

Mr. Yates. Were any of these people representatives of small 
business? 

Mr. Kearns. A great many of them. We could go through and 
check those which could be classified as small business, but I would say 
the great bulk of them were. 
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Mr. Yates. The great bulk of all of the members of your teams 
were representatives of small business? 
Mr. Kearns. Yes, sir. 


SERVICE TO MEDIUM AND SMALL ENTERPRISES 


Mr. Yates. As a member of the Small Business Committee of the 
House of Representatives, I am particularly interested in a statement 
which appears on page 3. You say, ‘“This is especially true of the 
many thousands of medium and smaller-size enterprises that are 
engaged in foreign trade.”’ 

What do you do for medium and small enterprises? 

Mr. Kearns. We provide what you might call the eyes and ears 
abroad. A small enterprise that desires to either become involved in 
exports or imports or investment does not have the facilities to send 
people abroad and examine several countries as to their receptivity 
to his products or to their availability. We have through the con- 
tinual reporting of the Commercial Foreign Service information which 
is taken into the Bureau of Foreign Service, analyzed and distributed 
and so forth, and we have the availability of information upon a 
worldwide basis. We can, upon request, get information upon a 
specific country basis, and we do this many, many times a week. 


The great bulk of the inquiries we get—anv my staff here can tell | 
> z . * 

















you how many we get a week—are from medium- and small-size | 


businesses who need this kind of information if they are to engage in 
world trade. 

Mr. Yates. Do you have any examples outside of the type of 
publications you have reference to? 

Mr. Kearns. Yes, sir. 


PRIMARY MISSION OF TEAMS 


Mr. Yates. Did each of the teams of your trade missions have 
specific purpose or a specific mission, as you indicated that the mission 
to Zagreb had, which was interested primarily in tourism? 

Did each of your other teams have a primary mission? 

Mr. Kearns. As far as possible, and in some cases, we had to modify 
the position because of the needs for language skills. It was not always 
possible to get an expert on one line that had a language skill. So 
we sometimes had to take a person who could speak the language as 
a part of a team, and modify the background requirement but, 
genetally speaking, yes. 

Mr. Yares. The documents that you have given us which describe 
the trade missions do not indicate what their primary mission was. 
Would it be possible to give a list which is keyed into each of the 
teams to show what their mission was? 

Mr. Kearns. I think we could do that. Yes, sir; we can key each 
one as to what his general background is; yes, sir. 

(The information requested is as follows:) 


SPECIFICATIONS FOR BusiINESS MEMBERS OF U.S. TraprE Missions, Fiscan YEA 
1959 


The particular emphasis to be given overall trade mission objectives and pro- 
grams, and consequently the types of U.S. business specialization needed for 
trade missions, vary with each mission. 





Ms 


the 
lent 
the 
are 


ears 
din 
send 
vity 
con- 
hich 
uted 
ym a 
mm a 


| tell | 


“Size 
re in 


e of 


have 
sslon 


odlify 
ways 
So 
ve as 
but, 


eribe 
was. 


f the 


each 


YrAR 


dq pro- 
ed for 


“Eyes 


645 


The specifications for business members are based on the economy of the foreign 
country and cities to be visited, types of business people to be met, current 
business and developmental interests and problems of the foreign business com- 
munity, and trade, travel, and investment relationships with the United States. 

The specifications are developed by the interested Government agencies in 
Washington and coordinated with U.S. embassies and appropriate foreign govern- 
mental and business organizations abroad. Following this, the embassy develops 
a detailed program and itinerary for the mission’s 6-or-more-weeks’ stay in that 
country. The types of business organizations and interests to be given primary 
emphasis in the mission’s program abroad are, of course, directly related to the 
agreed fields of business specialization to be represented by the mission members. 

Similarly, in recruiting for that mission, every effort is made by the Trade 
Missions Division to obtain the services of businessmen who are specialists in 
the agreed fields and who, as a unit, are expert in the five functional specifications 
which are standard for all missions: Exporting, importing, marketing in the 
United States, licensing, and investment. Facility with the language is an im- 
portant consideration, and it is sometimes a requirement. 

The following are the statements of the specifications for U.S. business members 
sought for service on trade missions in fiscal year 1959: 
= 


U.S. Trade Mission to Yugoslavia, August 16 to September 26, 1958 


Tourism.—Authoritative practical knowledge of the overall field of tourism, 
with substantial experience in hotel or travel promotion, or a combination of these. 

Machinery.—Specialist in industrial, electrical, or agricultural machinery, with 
accompanying knowledge of engineering (or broad technical experience), automa- 
tion, and international licensing. 

Advertising.—Broad general knowledge and experience in this field, with em- 
phasis on marketing and distribution and including, if possible, a background in 
food and beverages. 

Alternate and secondary interests——General or executive management of an 
export-import firm handling a wide range of commodities. Food processing 
and packaging methods and equipment; woodworking equipment; product design. 
U.S. trade mission to Tunisia and Libya, October 4 to November 8, 1958 

Tourism.—Qualified to advise in the general field of tourism development, in- 
cluding hotels and travel promotion. 

General international trade.—Knowledge and experience in the field of both 
exports and imports. 

General investment and industrial development.—Generally knowledgeable in the 
field of investment and finance, with particular reference to advising small firms 
in the analysis and presentation of business projects, attitudes of U.S. investors, 
and methods used for attracting investment. 

Secondary interests—Production and marketing of handicrafts and foods 
(including experience or special briefing in processing and/or olive oil trade, if 
possible). 


U.S. trade mission to Northern India and U.S. solo exhibit at New Delhi, November 
10, 1958, to January 10, 1959 

Consulting engineer.—Qualified to speak and advise on product development 
and the development of manufacturing plants. Also capable of discussing market 
analysis, plant requirements, and economic facilities, especially for automotive 
service and machine-shop equipment, woodworking and dry-cleaning plants. 

Tool and die manufacturer—Preferably an engineer and plant owner or partner 
who has risen from the ranks. Qualified to advise on machinery and manufactur- 
ing problems, including the position of tool and die machine shops as subcon- 
tractors and ancillary services to other large and small industries; to explain and 
demonstrate the operations and productivity of small plants. 

Merchandise executive.—Thoroughly familiar with various functional operations 
in merchandising consumer goods including a good understanding of quality, 
pricing, design, packaging, product and market research. Also would analyze the 
U.S. market for Indian consumer goods brought to the trade mission’s attention. 

Financial consultant.—Accustomed to financing industrial firms. Especially 
equipped to investigate financial worthiness of industry and business projects. 
sroad background in U.S. commercial investment projects and market analysis, 
with some international experience in this field if possible. Desirable that such 
aman be able to analyze cost requirements and potentialities of small private 
businesses, such as those displayed in the U.S. exhibit—automotive service, 
machine shop, woodworking and dry-cleaning plants—or such as those presented 
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for financing by similar American enterprises. Also desirable that this man 
consult Indian bankers, exchanging views on U.S. and Indian banking policies 
and methods, executive and operational structure, accounting and other funda- 
mental operations. 

Industrial estate or industrial development specialist—Prepared to discuss 
analysis of local resources, and market for potential products, methods of 
presenting these facts, and other steps taken to attract new industries. 


U.S. trade mission to eastern India and U.S. solo exhibit at Calcutta, February 14 
to April 18, 1959 


Same specifications as for mission to New Delhi. 


U.S. trade mission to Germany, March 30 to May 9, 1959 


Consumer goods.—Knowledgeable of the broadest variety of consumer goods, 
including knowledge of merchandising, marketing, channels, costs, competition, 
etc. Possibilities include: department or chainstore executive, purchasing agent 
for department stores, or alternatively: broad consumer products or department 
store importer, or editor of trade journals covering a wide variety of consumer 
products. 

Market research, advertising, packaging.—Executive or editorial responsibility 
in large market research or advertising firm; knowledge of current economics of 
foreign and domestic markets, research and advertising of same. Also, compre- 
hensive knowledge of packaging techniques. 

Technical (engineering background preferred).—Broadest possible knowledge of 
machine tools, machinery, equipment, automation, manufacturing methods, and 
if possible, control instruments, and industrial uses of atomic energy. Possibili- 
ties include tool and die man; broad engineering consultant; technical ran with 
large manufacturing company with varied line of products. 

Licensing. —T.wo-way considerations, techniques, U.S. attitudes and contacts. 
Possibly combined with broad machinery and equipment manufacture, or other 
specialties mentioned above. 





U.S. trade mission to France and Paris International Fair, March 31 to May 16, 
1959 


General importer-exporter.— Knowledgeable in the broadest range of commodities 
and, if possible, familiar with merchandising in the United States and with 
international licensing arrangements. Ability to speak French helpful. 

Consumer goods specialist—Department store executive, buyer, import man- 
ager, or executive of department store buying organization. Knowledgeable in 
competitive features, costs, markup, price calculation, channels of distribution, 
etc., for the broadest variety of consumer products, particularly quality textile 
goods such as silks, linens, rugs, and other luxury items. Ability to speak French 
helpful. 

Machinery expert.—Technical knowledge of the broadest range of machinery, 
including heavy machinery, machine tools, food processing, textile and other 
manufacturing machinery and equipment. Possibilities include tool and die 
expert; export-import merchant with engineering background; senior sales en- 
gineer for a large manufacturer of varied products with a knowledge of many 
industries such as the industrial instrumentation field; technical trade journal 
editor, and an engineering consultant. Ability to speak French helpful. 

Alternate: Food specialist.—Producer, distributor, or exporter-importer of food 
products, particularly specialties. Ability to speak French helpful. 


U.S. Trade Mission to Morocco and Casablanca International Trade Fair, April 12 
to May 24, 1959 

Industrial development expert—Competent to advise Moroccans on methods 
used with outstanding success in other countries, in certain U.S. localities and in 
Puerto Rico, to attract investment and to execute economic development projects 
of broad magnitude. Puerto Rico’s Operation Bootstrap is cited as a particularly 
apt example. Primary objectives to be served are industrialization and maximiz- 
ing exports, including achieving the greatest value for exports through increased 
utilization of Moroccan labor. Accordingly, must be competent to analyze 
and make comparative evaluations of specific existing and potential development 
opportunities from these standpoints. 

Tourism specialist.—Broadly knowledgeable in all aspects of tourism develop- 
ment, but particularly experienced in promotional steps taken and possible by (a) 
foreign governmental and private entities; (6) U.S. governmental and _ private 
entities and facilities, including national, State, and local governmental, quasi- 
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governmental, association or cooperative efforts; and (c) private facilities such as 
advertising companies, transportation companies, hotel, motel, resort, and in- 
stitutional promotional activities, travel agencies, consultant firms, ete. This 
specialist might be (a) a travel editor of a well-known publication; (b) travel 
agent of a well-known firm or official of a travel association; or he might be 
from (a) an advertising, market research, public relations, merchandising firm 
important in the tourism field; or (d) an official of an agency or organization im- 
portant for local promotional and developmental activities and results, 

General importer.—Familiar with importing and/or merchandising in the U.S. 
market of the widest possible range of the following commodities: Handicrafts, 
including carpets, leather goods, jewelry, brass and copper products, textiles, 
wood products, ete.; agricultural products, including fruits, vegetables, wines; 
forest products, including cork; canned fish (sardines); chemicals; construction 
materials; minerals, including phosphates. 


U.S. Trade Mission to Japan and the Tokyo International Trade Fair, April 4 
to May 15, 1959 

Tourism specialist.—A travel or association official with broad knowledge of 
hotel operation, tour arrangements, guide services, and other aspects of accom- 
modations and services for U.S. tourists abroad. 

Advertising expert.—An advertising company official with knowledge of pro- 
motional techniques, advertising media, and product packaging. He should have 
special knowledge of market research methods and have had extensive practical 
experience with many and varied types of accounts. 

Department store executive-—Broad knowledge of the widest possible variety of 
consumer goods, including, especially, knowledge of retailing and marketing 
techniques, and with ability to advise on sales appeal and pricing. 


U.S. Trade Mission to Spain and the Barcelona International Trade Fair, April 23 
to June 13, 1959 


Tourism expert.—Qualified to advise on the widest range of tourism develop- 
ment problems and factors, including the nature and potentials of the U.S. 
market, requirements and motivation of U.S. travelers, facilities and travel plant, 
barriers, travel promotion budgets, techniques, and methods used by various 
foreign aid domestic entities in the United States. Fluency in Spanish required. 

Qualified men might come from the publishing field, travel agencies, State or 
other local tourism promotion organizations or departments, or associations and 
private companies in the travel industry. 

Consumer goods specialist—Qualified to discuss potential salability or adapta- 
bility for the U.S. market of the widest range of consumer goods, including advice 
on specific products concerning price, quality, volume, standards, style, packag- 
ing, U.S. tastes, markup, seasonality, promotion channels, and other factors 
affecting sale in the United States; and qualified to talk as well on techniques, 
channels, and U.S. regional, urban, and specialty markets and merchandising 
methods. Fluency in Spanish required. 

Qualified man might be selected from the following fields in the order of prior- 
ity given: (a) Buying agency (and importer) for department stores; (b) importer 
of broad range of consumer goods; (c) department store executive. 

Licensing expert.—Qualified to discuss all aspects of licensing of patents, 
trademarks, processes, and know-how abroad in terms of considerations of the U.S. 
and foreign potential licensor and licensee involved, including advice on benefits, 
problems, requirements, and steps to take which are generally applicable to any 
company or product. Foregoing competence should be coupled with broadest 
possible range of knowledge in machinery, technical, engineering, and industrial 
marketing fields. This member should have long experience with a company or 
companies extensively active in international trade, licensing and investment 
operations in the broadest possible range of machinery and industrial products. 
Fluency in Spanish required. 

Flood specialist—Qualified to discuss broadest range of problems and techniques 
related to the production and merchandising of food specialties in the United 
States, including market, size, channels, outlets and contacts, design, packaging, 
labeling, cost, price, promotion, production trends, machinery, etc. Fluency in 
Spanish required. 

Qualified men might come from the following fields in the following order of 
priority: (a) Importer of widest range of specialty food products; (b) food processing 
(canning and/or freezing) of specialty products with extensive merchandising 
experience; (c) supermarket or chainstore executive with broad knowledge of all 
aspects of production, packaging, labeling, channels, and merchandising food 
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specialties, particularly imported and luxury items; (d) food broker with similar 
qualifications; knowledge of wines and beverages helpful; (e) publishing field. 
Fluency in Spanish required. 

Alternate. International banking and financing expert.—Qualified to discuss 
sources, methods, and requirements of financing of international trade and invest- 
ment by international and governmental agencies, private investment and banking 
institutions, and private American companies, in particular relating these specifi- 
cally to the interests and requirements of small, medium, or large individual 
enterprises in Spain; prepared to advise on analyzing necessary factors and 
preparing and presenting a business or investment proportion in such a way as 
to warrant further negotiation; and to advise on possible contacts or methods of 
locating them. Members should come from the international department of a 
banking institution extensively active in international commerce. Fluency in 
Spanish required. ‘ 

Alternate.—Advertising-merchandising-market research specialist.—Qualified to 
discuss methods, costs, and techniques in these fields with particular reference to 
advising small and medium-size enterprises in Spain on marketing specific products 
in the United States and adapting pertinent U.S. facilities, information, and 
methods to their own needs and financial ability; also as broadly knowledgeable as 
possible of production, merchandising and competitive trends over a broad field 
of corsumer and industrial products. Qualified members might come from 
advertising agencies, the publications field, or possibly business associations or 
appropriate departments of large companies in pertinent fields. Fluency in 
Spanish required. 


U.S. Trade Mission to Nigeria, May 9-June 20, 1959 


Engineering and management consuliant.—Experienced in analysis and develop- 
ment of industrial or commercial projects of the widest possible range. Qualified 
man might be selected from an engineering and management consulting firm; 
the development department of a large diversified manufacturing or international 
trading company; the international department of a large bank accusomed to 
servicing foreign and domestic trade development inquires; a chamber of com- 
merce or industrial development organization of regional, State, or other significant 
local importance; or a construction or plant-engineering firm. 

(reneral international trader.—Broadest possible variety of experience in basic 
commodities, developing countries, developmental methods, investment, and 
international business practice. Possible candidates are: General cargo importer, 
general exporter-importer, international trade consultant, or professor of inter- 
national trade. 

Processing machinery expert.—Knowledgeable in machinery and methods for 
processing a diversity of Nigerian agricultural and mineral products—or a com- 
bination of imported materials and components plus local labor and/or materials— 
to supply the demand for products presently requiring exchange, such as textiles, 
foods, lumber, pulp, paper, matches, and glass construction materials. Qualified 
man might be export sales manager or plant engineer of a large diversified machin- 
ery manufacturing company; a publisher or editor of a journal primarily covering 
these machinery fields; a development engineer of a large firm constructing com- 
plete plants—or other projects, such as dams, if qualified as above. 


"JS. Trade Mission to Poland and the Poznan International Trade Fair, May 19- 
June 20, 1959 

Consumer goods merchandiser.— Knowledgeable of the U.S. market for the widest 
possible variety of consumer goods, including knowledge of quality, style, design, 
packaging, advertising, pricing, markup, channels and methods of distribution, 
regional markets, etc. Possibilities include buying agent, department store buy- 
ing and merchandising executive, or general importer. 

Machinery specialist.—Technically knowledgeable of the~ widest possible 
variety of equipment and of manufacturing trends and developments. Also 
required is ability and willingness to advise engineers and technicians at all levels 
in all types of Polish industry concerning a broad variety of individual questions 
on tools and equipment and their costs, potentialities, and performance and on 
solving technical problems or improving productivity in Polish plants, particularly 
in small or light industry. 

Plastic special’st.—Experienced in the plastics field, including technical knowl- 
edge of production methods, machinery, and materials of a wide variety, including 
also, usage in packaging, construction, and in a broad variety of industrial and 
consumer markets and related competitive items. If possible, plastics \experience 
should be combined with wider experience in chemical products. 
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ar Alternate: General international trader.—Executive of a firm handling the widest 
id variety of raw and industrial products on a broad geographical scale and accus- 
' tomed to seeking or advising on the development of potential new supplies. 
Ss Alternate: Tourism specialist.—Broadly knowledgeable of tourism plant, devel- 
st. opment, and promotional techniques. 
ri Mr. Macy. Mr. Chairman, may I make one comment in that 
ai connection 
nd Mr. Preston. Surely. 
as Mr. Macy. I have here an assembly of results, and many of the 
; rin aon) n'y : 
of questions you have asked are answered in this on the New Delhi 
in Trade Mission that went out and just returned in January. I thought 
if the committee would like this to look over, it would be all right. 
to [ think practically every question you have asked is answered in this 
a on the New Delhi mission. 
tS 
nd 
as INTERNATIONAL TRAVEL 
Id 
m | Mr. Yarns. On page 5 of your principal statement you indicate 
S this: 
0 . . . . 
The budget requested will make it possible for the Bureau of Foreign Com- 
merce’s Office of International Travel to meet this demand. 
p- You further state: 
ad For example, an important national program has been launched to encourage 
- travelers abroad to visit the United States in 1960. It is hoped that in this 
t manner substantial earnings will result in this country, but, even more important, 
7 | better understanding and friendliness wil no doubt develop. 
nt You indicated before you thought possibly the United States might 
“i get a billion dollars as a result of this. 
nd Where are these visitors to get the dollars with which to make up 
or, the billion? 
or Mr. Kearns. Many countries, as you probably know, have over- 
. . + = ? . . 
oa come their dollar shortage and one by one they are reducing their 
o restrictions on the expenditure of dollars for travelers. We think that 


i by next year there will be a considerable number of them, particularly 
28, in Europe and Japan, and perhaps some of the other countries, but it 1s 
essential, we think, that with a promotional program carried on by 


a private industry that it be coordinated and assisted by very modest 

n- Government activity so that we can lure some of those dollars into 
the United States. 

9- Mr. Yares. I thought the purpose of the ECA program was to lure 
some of the dollars into the country. 

ost Mr. Kearns. There are some countries where they are extremely 

mn, short. For example, you have Yugoslavia where they are extremely 

ve short. On the other hand, a country like Germany has an ample 
supply of dollars, and then you will take them the other way. 

He Mr. Yates. You really contemplate bringing a billion dollars into 

this country as a result of this program? 

a Mr. Kearns. I think a billion dollars would be very modest. As 

mn I recall, this last year our income was very considerable from travel 

ly Without a program. It wes several hundred million dollars. 

iT Mr. Srupson. It was about $1 billion. | : o 

ng |  (Nore.—The following letter was submitted for insertion in the 


id =§ record.) 
ce § 











May 7 


, 1959. 

Hon. Prince H. PrReEsTOoN, 

Chairman, Subcommittee on Department of Commerce and Related Agencies, Com- 
mittee on Appropriations, House of Representatives, Washington, D.C. 

Dear Mr. CuHarrMAN: Because of the special interest which several members 
of the subcommittee indicated yesterday in the question of expenditures by for- 
eigners traveling in the United States, I looked into the matter further on my 
return from the hearing. I thought vou might be interested in the specific figures 
which I obtained and I am accordingly attaching a table giving this information 
for the year 1957 and that part of it which is now available covering 1958. 

You will note from the table that the total accruing to the United States from 
expenditures by foreigners traveling in this country in 1957 was $869 million, 
This consisted of $84 million in fares paid by foreigners to United States’ carriers 
for passage to this country plus $785 million of expenditures by those foreign 
travelers while in this country. 

For the year 1958 we do not yet have the figure on fares paid to U.S. carriers. 
The figure for expenditures after arrival in the United States was slightly higher 
than in 1957, namely, $794 million. It appears probable that the total for 1958, 
when available, will at least equal and probably slightly exceed the $869 million 
figure for 1957. 

The attached table also contains similar information which may be of interest 
to the committee with respect to expenditures by U.S. residents for foreign travel, 

The data in the attached table are prepared on a regular basis by the Office of 
Business Economics. They are based on a variety of sources and methods, in- 
cluding official statistics from the Immigration and Naturalization Service as to 
numbers of travelers, results of sample questionnaire surveys regarding amounts 
spent by individual travelers, and data from foreign governments. A detailed 
statement of the methodology may be found in ‘Balance of Payments of the 
United States, 1949-51,’’ a supplement to the Survey of Current Business, 
published by the Office of Business Economics. 

The basis of my testimony Wednesday, May 6, was the belief that the proposed 
activities of this Department will substantially increase the income figure as indi- 
cated in the attached tables. The opportunity to develop additional hundreds 
of millions of dollars of income is one that is upon us now. For this reason the 
attached information may be of interest to you. 

Sincerely yours, 
Henry KEARNS, 
International A ffairs. 
Attachment. 
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Foreign travel expenditures 


[Millions of dollars] 


Expenditures for foreign travel by U.S. residents: 











i At in ti ne ees Dh cate ah indiana ware bh eeeerink 1, 950 (4) 
POUEE GOUT IE 00 COTORER COREE. le dnc cdc cn nctccuckcnnwwesednucedesscbbbockuue 1, 628 () 
Eo cukhe donvkigycdsine punaspwusscuseccedaghaneuspeeee gash oneedeicann sana 578 (4) 
PO i as ial ee eee pAdeeeh nine Gbehaat a aehnaeeekts 256 (1) 
POEs Do pcancnndcagenccddansadescteca *  Lisdaduagetuscuddecighiddddads 322 (1) 

NE IID. dnd boda cccnet ss brdinhnd paendeeetnnecndmnpude a songuneenanenes 1 372, 1, 454 
a la ie se ee ak dasa pena 340 326 
Lae Rieeen TepOROG s,s cccccccen cocsdecal soccdededsovabekeletecscenssbesne 404 415 
eo el abies hw Rebamkaduas oie + neki a aeaiaaken memom—ema indie 305 1) 
PE iin e ad nine oo entedbdeiddd sean s udu wiekionen Daca daanapoaeebeienit 474 536 
Weiter Buronean Dependeeee ns iso b soe en se rd ci ciesetncccecnccsceces 105 111 
iso Saint pags cena Siete anaes ding eewh-biacaeceamabaniaat ketene hse 49 66 

Expenditures of residents of foreign countries traveling in the United States: | a 
TPotel meetin’ to Whites. Btetels. .0<0<cevenpandasu<cconcnnke saline aaa ama nidall 869 () 
——— | ———_——— 

Fares paid to U.S. carriers....-...-- Bdhb hie bd Madea ose Gage eee oN RCo ua eaRwanigkaneke 84 ) 

PERREE Sit SIMMNNG DRUID. nnn cccnnnncncupenunbsecenceetanssndndensduncecquesaas 785 | 794 
a a al lee Let a nics he igiele a etighiaae dad anes ileadea aon 419 | 421 
REE TION TRU UIIINONS «onan cqadeccscness pak sakes eaudiausdectctateuctbuwte 235 237 
Ng in) Fe oe as SEE, ch cdo ena ddddgd dats bbb puietelfodpadesennaeeas dam 135 (1) 
Ne NN La gat heel em ns Beep ni ddim aio win ekdimiripe nities aioapaioalodchacine 86 87 
Western European Gependemoles. ... .. ons eon ne Ce ete en ensescsse suka ll 11 
ee ies eee cindpmich ie wai Seaemiarareene omnia 34 | 38 


1 Not available. 


Source: Office of Business Economics: Prepared in the Department of Commerce 
Economic Analysis Division, Bureau of Foreign Commerce, May 1959. 


Mr. Yatzs. How do you know this? 
Mr. Stmpson. This is developed, sir, in the balance of payments 
statistics by the Office of Business Economics. 
Mr. Yares. You mean the tourism to this country brought in over 


$1 billion? 
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Mr. Stmpson. Yes, sir. As I recall the figures—and these are very 
rough—the payments abroad by Americans for travel was something 
over $2 billion, and the payments in the other direction to the United 
States were in the vicinity of $1 billion, making a net return of $1 
billion in the foreigners favor. 

Mr. Yatrzs. You do not know how much of this $1 billion was paid 
for by this country through exchange programs and so forth? 

Mr. Stmpson. No, sir; we do not have that kind of breakdown of it, 

Mr. Yates. Obviously it was part of it, though. 

Mr. Simpson. It would be some part of it; yes. 


RESTRICTIONS ON TRADE 


Mr. Yares. Are the channels of trade being increased or tightened? 
Are we putting on more quotas and trade restrictions during this fiscal 
year than we did during the last fiscal year, and are other countries 
doing the same? 

Mr. Kearns. It is hard to generalize. Some areas are adding re- 
strictions, and some are relaxing them. As a general statement, with- 
out going into each country—and this should be a country-by-country 
analysis—the countries of Europe are relaxing their restrictions, and 
we have made some very substantial progress during the last year in 
removing impediments toward our imports. Some of the under- 
developed countries that are attempting to industrialize are placing 
restrictions in effect. This is true of the Philippines and of some of the 
Asiatic countries where they have taken such action. 

Mr. Yates. I was under the impression that we were increasing our 
restrictions, particularly with Canada and South America, in terms of 
metals and oils. 

Mr. Kearns. You are talking about our restrictions? 

Mr. Yates. Yes, sir. 

Mr. Kearns. I am sorry, sir. I was talking about restrictions 
against American exports. We have taken some restrictive action 
in the last year. 

Mr. Yates. More so than in the previous year? 

Mr. Krarns. Yes; I think so. That is true in volume and cer- 
tainly in total dollar volume. 


EXPORT OF STRATEGIC MATERIALS 


Mr. Yates. On page 7 you state: 

Communist countries are noted for their attempts to obtain by subterfuge 
U.S.-produced strategic materials either directly or through other countries. 

Can you give us examples of that? 

Mr. Kearns. I will ask Mr. Borton to give some examples on 
that, since he is the head of our export control activity. 

Mr. Borron. An example would be a case where we shipped some 
specialized log-handling equipment for a trade fair such as four-wheel 
drive log-handling equipment, where the Soviets then tried to have 
that diverted from an exhibit at the trade fair for sale behind the 
Iron Curtain. 

Mr. Yares. Is that the basis for that statement? 
Mr. Bortron. That was one illustration. 
Mr. Yates. Are there many such illustrations? 
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Mr. Borton. Of the compliance cases which have resulted in sus- 
pension, about 70 percent have been attempted diversions. 

Mr. Yarws. You are talking about the prosecution of firms in- 
volved. in such transactions? 

How many such prosecutions have there been? 

Mr. Bortron. We had 24 cases during this last year in which firms 
were suspended from exporting—U.S. and foreign firms. 

Mr. Yates. That is a suspension. Is that what you mean by the 
term “prosecution”’ rather than ‘‘suspension of an export license?” 

Mr. Borron. It is an administrative procedure through which 
their privilege of participating in U.S. exports have been denied. 

Mr. Yates. That is all, Mr. Chairman. 

Mr. Preston. Mr. Shelley? 


EXPORTS TO HONG KONG 


Mr. Sue iey. On this specific phase of the questioning as asked by 
Congressman Yates, what is your experience on American exports 
going to Hong Kong? 

Mr. Borton. During the last year that has not been a problem 
area. If you go back 3 or4or5 years ago it was an exceedingly diffi- 
cult area, because of the immediate land border with Communist 
China, but we have over the years developed a system through the 
help of our consul general under which we have figures on the esti- 
mated requirements of the colony of Hong Kong, together with state- 
ments of the items which they know Communist Chinese are trying 
to buy in the Hong Kong market and our licensing is geared to the 
known requirements of the colony. We have a program of denial of 
items which we know the Chinese are attempting to buy. 

Mr. SHetitey. Have you had any problem on drugs—some of the 
new antibiotics? 

Mr. Bortron. There may have been such cases, but I do not recall 
them offhand. 1 would like to supplement that a little to say that 
we have had diversions of antibiotics through the European markets, 
but I do not recall any through Hong Kong. 

Mr. SHeLLey. Do you have a field office in Hong Kong? 

Mr. Saeew. It is the consul general of the ‘State “Department 
through whom we are working. The Department of Commerce, as 
such, does not have any representative abroad in this field. 

Mr. SHettey. The man who seemed to be able to give the most 
information to me on this subject was actually the Treasury Depart- 
ment representative attached to the consulate in Hong Kong when I 
was out there last fall. 

That is all, Mr. Chairman. 

Mr. Preston. Mr. Bow? 


CONTROL OF IMPORTS IN HIGHLY COMPETITIVE FIELDS 


Mr. Bow. Mr. Secretary, I am interested in your general justifi- 
cation statement at page 402, and in reading part of that I find this 
language: 


However, action must be taken to avoid undue concentration of imports in 
highly competitive lines or disruption of distribution channels. 


What do you mean by that? 
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Mr. Kearns. Most of the efforts that we make in my Office are 
helping to solve problems that arise from imports that disturb or 
inconvenience American producers. I think there is a case in point 
which is the textile business. I have had a great deal of activity in 
that regard, and what we try to do is to find a solution when we find 
a concentration of textile products that appears to damage American 
industry. 

Mr. Bow. What has been your solution for helping the textile 
industry of the United States in the last year or year and a half? 

Mr. Kearns. The principal one has been the voluntary arrange- 
ment with the Japanese where their attention was called to the long- 
range possibilities of removal from our market unless they used con- 
siderable care in penetrating our market. 

The result was that they voluntarily placed a limitation upon our 
imports to the equivalent of about 2.8 percent of our production of 
cotton textiles. They have maintained this level for the past 2 years, 
and we believe that it has been of considerable benefit to the American 
industry. 

We are continuing to do things like this in many of the areas. 

Mr. Bow. May I ask you what you did for the chinaware industry 
and the pottery industry? 

Mr. Kearns. I am sorry. I did not do anything for them. 

Mr. Bow. There is still a great concentration of imports in that 
highly competitive field; is there not? 

Mr. Kearns. Yes, sir. I think I have suggested to the chinaware 
industry and to others that the Congress set up procedures under the 
escape clause of the Reciprocal Trade Act for the provision of specific 
relief if they use this means. 

Mr. Bow. You got along all right with the Japanese on the disposi- 
tion of textiles, but you were not so effective on chinaware. Did you 
discuss it with them? 

Mr. Kearns. I have not; no, sir. 

Mr. Bow. Why not? That is one of the things they are doing here, 
and there certainly is no more highly competitive line affecting a very 
important industry of this country—why has that not been done? 
Mr. Kearns. It is just one of the things we have not done. 

Mr. Bow. In other words, that industry can go down the drain? 
Mr. Kearns. Not necessarily. 
Mr. Bow. Well, it is going down the drain. 


AWARENESS OF CONDITIONS OF AMERICAN BUSINESS 


Mr. Kearns. We would be very happy to discuss the problem with 
the chinaware industry, but I do not think they have approached us. 

Mr. Bow. Does not your Division of the Department of Commerce 
have knowledge of the plight of the pottery business in the United 
States? 

Mr. Kuarns. Not necessarily unless it is brought to our attention. 

Mr. Bow. I would suggest, then, that probably we had _ better 
hire some people in your Division—instead of devoting so much to 
travel—to find out the condition of American business. 
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ASSISTANCE TO FOREIGN BUSINESSMEN 


Then, you go on to say: 


Assistance was provided to the United States and foreign businessmen alike to 
minimize the ill effects of otherwise valuable increase of imports. 

Is that, perhaps, the reason you have not done anything in that 
industry I have been talking about—the pottery and chinaware 
business—because you have to give assistance to foreign businessmen? 

Mr. Krarns. No, sir. 

Mr. Bow. What do you mean here when you say that your Depart- 
ment has to give assistance to foreign businessmen to minimize any 
ill effects in the increase of imports? 

Mr. Kearns. Well, realizing, first, that we will never be able to 
cover the full field, we believe that it is advantageous to our foreign 
trade where we want to sell abroad to try to advise those who want to 
sell in this market as to how those sales can be made without con- 
centration in particular areas where it causes difficulties, but main- 
taining a relatively free movement of goods back and forth, both from 
our country and to their country. 


REMOVAL OF RESTRICTIVE REGULATIONS 


Mr. Bow. Now, on page 403 you state the following: 


Although the need for restrictive regulations such as export controls, import 
duties and quotas are diminishing for the developed countries, these impediments 
to expansion tend to be retained beyond the period which they are deemed to be 
necessary. 

Mr. Kearns. Yes, sir. 

Mr. Bow. bf hat countries are you referring to there? 

Mr. Kear As a result of our trade agreements many countries 
agreed to a their restrictions with one provision that they could 
place temporary restrictions where they had balance of payments 
problems. This was done over the period of the past several years. 
As time has gone on, in the highly developed countries, particularly 
those of Europe, they have solved their balance of payments problems, 
but it takes a good bit of urging and in some cases extreme urging, to 
get them to remove these temporary impediments. 

This is one of our principal functions, and one in which the last year 
we have made very substantial progress. 

Mr. Bow. Now, tell us country by country the progress you have 
made, and what restrictive regulations have baie removed for the 
benefit of American business. 

Mr. Kearns. Mr. Bow, if I could get a complete record of that 
and submit it for the record, I think it would be better than my giving 
a partial answer now. We could give you a complete record of the 
restrictions that have been removed during the past year. 

Mr. Bow. All right; do that. And at the same time also include 
the present existing restrictive regulations against imports of American 
industry into these same countries and also those countries which 
still have embargoes against shipment of certain American goods. 
Give us a complete and full list. 

Mr. Kearns. On a worldwide basis? 

Mr. Bow. Yes, sir. 
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(The information requested follows: ) 


RELAXATION OF IMPORT RESTRICTIONS ON ImMPpoRTS FROM THE UNITED States 
DvurinG 1958 AND REMAINING RESTRICTIVE REGULATIONS, BY COUNTRIES 


AMERICAN REPUBLICS 
Argentina ! 

Increasing balance-of-payments difficulties led Argentina in May 1958 to 
impose a temporary ban on imports. The ban was later relaxed to permit certain 
essentials but, apart from a few items, dollar imports were prohibited. As of 
December 30, 1958, however, the Government as a part of its stabilization program 
approved by the International Monetary Fund, abolished all discrimination 
against dollar imports and established a single freely fluctuating rate for exchange 
transactions. 


Brazil? 


Brazil does not impose quantitative restrictions, as such, onimports. Imported 
goods, however, are subject to control through an exchange mechanism under 
which importers are required to bid at public auctions for the foreign exchange 
required to pay for imports. Amounts of foreign exchange allocated for auction 
are based upon a foreign exchange budget, taking into account anticipated ex- 
change receipts and the requirements of the Government and other sectors not 
subject to exchange auction. 

Exchange certificates supplied on the basis of auction are valid for specified 
sources of imports; that is, countries having convertible currencies (mainly the 
dollar area), countries having limited convertibility, a group of European coun- 
tries known as the Hague Club, countries with which Brazil has negotiated 
bilateral agreements, and nonconvertible currencies. Following the liberalization 
of currency controls late in 1958 by a group of European countries, auctions of 
former limited convertibility currencies were merged with the dollar auctions, 


Chile 2 


Only goods appearing on a single authorized list are permitted importation into 
Chile. There is no discrimination against imports from the dollar area. Goods 
appearing on the authorized list are subject (in addition to import duties and 
surtaxes) to import deposits ranging from 5 to 5,000 percent of the value of the 
import. The amount of the deposit depends on the essentiality of the commodity. 
It is later returned to the importer. A few goods appearing on the authorized 
list also require a certificate of necessity from the Ministry of Economy. 

Because of its balance-of-payments situation Chile made no reduction of these 
restrictions during 1958. 


Colombia 


Colombian imports are divided into three categories on the basis of essentiality 
to the Colombian economy: (1) Prohibited imports, (2) goods requiring a prior 
import license, (3) unrestricted imports. More than half the commodities item- 
ized in the tariff classification are prohibited from importation and those requiring 
a prior license are also extensive. AJl imports are subject to prior registration 
with the Exchange Registry Office, showing that a deposit has been made with 
the Central Bank amounting to 100 percent of the registered value for most goods. 
A few essential items require less. 

A continuing decline in the world price of coffee during 1958 adversely affected 
Colombia’s balance of payments, and import restrictions were increased. The 
prohibited and prior license lists were extended and during the early months of 
the year (prior to an international loan of $103 million, mainly from the U.S. 
Ixport-Import Bank) and the issuance of import licenses was slowed down. 
In recent months, prior deposit requirements have been reduced or exonerated 
on some essential items. 

The Government has approved but not yet put into effect a revision of the 
customs tariff law which will increase import duties, but will abolish the prior 
license list while retaining a prohibited list. 

1 This country is not a party to the GATT (General Agreement on Tariffs and Trade), but has bilateral 
trade agreements with the United States. 
2 This country is a contracting party to the GATT. 


3 Dollar liberalization percentages referred to in this section are based on private commercial imports 
from the dollar area in 1953. 
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Cuba ? : 

In February 1959, Cuba instituted import licensing controls on 197 luxury 
and semiluxury items for balance-of-payments reasons. Moreover, licenses are 
being freely granted at present. 

Cuba maintains a few quotas on a limited number of agricultural products, 
including wheat and wheat flour, rice, tires and tubes, red and pink beans, potatoes, 
butter, and condensed milk. 


Dominican Republic ? 

The Dominican Republic maintains no balance-of-pay ments restrictions against 
imports. However, permits are required to import a limited number of items, 
including wheat and wheat flour, rice, fertilizers, radio transmission apparatus, 
and firearms, 


Haiti ? 

No balance-of-payments restrictions are maintained against imports. How- 
ever, permits are required for imports of munitions and wheat flour, and for 
tobacco products, whose domestic sale is under control of a state monopoly. 


Honduras ? 

Honduras does not employ quantitative import restrictions. Consideration 
was given by the Government of Honduras in 1958 to the imposition of direct 
controls over foreign exchange and capital expenditures, but an International 
Monetary Fund $4.5 million standby credit to alleviate balance-of-payments 
difficulties has lessened the likelihood of such a move. 


Mexico 

Approximately one-third of items classified in the Mexican import tariff are 
subject to import controls by the Ministry of Industry and Commerce. All 
agricultural, livestock, and forestry products, whether or not requiring a license 
from the Ministry of Industry and Commerce, are subject to prior import licensing 
by the Ministry of Agriculture. 

Though intended primarily to protect national producers, import control has 
correlative balance-of-payments aspects, but does not discriminate against dollar 
goods. The trend in Mexico in 1958, as in earlier years, has been toward expansion 
of the list of items subject to control of the Ministry of Industry and Commerce. 
There are indications, too, that import controls are being more stringently applied. 
Nicaragua ? 

Nicaragua uses an import licensing system in connection with its exchange 
control regulations, but the system does not involve quantitative restrictions and 
does not discriminate against dollar imports. Import licenses are granted for any 
and all products, provided importers meet prior deposit requirements. Briefly, 
Nicaragua classifies imports into three categories or lists: List 1, essentials; list 2, 
lesser essentials; and list 3, nonessentials. There is no import deposit require- 
ments for items in list 1. In order to obtain necessary import permits for items 
on lists 2 and 3, however, importers must deposit in a Nicaraguan bank, in 
cordobas, 100 percent of the cost, insurance, and freight value of the proposed 
import. In the case of list 2 items, licenses are issued within 48 hours of making 
the deposit; for list 3 items, licenses are issued 30 days after deposit is made. 

There was no relaxation during 1958 in the application of Nicaragua’s import- 
exchange restrictions. On the contrary, they were tightened in May, primarily 
through increasing the prior deposit requirement for list 2 items from 50 percent 
of cost, insurance, and freight value to the present 100 percent and through 
eliminating a limited list A for which 75 percent deposit had applied. 

Paraguay } 

U.S. trade is accorded the same treatment as that given other nonadjacent 
countries. To curb a heavy trade imbalance, prior deposits, which are required 
for virtually all imports, were increased for many essential items in July 1958 and 
the period of bank retention was extended. Late in the year imports on a de- 
ferred-payment basis were banned to avoid heavy future exchange commitments, 
Peru 2 

Apart from a quota restriction on the importation of automobiles, Peru has no 
quantitative restrictions that would limit imports from the United States. The 


quota on automobiles is distributed on the basis of imports of the various makes 
in the year 1953 and is not considered discriminatory to imports from the United 


ead 
See footnotes, p. 656. 
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States or the dollar area. In view of a continuing balance-of-payments problem, 
Peru made no attempt to remove this single quantitative restriction during 1958, 


El Salvador ! 


El Salvador does not employ quantitative import restrictions, although in Sep- 
tember 1958 a 30-day embargo on imports of some cotton textiles was imposed 
until higher protectionist duties on these items could be enacted. 

Uruguay 2 

Stringent restrictions on imports, instituted in November 1957 as the result of 
heavy trade deficits, continued in force throughout 1958. The quota system re- 
mained in effect and imports were limited to essentials, obtained largely from 
bilateral trade-agreement countries with which Uruguay had either a trade sur- 
plus or an unused swing credit. Dollar imports were restricted to commodities 


payable under deferred credit terms of 180 days and not readily obtainable in 
nondollar areas. 


Venezuela ! 


Venezuela does not discriminate against dollar goods in its system of import 
licensing. In 1958, a number of items were added to the import license require- 
ment list, along with quota limitations primarily designed to protect domestic 
industries, although no exchange allocations were involved. Quantitative restric- 
tions were applied on imports of various agricultural products such as butter, 
potatoes, onions, rice, sugar, and fertile eggs. Quotas were made more restrictive 
on imports of wheat flour. The import licensing requirement imposed during 
the year on iron and steel bars and rods was suspended effective February 5, 1959. 
Imports of goods such as pneumatic tires, truck and bus chassis and bodies, and 
some natural and synthetic fabries are licensed on a case-by-case basis without 
formal quota announcement. In addition, footwear and orange juice concen- 
trate were added to the list of items—including salt, coffee, cottonseed, cigarette 
paper, and matches—completely prohibited from importation. 

Venezuela licenses wheat imports under the International Wheat Agreement 
but those licenses are for administrative purposes only and are freely granted. 


NEAR EAST AND AFRICA 
Ethiopia 
Imports up to any value and of any origin are freely permitted, subject only 
to the general requirement that an exchange permit be obtained for all foreign 
exchange transactions. Such exchange authorization is generally freely granted, 
Ghana? 


Although Ghana’s trade and exchange control system contains some discrimi- 
nation against dollar imports as opposed to sterling and soft currency imports, 
liberal administrative interpretations of the regulations have resulted in prac- 
tically all dollar imports being freely licensed. 

Ghana’s import control regulations, however, do require an individual import 
license for all dollar imports, except wheat. Some goods are given exchange 
quotas while other goods (particularly capital equipment) are licensed on the 
basis of individual applications, such applications being screened on a theoretical 
basis of essentiality and/or nonavailability in sterling and other soft currency 
countries. These controls have been administered in a very liberal manner, and 
the trend toward an even more generous licensing of dollar imports, including 
consumer goods, was continued during 1958, and the country is expected to 
follow the general liberalization measures now being undertaken within the 
sterling area by placing many dollar goods under open general license. 

Greece 2 


Greece maintained licensing controls on only nine “luxury” items or categories 
and on certain machinery, mechanical equipment, and farm implements con- 
sidered adequately supplied by domestic manufacturers until April 17. 1959, 
when Greece announced additional licensing controls on certain goods and 
subjected others to import quotas when imported from free exchange or the 
EMA areas. Announced purpose of the new situation is to reduce Greece’s 
sustained trading deficit with dollar and EMA (European Monetary Agreement) 
countries and to boost Greek exports. Licensing controls were applied to textiles, 
trucks, buses, autos, and auto chassis and bodies. Annual import quotas, not 
applicable to clearing agreement countries, were instituted for frozen meat, 





See footnotes, p. 656. 
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timber, coal, sheet iron, sewing machines, certain electrical appliances, woodpulp, 
newsprint, and tires and tubes. 

A very considerable portion of imports are subject to internal credit controls 
which require importers, when applying for an import authorization, to deposit 
70 or 140 percent of the estimated landed cost of their purchase. These controls 
also prescribe the method of payment for imports and are intended to keep imports 
within Greece’s ability to pay for them from current foreign exchange earnings 
and gold and foreign exchange reserves. Credit controls work to the disadvantage 
of United States, as compared with European suppliers because the period 
between order and delivery from the United States is longer, resulting in higher 
financing costs for deposit requirements. 

All import controls are applied on a nondiscriminatory basis, however, except 
that certain of Greece’s trade agreements with European countries provide for 
quotas of licensed goods. 


Tran } 

Iran in March 1956 abolished exchange controls on imports and instituted a 
liberalized trading system which, with amendments, has been maintained up to 
now. All indications are that it will be continued when regulations for the year 
are announced, 

Iran’s annually established nondiscriminatory global quota for imports ($261 
million for the current year) may be increased by the Minister of Commerce, if 
necessary. All other controls on imports, except for import prohibitions on a 
variety of items and profit controls on imports of pharmaceuticals, are largely 
administrative and not restrictive or discriminatory. However, in addition to 
customs duties, certain domestic producers are protected by a commercial profits 
tax placed on the imports of many items. 


Libya 

Individual import licenses are required for a selected list of commodities 
including various food, tobacco and petroleum products, automobiles, and 
miscellaneous manufactured consumer goods. 

Commodities not listed are permitted importation freely under open general 
a it is understood that individual applications by importers are still 
required. 

Granting of import licenses assures the release of foreign exchange. 


Rhodesia and Nyasaland 


Some progress toward liberalization of dollar import restrictions has been 
affected, but the basic control system still discriminates between currency areas. 
Imports from sterling countries into the Federation are unrestricted except for 
a few items subject to individual licenses from any origin. Imports from OEEC 
countries are freely permitted under open general license. Imports from coun- 
tries signatory to GATT (other than dollar or OEEC countries and Japan) are 
subject to individual licenses which, however, are freely granted. Individual 
licenses are required for imports of all other nondollar countries. 

As regards dollar area imports, these are also freely permitted under open general 
license except for (1) a few items subject to limited exchange quotas, and (2) a 
larger group of items included in a restricted list. In practice, licenses are rarely 
granted for many restricted-list items. The current restricted list covers 100 
tariff categories. Goods under quota consist of wheat, textile piece goods, motor 
vehicles, stoves, washing machines and certain industrial raw materials. 

Following bilateral consultation with the United States at the 13th GATT 
session in Geneva in October and November of 1958, and further discussion with 
the U.S. consulate general at Salisbury, the Federation Government, on January 4, 
1959, increased exchange quotas for several restricted dollar imports and removed 
13 tariff items (including cash registers and accounting machines, knitting ma- 
chines, plastic sheeting and strip, and watches and clocks) from the restricted 
list, thereby liberalizing these items. 

Turkey 

Following the institution of the economic stabilization and exchange rate reform 
programs of August 3, 1958, which was supported by $359 million of foreign 
assistance (including $234 million of U.S. aid), Turkey adopted a new import 
system providing for global quotas for specified items, with the total established 
at $600 million for the year beginning October 1, 1958. Subsequently, two overall 


import quotas of $150 million each were announced for the last quarter of 1958 
ee 


See footnotes, p. 656. 
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and first quarter of 1959. There is not formal discrimination against imports 
from the dollar area except that in the quota for the first quarter of 1959, applica. 
tions for licenses for imports from clearing agreement countries are accorded 
special treatment. 


Union of South Africa 


Import restrictions are applied in a nondiscriminatory manner to imports of 
any origin, including the dollar area. The South African import control system 
has been progressively liberalized from 1954 onward, although a temporary 
balance-of-payments setback in 1958 caused the Government to retrench some- 
what. Under the revised regulations issued in May 1958, built-up passenger 
cars with f.o.b. cost of over £600 (2,240) are prohibited from importation and 
certain less essential consumer goods are subject to stricter exchange licensing 
quotas. With these general exceptions, the South African import system jis 
relatively liberal. Many goods are decontrolled entirely, while other classes of 
goods used in industry are licensed on a basis of meeting “full reasonable require- 
ments of imported machinery and raw materials.’”” Automobiles and _ parts 
(except for built-up passenger cars over £800) are licensed freely on a basis of 


replacement of retail sales. Most consumer goods, however, remain under im. | 


port exchange quota. 
FAR EAST 
Burma? 

Because of limited dollar availability, Burma has been licensing imports of only 
a few essential commodities from the dollar area, including capital goods imports 
not available from other currency areas, some imports of equipment and machin- 
ery under a U.S. economic development loan, and some tobacco and dairy products 
under the Public Law 480 program. 

Under a new import licensing policy of early January 1959, Burma will permit, 
for the first time in recent years, the importation of a substantial number of 
essential goods under open general license from any currency area, including the 
dollar area. 


Ceylon 2 


Quantitative import restrictions are imposed on imports which are not under 
open general license. Most goods imported from countries of the British Com- 
monwealth are under open general license. The Ceylonese licensing system has 
been the subject of bilateral talks between the United States and Ceylon at 
GATT sessions. Ceylonese officials have stated that they will license freely im- 
ports of practically all items from the dollar area when these are purchased by 
registered Ceylonese traders. 


India? 


India imposes drastic import controls on almost all goods. Imports of luxury 
and semiluxury goods have been severely restricted and importation of other com- 
modities, including capital goods, is permitted only when these goods satisfy strict 
criteria of essentiality. Despite these stringent import restrictions, which will 
probably remain in force throughout 1959, the disparity which existed formerly 
in favor of “‘soft currency” imports over dollar goods has been reduced. Since 
late 1957, Indian importers have been permitted to utilize up to 50 percent of the 
value of individual “soft currency” licenses for imports of many essential com- 
modities from the dollar area. 

U.S. exporters also may ship to the Indian market against general licenses 
which are issued for imports from all sources. 


Indonesia 2 


Indonesia’s trade regulations do not provide for quotas, or discrimination as to 
country of origin, on imports of goods. However, there is administrative screen- 
ing of import applications with a view toward fulfilling bilateral trade agreement 
aims and restricting the overall amount of foreign currencies allocated for imports. 

Because of Indonesia’s balance-of-payments problems and its foreign exchange 
shortage (intensified in 1958 by such developments as the internal armed uprisings, 
the expansion of international barter trade, the anti-Dutch campaign with result- 
ant additional transportation and distribution problems, and the international 
business recession), licenses covering the importation of most consumer and 
nonessential items, as well as many essential raw materials, were being withheld 
completely for a time. Processing of allowable licenses continues very slow, 


Sle footnotes, p. 656. 
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entailing an average wait of as much as 4 months before permits are issued. The 
1958 level of imports, including those from the United States, was considerably 
below the 1957 level. 

Imports must be paid for by coverage with export certificates, the cost of which 
has been officially maintained at 332 percent of the rupiah’s nominal value 
(ie. at. 37.8 rupiah per U.S. dollar) since April 1958. Goods for importation are 
classifiéd into six priority groupings ranging from “highly essential’”’ to “luxury.’”’ 
For each group an additional import surcharge, expressed as a percentage of the 
cost and freight value of the goods (from 0 to 175 percent) is fixed. The classifica- 
tions are subject to continual review and there are frequent transfers of individual 
goods from one group to another. 


Japan ? 

Trade liberalization moves undertaken by Japan in 1958 include (1) an increase 
in the size of the foreign exchange budget for imports, (2) an increase in the amount 
set aside for automatic approval commodities (this list of commodities, though 
subject to change every 6 months, usually includes rice, corn products, various 
metallic ores, and various chemicals), (3) a reduction in the amount of advance 
deposit by an importer (now ranging from 1 to 5 percent of the imported price) 
and (4) the virtual abandonment of import allocations by currency areas. 

Japan’s current budget represents a substantial increase over the two preceding 
semiannual budgets in which Japan had sharply reduced foreign currency alloca- 
tions for imports because of continued balance-of-payments deficits. As Japan’s 
principa.! supplier, the United States will benefit from the expanded import 
budget. The allocation for automatic approval imports is also larger than in the 
two preceding budgets. A reduction to former levels was made in the amount 
of collateral deposits required from importers prior to the issuance of an import 
license. 

At the year-end Japan announced abandonment of import allocations by cur- 
rency areas, other than for five open-account countries (Greece, the United Arab 
Republic, Korea, Taiwan, and Turkey). The placing of imports under global 
allocation will tend to free importers to purchase from the most advantageous 
source of supply, although licenses will still be required for all commercial imports. 


Malaya? (Federation of Malaya and Colony of Singapore) 

Malaya, a member of the sterling area, has licensing and exchange regulations 
which greatly restrict direct imports from the dollar area (the United States and 
Canada). Direct importation from the United States in all cases requires a 
license coupled with an exchange permit. For some goods, such as wheat flour, 
certain food products, and industrial products for use in fishing, mining, construc- 
tion, and transportation industries, licenses are granted freely, but for most goods 
it must be proved that they are not available from within the sterling area. The 
term “not available’, however, is less rigidly interpreted than several years ago. 
Goods that are much higher in price in the sterling area, or obtainable only under 
unreasonably long delivery terms, or qualitatively unsuited to local conditions, 
are now more liberally licensed from dollar sources. 

_ These quantitative restrictions are somewhat mitigated by freely permitting 
imports from the dollar area via Hong Kong. This procedure requires physical 
shipment through Hong Kong, although no unloading and reloading in the cases 
of vessels which, coming from the United States, call first on Hong Kong and then 
on Malayan ports, but it requires the issuance of complete new sets of documents 
in Hong Kong. Depending on the type and quantity of the commodity involved, 
this detour adds approximately 3 to 15 percent to the landed price of dollar goods 
in Malaya, increases the delivery time, and makes the transaction as a whole 
more cumbersome for seller and buyer alike, through added handling, bookkeeping, 
and other necessary routine activities. Yet this procedure is popular for many 
American goods which are not permitted direct importation, as evidenced by the 
fact that in the past few years as much merchandise from the United States has 
entered Malaya against sterling payment via Hong Kong as was imported directly. 

_At the end of 1958 Malaya increased by 23 products the list of goods permitted 
direct importation from the United States. These products include trucks, 
some plastic tiles, some cotton and synthetic fabrics and textiles, piping, floor 
tiles, some machinery, steel and steel products, paper products, and pharma- 
ceuticals. This liberalization measure was stimulated in part by the Federation’s 
participation—for the first time—in GATT consultations, and is in line with the 
agreement reached at the recent Montreal Trade and Economic Conference of 
SD 
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Commonwealth countries, whereby member countries were to review their dollar 
restrictions with a view to progressively removing them. Further liberalizatioy 
measures are expected. 

Pakistan ? 


Import licenses have normally been valid for imports from any country in the 
world, without discrimination against imports from the dollar area. From time 


to time, however, portions of the quotas established for some commodities haye f 


been reserved for single-country licensing under bilateral trade agreements and 
for certain triangular trade transactions financed under the U.S. Public Law 48) 
program. 


In 1958, in order to dispose of surplus raw cotton, Pakistan concluded several F 


barter deals with Soviet bloc countries which will result in disrupting some 
traditional trade channels. In January 1959, Pakistan drastically altered its 
import system. However, details thus far made available indicate that no dis. 
crimination against dollar imports will result from the new system. 


BRITISH COMMONWEALTH 
Australia? 


Australia in March and August 1958 introduced modifications in its import | 
licensing system reducing substantially the degree of discriminatory controk [ 


applying to dollar imports. A limited number of basic industrial material im. 
ports were exempted from licensing regardless of source, and a wide range of 
imports such as raw materials, components for industry, machinery and capital 
equipment were placed in a nondiscriminatory global list for which importers may 
receive licenses to purchase from any source, including the dollar area, 


For the licensing period beginning April 1959 Australia announced the removal | 


of dollar discrimination on 330 additional tariff items. Prior to March 1958 only 
about 33 percent of total Australian imports were licensed on a nondiscriminatory 


basis as to source, but with March and August 1958 and April 1959 modifications, | 


this percentage has been increased to about 70 percent. 
Canada? 


Only a few items are subject to quantitative import controls. Some of thes 
controls are associated with Canadian subsidies on domestic production ; some are 
imposed for strategic purposes; others represent statutory prohibitions designed to 
protect Canadian production of certain products. 

Under the Canadian Export and Import Permits Acts imports of any commodity 
which is under price support in Canada may be controlled. At the present time 
this applies to butter, butter fat, cheddar cheese, dried skim milk, and turkeys, 
imports of which require special permits. 

Vheat, wheat flour and wheat starch; oats, including ground, crimped, crushed, 
rolled, and meal; and barley, including ground, crimped, meal, and flour, are 
subject to import licensing by the Canadian Wheat Board. For strategic pur 
poses licenses are required for imports of atomic energy materials and equipment. 

The Canadian Customs Tariff Act prohibits the importation of used or second- 
hand automobiles and used motor vehicles of all kinds (manufactured prior t0 
the year in which importation is sought, except in special circumstances), second- 
hand aircraft (regardless of the year of manufacture), oleomargarine, butterine, 
and other butter substitutes (although the ingredients of butter substitutes may 
be imported). These are long-standing restrictions predating the GATT. 

In July 1957 Canada placed import restrictions on fowl. Except for restric- 
tions on turkeys, all were removed on May 30, 1958. After official U.S. dis- 
cussions with the Canadian Government, a quota of 300,000 pounds was estab- 
lished for imports of light-weight broiler turkeys during the period October 27- 
December 31, 1958. This quota, however, was very much below normal holiday 
season marketings of U.S. turkeys in Canada. 

Effective June 17, 1958, Canada removed import permit requirements on 4 
variety of wheat products including cake mixes, tinned or cartoned manufactured 


cakes, breakfast foods, cereals, macaroni, and animal feeds. The United States | 


is continuing discussions with the Canadian Government regarding the possi- 
bilities for further relaxation of the few Candaian quota restrictions which affect 
U.S. exports. 





See footnotes, p. 656, 
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New Zealand 2 

Because of declining foreign exchange reserves, New Zealand on January 1, 1958 
issued a new import licensing schedule tightening controls. All imports were 
placed under control, but changes in the import licensing procedures resulted in 
increased discrimination against dollar imports. This discrimination was con- 
siderably reduced by March 1958 modifications. 

The 1959 import licensing schedule, released on October 8, 1958, though provid- 
ing for a substantial reduction in total imports, liberalized the licensing of dollar 
goods through the establishment of global quotas and eliminated substantially 
all previous discrimination against dollar imports. Only 41 quota items are now 
excluded from world availability. Even though total New Zealand imports in 
1959 are to be reduced, the United States share of New Zealand imports may 
increase as a result of the new measures. 

United Kingdom? 

The United Kingdom made further substantial progress in 1958 in carrying out 
its program of progressively relaxing restrictions on dollar imports. As a result, 
only one-fourth of its dollar trade estimated on the basis of 1953 British imports, 
remains subject to restriction. 

By the beginning of 1958, controls had been removed on approximately 62 per- 
cent of its dollar trade, the relaxations covering principally raw materials and 
foodstuffs. In August, dollar imports of industrial chemicals and allied products, 
including plastic-making materials, were freed of licensing controls, bringing the 
dollar liberalization figure to about 69 percent. The next month (September) 
remaining dollar controls on most industrial, office, and agricultural machinery 
were removed, along with controls on canned salmon and newsprint. This move 
practically completed the relaxation of restrictions on raw materials and equip- 
ment for industry, and increased the dollar liberalization percentage to 75. 

The segment of dollar trade still subject to control consists mostly of consumer 
goods, some foodstuffs, some machinery, including vehicles, aircraft, and boats, 
electronics and certain electrical equipment, and scientific instruments and 
apparatus, although licenses are generously issued for the importation of many of 
these items. 

The United Kingdom is reportedly considering further relaxations on dollar 
goods, mainly in the consumer goods field, some time this year. 


WESTERN EUROPE 
Austria 2 

As of January 1, 1958, approximately 40 percent of Austria’s total dollar 
imports * were liberalized, but within this total only 4 percent of its agricultural 
imports. Imports from the OEEC area were liberalized to the extent of 90 
percent (on the basis of 1952 private commercial imports), including a 79 percent 
liberalization of agricultural imports. 

Throughout 1958 the U.S. Government continued to request further expansion 
of Austria’s free list in view of Austria’s favorable foreign exchange and balance 
of payments position, and American officials held several discussions with Austrian 
authorities. The Austrian Cabinet, on September 24, 1958, announced that it 
intended to increase liberalization of dollar imports. This step, when imple- 
mented, should increase Austrian liberalization of dollar imports to 45 percent, 
and, according to the Austrian Government, will eliminate discrimination between 
liberalized dollar and nondollar imports for all nonagricultural items, except some 
textiles. 

Benelux countries 2 

The Benelux countries (Belgium, The Netherlands, and Luxembourg) have 
coordinated their foreign trade policies and have followed a very liberal import 
policy since 1953. During 1958 about 87 percent of all commodities originating 
in the dollar area continued to be formally liberalized; either no licenses were 
required for such imports or licenses were granted automatically in cases where 
applications had to be filed. In the not formally liberalized sector individual 
licenses are still screened by the appropriate Benelux authorities but are granted 
in most cases up to the amount asked for by the importer. Consequently, about 
498 percent of all dollar imports enter the Benelux countries freely. Treatment 
for dollar imports is as liberal as that for imports from the OEEC. 


encbabdetnes eae 
See footnotes, p. 656. 
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Global quotas, which were increased 20 percent to all suppliers on January 1 
1959, apply to a limited number of items, and are applicable to all supplie 
countries. The commodities involved are as follows: rice; castor oil other than 
crude; fatty acids obtained by fractional distillations; other fatty acids except 
tall oil, oleine, and stearin; methyl chloride; penicillin, salts and compounds: 
wooden packing cases; fishing nets; and new and used automobiles and chassis 
The quotas seem to allow imports from the United States in reasonable quantities 


The U.S. delegation to the 13th session of the GATT discussed™ with the | 


Netherlands the possibility of removing a temporary seasonal embargo on importa 
tion of apples (the Netherlands buys apples from the United States only during 


specified periods). Although these discussions did not result in a change in the § 


Netherlands policy, the problem will continue to be discussed with Netherlands 
authorities by the U.S. Embassy in The Hague and will probably be taken up 
again at a future session of the GATT. 
Denmark 2 

Following further improvement in its foreign exchange position, the Govern. 
ment of Denmark in February 1958 increased dollar liberalization from 55 to 66 
percent and in early 1959 took two more steps in its trade liberalization program 
by transferring to the general free list (goods that may be imported freely from 


dollar countries, without import licenses) some additional commodities. As a § 


result of the latter two steps, the Danish dollar liberalization percentage was 
raised from 66 to 88° pereent (on the basis of 1953 imports). Among the com- 
modities from which import restrictions have been removed in accordance with the 


latest decrees are: petroleum products, clothing and textiles, cordage of long. f 
g 


fibered silk and rayon; asbestos piece goods; citrus fruits; cheese; casein; cheek 
protectors; hearing aids; passenger automobiles (both complete and in parts for 
assembly); certain automobile components, including motors, tires and _ tubes; 
motoreyeles and certain motoreycle components, including motors; and trucks 
and vans weighing under 3,000 kilograms. 

In addition, import licenses are usually granted freely for certain imports whic 
have not yet been placed on the dollar free list. 


Finland 2 


At the end of 1957 and in early 1958 the Finnish Government entered into a 


multilateral trade and payments agreement with a majority of the OEEC coun- 
tries, following devaluation of the Finnish mark. This replaced a similar tempo- 
rary agreement covering the period April 1 to September 30, 1957. Under the 
new arrangement 82 percent of Finland’s imports (based on 1954 private commer- 
cial imports) from the Western Europe signatories were freed from licensing and 
exchange controls. The remaining 18 percent is subject to either autematic 
licensing or so-called global quotas. 

Finnish efforts to liberalize her commodity trade also have been directed 
toward easing controls over imports of goods from the dollar area. At the end 
of 1957 rather numerous and important dollar commodity items were specified 
for automatic licensing, and under certain global quotas importers were permitted 
to make purchases of specified items in either dollar or nondollar countries. 

Among the commodities which are automatically licensed for importation from 
the dollar area may be mentioned: lubricants and other petroleum products, 
industrial chemicals, medicinal and chemical preparations, ferroalloys, hand tools, 
pneumatic tools, machine and other metalworking tools, machines and apparatus 
for manufacturing and treating paper and paper products, industrial sewing ma- 
chines, electrical equipment for motor vehicles, industrial trucks and _ parts, 
automobile chassis with motors. 

There are indications that in the coming months the treatment of dollar area 
goods will be brought even closer into line with that accorded Western European 
commodities. 


France 2 


In June 1957, growing balance-of-payments difficulties forced the French 
Government to suspend all trade liberalization measures, including those for 
United States goods. 

In December 1958, in connection with currency devaluation, internal fiscal 
stabilization measures and the establishment of limited convertibility for the 
franc, France liberalized 50.5 percent of its imports from the dollar area and in 
mid-Januarv 1959 raised the level to approximately 56 percent, the highest in the 





See footnotes, p. 656. 
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postwar years. The bulk of liberalized commodities are raw materials and 
semifinished products, with some manufactured goods and machinery. 

In addition to the partial removal of these import restrictions the French Gov- 
ernment has also increased annual import quotas on a number of U.S. products, 
including automobiles and bourbon whisky. 

Federal Republic of Germany 2 

On January 11, 1958, more than 1,300 commodity classifications (the German 
statistical schedule contains a total of approximately 6,500 classifications) were 
added to the “dollar liberalization list,” raising the libe ralization percentage to 
95. In November 1958, 50 industrial items were added to the list and on January 
3, 1959, 66 agricultural and 33 industrial items were included. At the present 
time, out of the aforementioned 6,500 Ca y listings in the German schedule, 
imports from the dollar area of only about 250 industrial and 385 agricultural 
items remain subject to licensing controls. 

Licenses for importing many nonliberalized goods are freely granted, but 
others, especially in the agricultural sector, are issued only within severely limited 
quotas which may or may not be published. While the liberalization percentages 
for imports from the OFEC area and the dollar area are both over 90 percent, 
more items are subject to licensing when imported from the dollar area, mostly 
items in the industrial sector. 

Following determination by both the International Monetary Fund and the 
GATT in the summer of 1957 that the Federal Republic could no longer justify 
import restrictions on balance-of-payments grounds, the German Government 
introduced a liberalization program which envisaged the gradual removal of most 
of the remaining discrimination against imports from the dollar area by the end 
of 1959. Controls would continue thereafter on only a few industrial items and 
ona number of agricultural imports, most of the latter related to domestic German 
agricultural support programs. 

Since the German program was considered to lack adequate justification under 
GATT rules, numerous consultations were held with the German Government 
throughout 1958. The German Government has been requested to bring its 
import control system into full conformity with GATT rules, which would include 
the immediate removal of many of the remaining controls. Discussions will 
continue during 1959 GATT meetings. 

Iceland 2 

On June 22, 1953, Iceland extended the same degree of liberalization to imports 
from the dollar area as that in force for imports from the OEEC countries. The 
import free list (list A) covers roughly 33 percent of Iceland’s private commercial 
imports, based on 1953 statistics. During 1958 no further action was taken to 
extend the degree of liberalization to dollar or OQEEC countries. 

Another and overlapping list of goods (list B) covers items freely importable 
from countries with which Iceland has both trade and payments agreements. 
This latter list applies to imports from Brazil, Czechoslovakia, Finland, the Soviet 
Zone of Germany, Hungary, Israel, Poland, Rumania, the Soviet Union and 
Spain, 

Other imports, including capital goods and a broad category of other items, are 
not liberalized, and require both import and exchange licenses. 

For all imports, whether liberalized or not, importers must have “exchange 
coverage’ from a government-authorized foreign exchange bank. 


Treland 


Dollar liberalization for Ireland is 15 percent. Imports have been freed of 
restrictions in the case of such products as cereals, cereal products, animal feeding- 
stuffs, animal oils and fats, vegetable oils and fats, oilseeds and oil nuts, seeds for 
sowing, raw cotton, yarns and fibers, leather hides and skins, and timber. Any 
other goods may be imported freely up to a limit of £ 250 (1 pound equals U.S. 
$2.80) for any particular item in any period of 3 months. 


Italy 2 


Italy has liberalized 68 percent of dollar imports and about 98 percent of OEEC 
imports. Nearly all nonliberalized items from the dollar area are consumer 
goods. During 1958 no additional dollar imports were liberalized but a list was 
released of 91 items which would be freely licensed. All nonliberatized dollar 
Imports require licenses and in certain cases quotas are maintained. Licenses 


Santana se 
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may be denied on the grounds of nonessentiallity or protection of Italian industry 
or agriculture. 


During 1958 the U.S. Government held several discussions with Italian officials | 


regarding the possibilities for further liberalization of dollar imports. Italy has 
indicated that further relaxation of dollar import controls is under consideration, 
The Netherlands? (See Benelux Countries, above.) 

Norway ? 

Import controls have been used by Norway for balance-of-payments reasons, 
As Norway’s foreign exchange position has improved, restrictions on commodities 
subject to import licensing have been relaxed—first through liberal issuance of 
import licenses and later through the establishment of an import free list. 

On January 1, 1959, the dollar import free list was further extended so that 
now 90.9 perce nt of Norw ay’s imports from the dollar area are liberalized. 

Among the goods of interest to U.S. exporters still requiring Norwegian import 
licenses are: fresh and canned fruit and vegetables, fruit juices, canned soups, 
coal and coke, paints, cosmetics, petroleum additives, synthetic resins and most 
plastic products, household glass, toys, air-conditioning units, refriger ators, 
certain papermaking machines, printing presses, vending machines, television 
sets, phonographs and phonograph records, automobiles and trucks. It is 
reported that in the case of many products still subject to import license the 
Norwegian authorities grant licenses liberally. 

Except in the case of automobiles, Norway now accords imports from the 
dollar and OEEC areas the same treatment. 

Spain 

Because of Spain’s balance-of-payments situation all imports are subject to 
license by the Ministry of Commerce, although imports from the dollar area are 
more strictly limited than imports from other areas. Imports are licensed on 
an individual application basis, and no quota lists are issued. Almost no con- 
sumer goods imports from the dollar area are allowed. 

No changes in these restrictive measures were made during 1958. Reports 
indicate that the Spanish Government is preparing a modernized customs tariff 
to replace the present antiquated specific rate tariff schedule. This new tariff 
is expected to lessen the need for license controls. 


Sweden 2 


Practically all important U.S. export commodities now enter Sweden freely, 
and there is almost no discrimination between imports from the dollar area and 
other nonbloe countries. Swedish authorities grant import licenses liberally for 
most products still subject to import controls. Among these products are: 
fresh citrus fruits, tobacco products, crude copper, lead, tin and zine, fresh apples 
and pears, dairy products and eggs, coal an coke, petroleum, automobiles and parts 
for assembly, arms and ammunition. In the case of apples and pears, the period 
during which licenses are freely granted varies from year to year, depending on the 
domestic crop. 


S 


Switzerland 

Generally speaking, imports into Switzerland from the United States move 
unhindered even by the formality of import licenses, and in the few cases where 
licenses are required, they have ‘usually been sraued automatically. 

Subject to nondiscriminatory quota limitations are a few cot nmodities, mostly 
agricultural products and trucks (with a carrying capacity of over 3,000 kilo 
grams), trolley buses, omnibuses, buses (with a seating capacity of over 20 per- 
sons) and film. These quota limitations have no appreciable effect on exports 
from the United States. The restrictions on the importation of trucks and buses 
is based on military considerations in order to have standardized types of military 
transportation and not to be dependent on spare parts from abroad in an emer- 
gency. The ample quota on films has not been taken up in recent years. 


See footnotes, 656. 
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EMBARGOES AGAINST Imports oF U. S. Goons 4 


In the great majority of cases the regulation of imports by foreign governments 
is accomplished by licensing, quota, or similar controls which limit the quantities 
imported but do not completely prohibit entry of the product. In relatively few 
cases are imports of a product completely prohibited. The following list con- 
tains the cases in which total prohibitions of imports are now known to be in 
effect. In all of these cases the prohibition applies to imports from all sources, 
and none of them are discriminatory against the United States. 


Canada 


Canada prohibits the importation of the following: 

Oleomargarine, butterine, and other butter substitutes. (The ingredients of 
butter substitutes may be imported and butter substitutes may be manufactured 
and sold in Canada except in the Provinces of Quebec and Prince Edward Island.) 

Used or secondhand automobiles and used motor vehicles, of all kinds, including 
automobiles with engines removed, manufactured prior to the year in which 
importation is sought, except those taken in by nonresident visitors or by return- 
ing Canadians under license from the Department of National Revenue, Ottawa; 
or those taken in by settlers or acquired by Canadian residents as gifts from 
relatives or friends abroad, and those imported for exploratory work in connection 
with the development of natural resources; or those by nonresident nationals of 
a foreign country employed in defense establishments of such governments in 
Canada or on official military service in Canada, or antique cars, not less than 
25 years old, not intended for ordinary transportation purposes. (Special licenses 
also may be granted for the entry of complete vehicles, used, and in operating 
condition, for use as spare parts.) 

Secondhand aircraft, except those taken in for use in commercial operations, 
including photographic survey and reconnaissance work, charter service, visiting 
properties or clients, timber cruising and forest fire patrol, flying training and 
instruction; for religious purposes; for emergency services; and for personal use. 
(Aircraft may be taken in by nonresident tourists under license from the Depart- 
ment of National Revenue.) 


Chile 


Chile prohibits the importation of all goods not on a prescribed list of author- 
ized imports. The latest prescribed list omits nearly all textiles; a large number 
of agricultural products; nearly all beverages, alcoholic and nonalcoholic; most 
manufactured consumer goods; and a few chemicals and drugs produced in 
sufficient quantities by domestic industry. 


Colombia 


Colombia maintains a list of prohibited imports. 

Almost all manufactured food items and agricultural products are on the pro- 
hibited list. Tobacco products (except cigarettes) are included. Some manu- 
factures, such as most textile products, paints, and automotive vehicles are also 
on this list. 

Diplomatic imports and personal baggage are exempted from these prohibitions 
as are donations and samples. Products of popular consumption and raw mate- 
rial for their manufacture may be exempted by special decree. No discrimination 
is made as to source except that the Government may enter into special coffee 
barter agreements. 


Guatemala 


Guatemala prohibits the importation of: Used sacks; irregular seconds and 
thirds of men’s and children’s hosiery; cloth and articles made with typically 
indigenous characteristics and colors; fireworks. 





‘ No attempt has been made in this :.ction to Jist those import prohibitions maintained by foreign gov- 
ernments for such noneconomic reasons as public health and safety, sanitation, or the maintenance of public 
order, All countries, including the United States, have laws prohibiting the importation of some types of 
articles for these reasons. The list contained herein does not attempt to cover such cases, but is confined 
to import prohibitions which appear to have been adopted for commercial or financial reasons, 


4051459 —_48 
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Indonesia 


Indonesia prohibits the importation of goods not classified in one of the follow. 7 


ing priority groupings of goods for importation’ 

1. Highly essential. Rice, raw cotton, milk powders for baby food, certain 
fertilizers, study books, scientific publications, newsprint. 

2. Essential. DDT and similar preparations, printers’ requirements except 
type, film projectors (for more than 16 millimeter), gunny bags, surgical and medi- 
cal instruments, whole and skimmed milk powder, technical and mechanical 
articles. 

3. Essential. Essential oils, exposed movie film, typewriters and other office 
machinery, industrial yarns, wheat flour, rolled oats, condensed and evaporated 
milk. cotton piece goods, radio parts. 

4. Semiessential. Hand cameras, dry batteries, flashlights, nonelectrie stoves, 
glass, paper and fiber wallboard, cheeses. 

5. Semiessential. Cigarette lighters, watches and clocks, perfumery and cos- 
metics, toys, milk and malt preparations. 

6. Luxury. Butter and artificial edible fats, liquors, most foodstuffs, meats 
and pantry provisions, cigarettes and other manufactured tobacco products, re- 
frigerators, small electric machines, radios, passenger Cars. 


’ 
Tran 

Iran has a list of prohibited imports. This list includes the following items; 
Pork and pork products; fish eggs, canned fruits, spices, nonalcoholic beverages, 
edible vinegar, tobacco and products, most refined petroleum products, salts, in- 
dustrial acids, ethylic alcohol, laundry soap, matches, shoes, most textile prod- 
ucts, and toys. 
Turkey 

Because of a serious foreign exchange shortage, Turkey currently restricts im- 


ports of goods to its quarterly import lists which as a rule contain only essential | 


equipment and supplies. There is no formal discrimination against imports from 
the dollar area, and most historical U.S. exports to Turkey, such as machinery, 
tires, chemicals, industrial equipment and trucks, are on the import lists, although 
a few items of a more semiluxury nature, such as refrigerators and automobiles, 
are not. 
Union of South Africa 

Since May 1958 South Africa has prohibited the importation of built-up pas- 
senger cars with an f.o.b. cost of over $2,240. 
Venezuela 


Venezuela has a list of goods completely prohibited from importation. Items 
on the list include: Footwear, orange juice concentrate, salt, coffee, cottonseed, 
cigarette paper, and matches. 


NEGOTIATION OF COMMERCIAL TREATIES 


Mr. Bow. On page 403 you set up some of your activities to assist 
private business. One of them which you set forth is the negotiation 
of commercial treaties. Do J understand that Commerce is negotiat- 
ing treaties? 

Mr. Kearns. No, sir. 

Mr. Bow. That is what it says here. 

Mr. Kearns. In the preparation of material for the negotiation of 
treaties, we have the responsibility of presenting to the State Depart- 
ment, who does the actual negotiation, the needs of American business 
and we consult with them. For e xample, in the conference on GATT 
the Commerce Department has a partnership arrangement with the 
State Department. We are called upon to furnish the information as 
to impediments which we must work on and then we join with the 
State De ‘partment in the consultations with the other countries. 

Mr. Bow. Then if you were joining in the negotiation of commercial 
treaties with the State Department having to do with the pottery 
industry you would be up against the situation of not knowing what 
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the condition of the industry is and your help would not be much 
good? 

Mr. Kearns, At the moment that is true. 

Mr. Bow. How many other negotiations have you participated in 

where you do not go in with complete information as to the industry? 

Mr. Kearns. If we were going to negotiate we would know in 
advance the items that would be discusse d and we would have ample 
time to secure the information. 

Mr. Bow. What negotiations have you gone into where you ob- 
tained the information in advance to be the advising partner of the 
State Department? 

Mr. Kearns. Generally speaking in negotiations on GATT. 

Mr. Suetitey. Will the gentleman yield? 

Mr. Bow. Yes. 

Mr. SHELLEY. You want specific information and Mr. Kearns says 
“senerally.’ 

Mr. Bow. That is right. I should like to know specifically what 
negotiations you have gone into where you have had the information 
to enable you to serve as the advising partner of the State Depart- 
ment. 

Mr. Kearns. I would like to be specific on this subject and in 
doing so to provide for the record a list of subjects that we have dis- 
cussed in recent GATT negotiations. 

Mr. Bow. I would be elad to have you supplement your testimony 
by giving us a complete list, but give us some now. 

Mr. Kearns. I shall have to ask my experts. Mr. Simpson. 

Mr. Stmpson. I would like to clarify the commercial treaties re- 
ferred to. They are not treaties on individual products but on the 
reatment of businessmen reciprocally. 

Mr. Bow. Then the statement ‘negotiation of commercial treaties’’ 
is misleading? 

Mr. Simpson. No, sir. They are not individual product treaties. 
The statement with reference to multilateral tariff negotiations would 
refer to such negotiations as have taken place in the past year between 
the United States and Brazil in connection with revision of Brazilian 
tariffs. 

Mr. Bow. What was that? 

Mr. Simpson. That was a case where the Brazilian Government 
was revising its entire tariff. 

Mr. Bow. Was that done through GATT or separate agreements? 

Mr. Simpson. Through the general agreement—GATT. 

Mr. Bow. What other countries? 

Mr. Simpson. During the past year all these negotiations have 
been revision-type negotiations. Another important one has been 
with Canada. And we had a few with the Belgian Congo. 

Mr. Bow. Brazil, Canada, and the Belgian Congo. What other 
countries? 

Mr, Simpson. Sweden. 

Mr. Bow. Just what is your role in these negotiations? What do 
you do? Tell us something about it. 

Mr. Simpson. These partic ‘ular negotiations I have mentioned are 
of a rather special character. I would like to emphasize they are 
negotiations that involve the revision of earlier agreements. It is 
hot a case of working out a new agreement de novo. What hap- 
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pened in each instance I referred to was that the country involved 
wished to make a revision of a previous agreement. They did that 
under special provisions which allow them to make revisions in pre- 
vious commitments provided they make new commitments on 
additional items in order to make up the difference. 


AGREEMENT WITH BRAZIL 


Mr. Bow. Let us take Brazil. Tell us just what happened. 

Mr. Stmpson. What happened in the case of Brazil was that many 
years ago, prior to GATT, prior to the war, the United States and 
Brazil worked out a reciprocal trade agreement between the two 
countries. This consisted primarily of Brazil, on certain U.S. prod- 
ucts, guaranteeing the tariff would be held at a specified point, and 
the United States making a similar agreement with reference to a list 
of Brazilian products. 

About a year ago Brazil decided they wanted to revise their tariff 
system. The main thing they wanted was to change from specific 
rates to percentage rates. In order to do that they had to obtain a 
release from the previous agreement with the United States. 

Mr. Bow. They did that through the State Department? 

Mr. Stupson. They did that through the GATT mechanism, 
Under the terms of the agreement, in order to do that they had to 
make new commitments on new items or we in turn would withdraw 
some of our items. 

Mr. Bow. How are those negotiations canied on? 

Mr. Simpson. In this particular case they were carried on by the 
Brazilians stating what they wished to do. 

Mr. Bow. Who represented the State Department in those nego- 
tiations? 

Mr. Smpson. The United States was represented by a delegation 
we sent from Washington to Geneva consisting of representatives of 
the State Department and of the Bureau of Foreign Commerce, and 
there may have been representatives from one other agency. 

Mr. Bow. Did these people from the State Department and the 
Bureau of Foreign Commerce know when they went to Geneva what 
items Brazil wanted to adjust their tariffs on? 

Mr. Simpson. Yes, sir, they had that advance information. 

Mr. Bow. And having that advance information what did they do 
about it here before they left the country? 

Mr. Srmupson. The Trade Agreements Committee, as a staff level 
group under the Trade Policy Committee, is the interagency group 
that makes the determination as to what the U.S. position should be. 
The interagency committee determines what it considers to be the 
effect of the Brazilian proposal on U.S. trade. 

Mr. Bow. How did they make that determination? 

Mr. Stmpson. Sir, that is a very involved thing. 

Mr. Bow. Was American industry, the people who would be 
affected by the changes, called upon for advice before this group 
left for Geneva? 

Mr. Simpson. The Bureau of Foreign Commerce—— 

Mr. Bow. Please answer my question. I would like to have 4 
direct answer. 

Mr. Simpson. The direct answer is ‘‘Yes.” 
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Mr. Bow. Now go ahead. 

Mr. Simpson. The Bureau of Foreign Commerce is in constant 
touch with the exporters to Brazil, and they were the only ones 
affected. 

Mr. Bow. Can vou tell us who they were? 

Mr. Stmpson. Who were the individual exporters? 

Mr. Bow. Yes. 

Mr. Simpson. No; not out of my head. Most of the American 
capital goods producers and a good many of our consumer goods 
producers ship to Brazil. 

Mr. Bow. And all of them were contacted for advice as to the effect 
the proposed changes in the agreement would have on their exports? 

Mr. Stmpson. Not individually. 

Mr. Bow. Not individually? 

Mr. Stimpson. No, sir. 

Mr. Bow. Then how was it determined what effect the proposed 
changes would have on American business? 

Mr. Simpson. When the Brazilians propose to raise the tariffs by 
200 percent on an item that now has a tariff rate of 50 percent, for 
example, I think one could make a fair assumption that this would 
reduce the potential exports to Brazil. We have the information as 
to whether the Brazilians have such products in their own country. 


| If they do not have such products in their own country, the assumption 


is that the effect on exports from this country would be less drastic. 

Mr. Bow. Then the changes in tariffs are based on presumptions of 
someone in the Bureau of Foreign Commerce and the State Depart- 
ment and not upon the advice of American industry that would be 
affected? 

Mr. Simpson. No, sir. That was not my intent, to say that. 

Mr. Bow. Where am I wrong in that? 

Mr. Stmpson. In the first place, the changes in tariffs were by the 
Brazilian Government. The Brazilian Government has the final 
authority on that. The matter the United States passes on is whether 
we would concur without further action or whether we felt the Brazilian 
Government should make new tariff concessions or commitments. 

Mr. Bow. I agree the final decision is with the Brazilians, but you 
were going to Geneva for a conference with them to negotiate with the 
idea that if they were going to hurt American business you would try 
to negotiate with them. Now I come back to you with my original 
question: What businesses in the United States were consulted prior 
to going to Geneva to negotiate with the Brazilians? 

Mr. Simpson. I should explain that within the Commerce Depart- 
ment we have an agency known as the Business and Defense Services 
Administration, which was developed on an industry-by-industry 
basis, and which has the responsibility of continuous contact with the 
respective industries. The tariff people work with and are frequently 
accompanied by the people in the industry groups of that bureau. 


PROCEDURE FOR OBTAINING ADVICE FROM BUSINESS PRIOR TO 
TARIFF NEGOTIATIONS 


Mr. Bow. I shall not take more of the committee’s time, but I am 
hot satisfied with the answers. Please submit for the record a state- 
ment setting forth very clearly the amount of contact they have with 
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American business, individually and collectively, before they go into 
conferences to set tariffs. 
(The information requested follows: ) 


PROCEDURES FOR OBTAINING ADVICE From BusINESS PRIOR TO 
TARIFF NEGOTIATIONS 


Section 4 of the Trade Agreement Act of 1934, as amended, contains provisions 
relating to procedures preparatory to trade agreement negotiations. The proyi- 
sions read as follows: 

‘Before any foreign trade agreement is concluded with any foreign governmen 
or instrumentality thereof under the provisions of this act, reasonable pubblie 
notice of the intention to negotiate an agreement with such government or instru- 
mentality shall be given in order that any interested person may have an oppor 


tunity to present his views to the President, or to such agency as the President § 


may designate, under such rules and regulations as the President may prescribe; 
and before concluding such agreement the President shall request the Tariff Com. 


mission to make the investigation and report provided for by section 3 of the Trade J 


Agreements Extension Act of 1951, and shall seek information and advice with 
respect to such agreement from the Departments of State, Agriculture, Commerce, 
and Defense, and from such other sources as he may deem appropriate.”’ 

In carrying out his responsibilities under these provisions the President has 
established three interdepartmental committees. These are the Interdepart- 
mental Committee on Trade Agreements, the Committee for Reciprocity Infor 
mation, and the Cabinet-level Trade Policy Committee. 


The Interdepartmental Committee on Trade Agreements, originally established | 


in 1934, consists of a Tariff Commissioner, and of representatives of the Depart- 
ments of State, Treasury, Defense, Interior, Agriculture, Cemmerce, and Labor, 
and the International Cooperation Administration (nonvoting). The representa- 
tive of the Department of State serves as Chairman. The function of the Tariff 
Commission member is substantially that of a consultant. 

The Trade Agreements Committee is responsible for assembling and analyzing 
information pertinent to prospective trade agreement negotiaticns, the detailed 
content of the agreements, and making recommendations concerning the admin- 


istration of the trade agreements program to the President through the Trade | 


Policy Committee. 

The Committee for Reciprocity Information has at the present time the same 
membership as the Trade Agreements Committee, but the Tariff Commission 
member serves as its Chairman. This committee was established to receive the 
views of the public in connection with prospective trade agreement negotiations, 
as well as with the administration of agreements already concluded. 

The Committee for Reciprocity Information holds public hearings prior to trade 
agreements negotiations in order that interested parties may have an opportunity 
to be heard and to have their testimony or other statements of views available 
to the Trade Agreements Committee and to the President. 

The Trade Policy Committee was established in 1957 as a Cabinet-level Con- 
mittee to advise and assist the President in the administration of the trade agree- 
ments program. This Committee consists, in addition to the Secretary of Com- 
merce, as its Chairman, of the Secretaries of State, Treasury, Defense, Interior, 
Agriculture, and Labor. 

The particular funetion of the Trade Policy Committee in the making of new 
trade agreements is to receive and review all recommendations made by the 
Trade Agreements Committee to the President and to transmit them to the 
President together with any comments and recommendations of its own resulting 
from that review. This Trade Policy Committee review takes place at each of 
the stages of Trade Agreements Committee recommendations to the President. 

These three Committees provide the machinery to carry out the objective of 
section 4 of a thorough examination and review of both the concessions we should 
seek from other countries and the concessions we should offer in order to obtain 


them, which takes into account the views of interested persons and groups coD- 


cerning the proposed negotiations, as well as those of all of the governmental 
agencies concerned. The attached publication “How a Trade Agreement Is 
Made”’ describes in detail the principal preparatory stages of a trade agreement 
negotiation. 

The procedures were applied in the preparation for the negotiations which took 
place between the United States and Brazil early in 1958. These negotiations 
were conducted pursuant to a waiver by contracting parties to the General Agree 
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ment on Tariffs and Trade dated November 16, 1956, authorizing Brazil, for 
urgent fiscal reasons, to put into effect a completely new and generally higher 
tariff subject to certain terms and conditions. One of these conditions was that 
Brazil would undertake to negotiate with the other contracting parties to estab- 
lish a new schedule of Brazilian tariff concessions. 

On October 31, 1957, the Committee for Reciprocity Information issued a 
notice that a public hearing would be held on December 10, 1957, to obtain views 
and information in connection with U.S. participation in negotiations with Brazil 
scheduled for January 1958. The notice was published in the Federal Register, 
in the Department of State Bulletin, in Treasury Decisions, in the Department 
of Commerce Foreign Commerce Weekly, and was issued to the press by the 
Department of State. 

The Committee for Reciprocity Information invited the views of interested 
parties with respect to the possible effects on U.S. trade of the tariff changes made 
by Brazil. The Committee particularly invited the submission of views with 
regard to any possible new concessions which the United States might request of 
Brazil. A copy of the Committee’s notice is attached. 

No interested part appeared to testify on December 10. However, the Com- 
mittee did receive written statements from 14 individual firms and organizations 
and correspondence from 7 other firms, as follows: 


STATEMENTS 
Millers National Federation International Apple Association 
Olin Mathieson Chemical Corp. Northwest Horticultural Council 
Dictaphone Corp. National Cash Register Co. 
Dried Fruit Association of California California Grape & Tree Fruit League 
Canners League of California Kentucky Distillers’ Association 
Electronic Industries Association Simplex Time Recorder Co. 
Papermakers’ Felt Association Frederick D. Hunt 


CORRESPONDENCE 


Dictaphone Corp. of New York National Association of Photographie 
Burleigh Brooks, Inc. Manufacturers, Ine. 

Van Am eringen-H aebler, Inc. Schimmel & Co., Ine. 

Electronic Industries Association Celanese Corp. of America 


Since the negotiations with Brazil did not involve the granting of any conces- 
sions by the United States, the statements and correspondence were concerned 
only with concessions and tariff reductions which the United States might obtain 
from Brazil. 

The information received by the Committee for Reciprocity Information was 
used extensively during the preparation for the negotiations and during the actual 
negotiations. The Trade Agreements Committee used the information to prepare 
its reeommendations to the President. The U.S. negotiating team utilized the 
briefs and statements throughout its discussions with the Brazilian delegation 
during the actual negotiations. Detailed information about the actual negotia- 
tions is contained in the attached booklet, entitled ‘‘Analysis of the 1958 Brazilian 
Tariff Renegotiation with the United States.” 

These procedures were also used in the preparation for other negotiations which 
have taken place as a result of foreign countries modifying or withdrawing certain 
tariff concessions previously made to the United States and whic +h did not involve 
changes in U.S. duties. Negotiations ¥ this type took pli vce in 1958 with Austria, 
Australia, Canada, Cey lon, Finland, Greece, Surinam, end the Union of South 
Africa. 

TRADE FAIRS 


Mr. Bow. Now let us go to trade fairs. You have indicated the 
amount you are requesting was transferred from the President’s 
budget, which is in another budget both the chairman and I sit on, 
because you want to take your trade missions away from some of 
these trade fairs. 

Is it not a fact that in your priority project list for 1960 you show 
that you are going to go to 13 areas of the world where fairs are in 
progress? 
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Mr. Kearns. Not necessarily, sir. 
Mr. Bow. You have 13 on your list; is that not right? 
Mr. Kearns. Yes; but what we would suggest is that the 13 would 
be the maximum we could send if we sent them to each place where 
there is a fair. We would like to delete some where there are fairs 
and send missions to areas which do not have fairs. 
Mr. Bow. For instance, what fairs would you like to eliminate? 
Mr. Kearns. This is just a hypothetical case. 
Mr. Bow. I wonder if you are not getting yourself into trouble, 
You want to send them to the fairs, too, do you not? 
Mr. Kearns. Yes. 





Mr. Bow. And you would like to have authority to send them to | 


all those on the list you submitted, would you not? 

Mr. Kearns. This is the maximum. 

Mr. Bow. It is not that you want to take them away from some 
of these fairs and send them somewhere else? 

Mr. Kearns. If we had the choice to send them to other places, 
we would send them. 

Mr. Bow. Pick those places out. 

Mr. Kearns. This is a pretty difficult job you are giving me, and 
this is just a hypothetical example. I would not send a mission to 
Tunis, but I think it would be very desirable to send a mission to 
East Africa. 

Mr. Bow. Where in East Africa? 

Mr. Kearns. To the Rhodesias, Nyasaland, and Kenya, perhaps. 
Exactly where would require more study. 

I would not send another mission to Bari in Italy next year if I 
had my choice, but I would send a mission to Brazil. 

I would not send a trade mission to Toronto, but I think a trade 
mission would be fruitful in perhaps Iran and Kuwait where they 
have considerable dollars. 

I would hope you would not ask me to go further because I am not 
prepared to select trade missions as such today. 

Mr. Bow. Do you have any record here as to what you are budget- 
ing for Toronto, the Bari Fair in Italy, and Tunis? 

Mr. Kearns. Not specifically. 

Mr. Bow. About what would those cost? 

Mr. Kearns. They all run about the same. 

Mr. Hawk. Toronto cost $14,000 last year. The Bari Fair in 
Italy cost about $25,000 or $30,000. 


[FORE IGN COUNTRIES’ GOLD & DOLLAR HOLDINGS 


Mr. Bow. I want to get back to this billion dollars for travel. 
Again you were not very specific and I am very much interested in 
that. Iam just delighted to know that we have a number of countries 
ae that are in balance with dollars. I would like to have you list 
them. 
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Mr. Kearns, I would like to list them for the record rather than 
try to pull them out of my head. I do not think anybody here, with- 
out some research, could give you an accurate list. 

Mr. Bow. Could you give us some and then supplement your testi- 
mony for the record? 

Mr. Kearns. Yes, sir. 

West Germany is relatively in good condition. Austria is relatively 
in balance. Belgium, Holland. I would have to go into some re- 
search before I can go further than that, but I am sure there are others. 

(The additional information referred to follows:) 


FOREIGN CoUNTRIES’ GOLD AND DoLLAR HOLDINGS 


The following table shows, by individual country, year end holdings of gold 
and liquid dollar assets for 1956, 1957, and 1958. It also shows changes in those 
holdings from 1956 to 1957 and from 1957 to 1958. 

The improved dollar position of a number of countries, especially in Europe, is 
evidenced by substantial net gold and liquid dollar asset accumulations in 1957 
and 1958, or through maintenance recently of substantial reserves. 
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Ystimated gold reserves and dollar holdings of foreign countries 


{In millions of dollars] 











Area and country Dec. 31, | Dec. 31, | Dee. 31, | 
1956 | 1957 1958 Dec. 31, | Dee. 31, 
| 1956, to | 1957, to 
1957 | 1958 
sie od oe bec JO ie lee 
| | 
RAT ela (opts Edo ks gi | 29,086 | 29,797 | 33, 552 | 711 | 3, 755 
Continental Western Europe ; | 14,433 | 15,074 17, 883 | 641 2, 809 
Austria_-. oimbgi 2 ; 377 460 612 | 83 152 
Belgium-Luxembourg (and Belgian Congo) 1, 239 | 1, 190 | 1, 528 —49 338 
Denmark... wl re cated oan 102 149 206 | 47 57 
Finland 25 ; aot 93 104 | 105 11 l 
France (and dependencies)? _-_..-- ot 1, 512 955 | 1, 146 |} —557 191 
Germany (Federal Republic) -.-..---- banal 3, 343 | 4,113 | 4, 407 | 77 294 
Crees “ = C en 187 167 | 139 —20 | —& 
Italy. _- a | 1,270] 1,533] 2,210 263 | 671 
Netherlands (and Netherlands West Indies and | 
Surinam). ‘ Siesta Soi ; “ane 1, O80 | 1, 058 | 1, 512 —22 454 
Norway ; 204 243 293 39 50 
Portugal (and dependencies ; - 628 651 707 23 | 56 
Spain (and dependencies 179 129 109 | —50 - 
Sweden a 483 484 517 1 8 
Switzerland _. ‘ é 2, 643 | 2,813 2, 854 170 41 
Turkey. is x 164 162 164 | —2 | 2 
Other ‘ in 929 863 1, 374 —6H6 | 
Sterling area . i 4, 157 4, 247 5, 132 90 R85 
United Kingdom 3, O15 3, OSO 3, 919 65 So 
United Kingdom dependencies 107 108 114 1 | f 
Australia 191 211 241 | 20 | 
India__ 324 330 324 6 
Union of South Africa 278 256 | 242 —22 
Other 242 | 262 292 20 | 
Canada 2, 996 3, 195 3, 430 199 
Latin America____. ‘ 4, 313 4,544 4,114 231 
Argentina 370 263 203 —107 | 
Brazil. _- 550 457 464 —93 | 
Chile__ 138 116 140 —22 
Colombia 210 215 241 | 5 
Cuba 514 525 452 11 
Guatemala 91 92 69 1 | 
Mexico 604 | 569 566 —35 | 
Panama, Republic of 110 137 148 27 | 
Peru : 119 | 88 96 31 
Uruguay 260 23f | 262 —24 
Venezuela 1, 061 1, 556 1, 215 495 
Other 286 | 290 258 } 
Asia. 2, 812 2, 340 2, 655 —472 
Indonesia___- 3 231 190 145 —4]1 
Iran ; 158 193 184 35 | 
Japan 1,149 716 1, 099 —433 
Philippines 300 186 | 194 —114 
Thailand 5; 261 270 | 247 9 
Other 713 785 786 72 
All other 3 375 397 338 22 
Egypt 238 228 190 —10 
Other 2 137 169 | 148 32 


1 Excludes gold reserves of the U.S.S.R., other eastern European countries, and China mainland. 
excludes holdings of international institutions. 

2 Excludes gold holdings of French exchange stabilization fund, 

Nore.—Gold reserves and dollar holdings include reported and estimated official gold reserves, total 
dollar holdings, and U.S. Government bonds and notes with original maturities of more than 1 year. 

Source: Federal Reserve Board. 


TRAVEL TO THE UNITED STATES 
Mr. Bow. It is nice to know that. Perhaps before long we can 


begin to go to some of these countries to get a little aid. And you 
really believe we will get $1 billion into this country? 
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Mr. Kearns. | think I underestimated it. If we got $1 billion 
last year. 

Mr. Bow. I think it would be well, Mr. Chairman, if the expert 
would break it down in language that even this Member of Congress 
can understand as to where that billion came from. 

Mr. Preston. Mr. Kearns used the figure of $1.5 billion today. 

Mr. Bow. The expert said they got $1 billion in travel in this 
country last year. That is mighty interesting. If we had $1 billion 
come in this country last year, Mr. Kearns, you and your experts will 
have to do some fast talking to tell me you need another dime to 
increase travel above $1 billion. Do you not really think there are a 
lot of places we can use those employees for that money rather than 
setting up a travel group in your Department? 

Mr. Kearns. No, sir. I think for the dollars you spend you can 
get more in that de partment than any other. 

Mr. Bow. What will you do? 

Mr. Kearns. We submitted for the record a list of things we have 
undertaken to do and I think if you will review those—— 

Mr. Bow. In other words, you will ask me to read the record. 
Believe me, I do. 

Mr. Kearns. You will see a good many things that need to be done. 

Mr. Bow. How many pe ople are you requesting? 

Mr. Macy. Nine position increase. 

Mr. Bow. Nine position increases in the travel group? 

Mr. Macy. Yes, sir. 

Mr. Bow. What will they do? 

Mr. Kearns. Again I would like to refer to that breakdown. 

Mr. Bow. I will read it in the record. Never mind. I hope it is a 
good breakdown because if it is not, this is one member of the com- 
mittee that will not go along with you. 

[am sorry, Mr. Chairman, that I am taking so much time. 

Mr. Preston. Go right ahead, Mr. Bow. That is what we are 
here for. 

TRADE AND INVESTMENT MISSION PROGRAM 


Mr. Bow. You state: 

The trade and investment mission program of the Bureau of Foreign Com- 
merce will be continued with refinements made possible by the experience gained 
from 63 missions to some 38 countries and 400 cities around the world. A record 
of our trade missions shows that they have been effective in: (1) Promoting our 
international public relations; (2) promoting our foreign commerce, 

Can you give us any facts on that, on how much foreign commerce 
has been increased bec ause of trade missions? 

Mr. Kearns. Do we have that? 

Mr. Hawk. Sir, that is an impossible question to answer for a 
couple of reasons. First, the type of activity of trade missions 
abroad is to discuss any aspect of a business problem that our Amer- 
ican businessmen would be presumed to know in a way that could 
help the foreigner to do beilaie with us. For example, a licensing 
or investment arrangement, even if in the end it will prove very 
successful, may take “from 2 to 4 years to lick all the problems and 
come to a ‘solution. At the end of those 4 years the successful Amer- 
ican businessman does not necessarily come back and tell us what 
he has been working on all this time, so we cannot trace all the dollars 
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and cents. We have traced some clear cases where something has 
followed the action of our trade missions. 


In the first part of your question, which related to goodwill and 


public relations—— 
Mr. Bow. I did not ask you about that, because I think you do 
get some goodwill and public relations from these groups that go out, 


but I was more interested in getting something specific on promoting f 


our foreign commerce. Then (3) 1s “promoting and strengthening 
the international trade fair program.” Are you still working on 
promoting and strengthening the international trade fair program? 


Mr. Kearns. Wherever they are attached to a trade fair they work | 


in a trade information center, and in those cases we have a library 
of several hundred trade journals, and they have a constant stream 
of people coming in to see where they can buy equipment, material, 
and so on; where they can find licensing information; and these trade 
mission members specifically advise business people on these requests. 
It is hard to track down a particular commercial transaction, but it 
still is going on all the time. 


STRENGTHENING FOREIGN SERVICE 


Mr. Bow. Now (4) is “Strengthening U.S. Government facilities, | 


including the Foreign Service and the Department field service.” 

Now, by golly, we are really getting into an area where I think you 
are going a little beyond what these trade missions are supposed to 
do when you talk about strengthening the Foreign Service. What 
have these missions done that has strengthened our Foreign Service 
abroad? 

Mr. Kearns. If I could show you cables from our Foreign Service. 
It focuses attention upon the commercial activities of the United 
States to the benefit of our foreign economic officers. It also adds 
personnel at the time the trade mission is in effect. We have gotten 
almost 100 percent support, and enthusiastic support, of the Foreign 
Service of this as an adjunct. 

* Mr. Bow. Then you do not mean you have strengthened US. 
Government facilities, including the Foreign Service and the Depart- 
ment field service? 

Mr. Kearns. Maybe “aid” would have been better than “‘strength- 
ened,’’ or perhaps “‘supplemented.”’ 

Mr. Bow. I am wondering what some of our Foreign Service officers 
will say when they read this justification and see you claim you are 
strengthening the Foreign Service by sending these trade missions out. 

Mr. Kearns. I question whether they would argue with it. 


REQUIREMENTS FOR FISCAL YEAR 1960 


Mr. Bow. Now, Mr. Kearns, tell me how badly you are going to be 
hurt if you get what you got last year. 

Mr. Kearns. We just will not be able to do the things we did this 
year. 

Mr. Bow. You do not think you did a very good job last year? | 

Mr. Kearns. I think we did a superhuman job. But I think it 
would be a terrible thing not to do the things we have listed here. 

Mr. Bow. Are you sure you have listed everything you think ought 
to be done? 


| 


\ 





| 
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Mr. Kearns. We have listed everything we feel is within reason. 
>hasi! Mr. Bow. That is all. 
| Mr. Preston. Mr. Horan. 


and | 
' EMPLOYMENT STATISTICS 
“e Mr. Horan. Mr. Kearns or Mr. Macy, your actual employment at 
dting the end of the year is 291 for fiscal year 1958? 
ning Mr. Macy. The end of fiscal year 1958? 
> on Mr. Horan. Yes. 


‘am? Mr. Nrietson. That is correct, 291 is the number at the end of the 


work | year. : 
Mr. Horan. Estimated at the end of the present fiscal year is 309? 


sak Mr. NIELSON. 309; yes, sir. 

rial | Mr. Horan. And you are requesting employment for 377? 
rade) Mr. Niewson. Our request shows 377. 

ests. | Mr. Horan. How many are in Washington? 


Mr. Horan. You have 33 field offices? 

Mr. Macy. That does not come within the budget of the Bureau of 
_ Foreign Commerce. 
| Mr. Nietson. That is included in the budget of the Business and 


wei | Mr. Macy. All of them, sir. 


ities, | Defense Services Administration. However, the field offices are 
utilized for both the BDSA and the Bureau of Foreign Commerce. 

you | 

d to | SOURCE OF INFORMATION FROM ABROAD 

hat 


all your employees being stationed in Washington? 
Mr. Kearns. That is easy to explain. We have a working ar- 


rice, , . 
ited | Tangement with the State Department whereunder the commercial 
dds | Officers in the various posts around the world work in part upon 


requirements of the Department of Commerce and they send in a 
constant flow of reports. 

Mr. Horan. To whom? 

Mr. Kearns. To the Department of Commerce. 

Mr. Horan. If they are State Department employees how would 
they do that? 

Mr. Kearns. Because of our cooperative arrangements. Twenty 
of our Commerce staff are authorized in Foreign Service activities and 
in turn we have State people in Commerce Department jobs to develop 


tten 
elgn 


US. 


Vice Mr. Horan. How do you get all this information from abroad with 
art- 
>th- 


cers 
better understanding. 


are 
out. Mr. Horan. Better understanding of what? 
Mr. Kearns. Of our operations, so we can better cooperate. 
These Foreign Service commercial officers are the source of our in- 
formation. 
Mr. Horan. They report to the State Department; do they not? 
» be _ Mr. Kearns. They report to us and to the State Department if it 
_ Js commercial information. 


this Mr. Horan. How long does it take you to get a report from a 
commercial attaché? 
_ Mr. Kearns. If it is an emergency matter you can get it almost 
it immediately. 
. Mr. Horan. In the case of pottery? 


ght 
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Mr. Kearns. You can get a specific answer, yes, in some cases. 

Mr. Horan. I do not think you did. 

I am not satisfied with your setup here. It is very loose. I think 
you ought to supply us with more information. : 

That is all, Mr. Chairman. 

Mr. Preston. Mr. Cederberg. 





Ss &, 


Export CoNnTROL 


Mr. CreperBerG. I note there is a decrease in your “Export con- 
trol’”’ appropriation of $372,166? 

Mr. Kearns. Yes, sir. 

Mr. CepERBERG. How many employees does that reduce? 

Mr. Macy. It is a reduction of 48 positions. 

Mr. CrorrserG. Where will the people that are now occupying 
those positions go? 


transferred to the new positions you are requesting in the budget? 
Do you have that information now or could you supply it for the 
record? 

Mr. Macy. Yes; we could. 

I should explain, however, that we are presently down to within 
seven people of the place we will need to be July 1 going into this 
budget on export control. 

Mr. CreprerBERG. In other words, the reduction has almost been 
made as of now? 

Mr. Macy. We have been planning this knowing we were going 
into this budget. We immediately started reducing and got it down 
so that by June 70 we will be down to this figure. 

Mr. CeperBeErG. Is it your policy to transfer your people, when a 
job they are in no longer exists, to other positions in the department 
they can properly fill? 

Mr. Macy. Indeed, we do. We feel, Mr. Congressman, and I think 
you will find the Civil Service Commission also feels, that we have 
one of the best employee training and operational personnel systems 
of any Government department at the present time. 

Mr. Cepersera. I| think that is commendable. 

Mr. Macy. But there are not many people under the Export Con- 
trol Administration thet can be transferred under this budget. But 
there is a possibility that some of the people that have gone out would 
be available to pick up in this other budget. 

Mr. CepersBerec. I think it is commendable to take care of vour 
employees who have been with you some time, but what concerns me 
is every time you cut down 40 you have 80 new positions. I was 
wondering if you were creating new jobs to take care of the reductions. 
Can you state categorically that that is not the case? 

Mr. Kearns. That is not the case here. We talked about ou 
requirements on a specific job basis. There was no relationship one 
with the other. 

Mr. Cererserc. As one member I find it hard to add personnel to 
any budget—this is not true only of Commerce but all departments— 
unless they can be clearly justified. 


That is all. 


Mr. Macy. Many of them will go out. | 
Mr. CeprerBerG. How many will go out and how many will be 

} 

' 








Ccon- 


Ying | 


1 be 
get? 
the 


thin | 
this | 


een 


ving 
Wn 
n a 
lent 
ink 
ave 

| 


»ms 


on- 
5 ut 
uld 

| 
our | 
me 
vas 
ns. 


yur 
ne 


to 





6$1 


Mr. Preston. Mr. Michel. 

Mr. Micuwu. I have several questions on trade fairs, but first, 
Mr. Kearns, our good friend from Ohio is interested in industry in his 
district and I have several industries affected by reciprocal trade 
agreements in my district. 


IMPORTS OF BARBED WIRE 


Just for my own information, are we still importing 50 percent of the 
barbed wire used in this country? 

Mr. Kzarns. I do not know. We could find that out for the 
record. 

(fhe following information was supplied later:) 


IMPpoRTS OF BARBED WiRE IN RELATION TO Domestic PropucTION AND TOTAL 
SUPPLY 


The following table shows for the period 1950 through 1958 and for 1939 the 
domestic production, exports and imports of barbed wire. 

The table indicates that there has been a sharp increase in the volume of 
imports of barbed wire in the period since 1950. It also indicates that the same 
period apparently witnessed a significant reduction in the total consumption of 
barbed wire. For example, during the first 3 years, 1950-52, the total of U.S. 
production and imports less U.S. exports averaged well over 200,000 short tons 
annually. For the final 3 years of the period the same figure averaged well under 
150,000 short tons. 

The combined result of the sharp inerease in imports and of the apparent 
reduction in total utilized of barbed wire caused the percentage which imports 
represent of total domestic supply to rise considerably more sharply than the 
volume of imports itself, 


U.S. production, exports and imports of barbed wire in 1939 and 1950 to 1958 
inclusive ! 


| 
| Imports as 


percent of 
} 





Year Production Exports | Imports | supply, or of 

| production 

| plus imports 

Short tons | Short tons Short tons | 

1939__ 5 hpiotnatiatie (Ldhkincedkpios ein 229, 807 | 59, 721 i7,079 | 6.9 
1950 ; oe af 238, 000 10, 976 9, 505 3.8 
1951. __- cai ic% : 238, 000 13, 900 | 7, 245 3.0 
1952 rat liuigsle . bb decade dual 241, 000 6, 663 26, 252 v8 
1953 la 7 he ut. Pe 164, 000 | 3,519 16, O89 | 8.9 
1954 = Ree s sedis ones 132, 346 | 3, 695 52, 948 28. 6 
1955 atta xia, toate eeatcenes 113, 372 | 1, 641 60, 084 | 34.6 
1956 E he 74, 318 | 1, O85 62, 296 | 45.6 
1957 fae iciabed bkerddeaa tl 59, 125 | 1, 340 63, 109 | 51.6 
Peet be ncnbsawe< Scdnccagbilatsin Sncicie pied actieakdan 56, 031 1, 179 | 59, 253 | 51.4 


' Net shipments as reported by the American Iron and Steel Institute are used to represent production; 
exports and imports as reported by the Bureau of the Census. 


Mr. Micueu. Last year, as I recall, roughly 50 percent of the barbed 
wire used in this rt, re was imported and roughly 20 percent of our 
nails, and, of course, with the steel negotiations now in progress, many 
of us are concerned about that. 

Mr. Macy. They continue to be imported but I would have to 
furnish the exact figures for the record. 

Mr. Micuen. These are not items on which vou are presently 
negotiating any changes, are you? 

Mr. Kearns. No, sir. 
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Mr. Micne.. But industry has asked for some relief, have they 
not? 

Mr. Kearns. Yes. The barbed wire industry, I believe, has a 
case before the Tariff Commission and this is the means by which an 


industry would get relief. You see, you have two things to consider 


in connection with exports. One is a reduction of impediments 
against our exports, and the other is the level of impediments against 
imports. 

TRADE FAIRS 


Mr. Micueu. Now, in these international trade fairs, who deter- | 


mines whether or not the United States participates? Is that done 
by the Department of Commerce? 

Mr. Kearns. That is done by a tripartite committee under the 
Operations Coordinating Board of the executive department, consist- 
ing of representatives of the Department of State, USIA, and Com- 
merce. ‘They determine which fairs we should participate in. 

Mr. Micue.. Is private industry now free to display their products 
in these fairs so long as they pick up the tab, or are they subsidized to 
a degree, or what determines what industries are allowed to exhibit 
their products in an international trade fair? 

Mr. Kearns. In an international trade fair, say for example we 
have determined we will exhibit at the Zagreb Fair in Yugoslavia. 
We notify industry we will exhibit there through our publications, 
Then we have industry divisions—— 

Mr. Mice. This is pretty broad? 

Mr. Kearns. Yes. We work through all the trade associations. 
Then we have an industry division that goes out and contacts specific 
businesses, usually as the result of consultations with trade associ- 
ations. We have had magnificent cooperation from industry. ‘Their 
contribution has been tremendous. They provide the equipment and 
the personnel to operate. We in most cases provide the transporta- 
tion. If the goods are sold in the country where exhibited we do not 
have to pay the transportation back. If they are not sold we pay the 
return transportation. Industry has even paid the transportation in 
some cases. 

Mr. Micue.. We are not sure that by the particular exhibit we are 
putting our best foot forward in that field? 

Mr. Kearns. No; there is no way of knowing that in advance any 
more than that a play on Broadway will be a success or failure. 

Mr. Micuev. One of the things that distressed me at the World’s 
Fair last year in our own exhibit was the fact that there was no anima- 
tion in so many of our exhibits. At any large department store during 
the Christmas holidays everything is moving and it attracts people. 
We do that in this country and w vhen we go y abroad we seem to lose 


all our imagination. I w onder how much of an incentive or shot in 
the arm we can give to this? 


Mr. Bow. Will the gentleman yield? 

Mr. Micuet. I shall be glad to. 

M1. Bow. Since the gentleman has referred to the Brussels Fair, 
[ think it is only fai to point out the Brussels Fair was under the 
State Department and was not a trade fair put on by the Department 
of Commerce. I just wanted to make sure the record shows that. 
We raised the same questions as to the Brussels Fair that the gentle- 
man is raising now in the State Department hearings. 
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Mr. Micue-. [| think I should say also that, while we were there we 
were given to understand that some of the other countries were making 
much more of a trade fair out of it than we were. I want to make sure 
when we are participating in a trade fair that we are displaying these 
things with the same imagination that industry has used right here in 
this country to promote their products. 

Mr. Kearns. I would certainly hope that sometime during the 
coming year the members of this committee could visit some of our 
exhibits. I think you will see a very fine quality of showmanship. 
We have an operation that is run by business people. The dirctor 
was in charge of merchandising for Armour & Co. before he came with 
us. In addition, we are able to call on the initiative of business that 
is just as interested as we are in making a good exhibit. There are 
some cases where our exhibits are not the best. In some cases they 
are not well conceived; in some cases they are not of broad enough 
scope; but in most cases they are. 

Last year in Zagreb we showed to 104 percent of the people that 
came to the fair. Many of the people who came to the fair came 
back to our exhibit. The American exhibit would be completely 
loaded with people and the rest of the exhibits would be sparsely 
covered. 

Mr. Micue.u. For the fair that will be held in Russia which the 
Vice President will attend, what part does Commerce play in that? 

Mr. Kearns. We are only playing a supporting role in that. We 
are offering our services in the shipment of materials, just a supporting 
role. 

Mr. Macy. May I clarify that and say the Department of Com- 
merce, yes, but the Bureau of Foreign Commerce in this budget has 
no funds for the Moscow Fair. 

Mr. Micueu. That is all. 

Mr. Horan. Mr. Chairman, may I ask another question? 

Mr. Preston. Mr. Horan. 


NEGOTIATION OF TRADE TREATIES 


Mr. Horan. When we use our facilities to negotiate trade treaties 
and we send a team to negotiate, who is the captain of that team? 

Mr. Kearns. The State Department. 

Mr. Horan. Are any members of industry invited to go to these 
trade negotiation meetings? 

Mr. Kearns. In the general negotiation sessions there is a public 
advisory committee usually composed of a member of industry, a 
member from labor, one from agriculture, and one from what is 
considered the general public. 

Mr. Horan. Does the negotiating team listen to them? 

Mr. Kearns. Absolutely. 

Mr. Horan. I have heard differently. 

Mr. Krarns. I have only participated in two but I know in those 
two they have been listened to. 

Mr. Horan. Mr. Chairman, I think the testimony of Mr. Kearns 
indicates we will have to fight Russian nationalism with an enlightened 
nationalism of our own. There comes a time you have to fight fire 
with fire, and the gentleman that testified about the Brazilian treaty, 
that is one that is very important to me, and I know at some of the 
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Geneva conferences the captain of the team practically ordered private 
enterprise out of the room because he tried to get up on his hindlegs 
and express himself. That is why I am forced ‘to be critical. I am | a 
little bit unhappy about having the State Department captain of the | 
team in negotiating hard facts. 

Mr. Kearns. In the last year or so we have worked out an arrange- 
ment that I feel will be helpful. In the GATT negotiations, for exam- 
ple, the State Department occupies the post of chairman and the Com- 
merce Department of vice chairman of the delegation. This does add 
an element of business interest. That is our prime concern. That, 
we think, will have considerable effect. The Commerce representa- 
tives participate in the decisions that are made as do those of the State 
Department. 

Mr. Horan. That is all, Mr. Chairman. 


REPORT ON NEW DELHI TRADE MISSION 


Mr. Preston. I have in my hand a file entitled, ‘Record of New 
Delhi Trade Mission, November 10, 1958—January 10, 1959, Planning, 
Conduct, Results.” 

This seems to be an entire file on this mission. 

Mr. Macy. It is a summary file. 

Mr. Preston. Is there another report filed by this group separate 
and apart from the report contained here? 

Mr. Hawk. There is a mimeograph report of which the one pub- | 
lished there is an extract. Some of it was shortened for the Foreign 
Commerce Weekly. ‘That is available. | 

Mr. Macy. They have a signed report but it is just slightly longer 
than the one you have there. 

Mr. Preston. I refer now to a personal report of a member of the 
trade mission to Delhi and northern India. 

Mr. Hawk. That is what we call a debriefing report, in that when 
the men come back to Commerce we have a questionnaire of some 50 
or 75 questions, primarily of an administrative nature, which we ask 
‘ach man so that we can improve the program and check mistakes 
of the past. 

Mr. Preston. This gentleman was interviewed by whom? 

Mr. Hawk. The manager of our Chicago field office. 

Mr. Presron. And he interviewed this member of the team for the 
Bureau of Foreign Commerce? 

Mr. Hawk. Right. 

: , kn : = 

Mr. Presron. It is an interesting interview. These two gentlemel 
seem to be on splendid terms. I would like to read a little from it. 

Question. * * *, we can probably get through this rather quickly. One ques 
tion that we would like to have your reaction to, in your opinion did the tour 
eover too many cities? 

Answer. I don’t know whether I would say too many cities were covered, but 
I do feel it was done too quickly. 

Question. Do you mean in the sense of too little time in each city? 

Answer. Too little time; yes, sir. And we, I know, hurt the feelings of some 
people because we had to rush from one meeting to another. When out visiting 
their plants we had to hurry away to make a meeting. We had the pressure of 
another meeting we had to attend in that city, or perhaps another city. 

Question. I suppose that there was a tendency in those countries to be a little 
more formal and strict than we are? 

Answer. They don’t work under quite the same speed that we do. 

Question. Easier to hurt their feelings? 


























vate 
legs 
ma 

the 


nge- 
am- 
om- 
add 
hat, 
nta- 
tate 


New 
ing, 


rate 


yuh. | 
elgn | 


iger 
the 


“hen 
e 50 
ask 


ikes 


the 


mel | 


t. 


jues- 
tour 


_ but 


some 


iting | 


re of 


little 





mT 


685 


Answer. Yes. 

Question. You think then that in this case too many cities were covered. 
The alternative probably would have been to spend more time in fewer cities? 

Answer. Yes, I would say that. 


Mr. Preston. Now, I will turn to page 5 


Question. * * *, you indicated that more time could have been given to fewer 
cities probably. How would you say that additional time could have been 
profitably spent? 


And now I want you to listen to this answer: 


Answer. Some of the time I am certain should be spent in visiting points of 
interest. It should cover the cultural background of the countries, because in 
our briefing in Washington we were told that our interpretation of a country to 
the people in the United States was an important part of our mission. In order 
to adequately interpret a country to the United States you have to have more 
than the knowledge of just the business elements. So I believe that several 
hours out of the day should be devoted attending the points of interest that the 
citizens believe are worthwhile in their community; and certainly India was 
replete with things of that kind. 

Question. I think those are good points. Have you any suggestions as to how 
much more time could have been devoted to that sort of thing? 

Answer. That is hard to say, because items of interest differ with each town. 
For instance, the Taj Mahal is classed as one of the Seven Wonders of the World, 
and our schedule was such we were able to visit it a half hour during the after- 
noon, and then at 11 o’clock that night we went out for another hour. 

Question. (Discussion off the record.) 

Question. * * * you commented about these visits and touched on the de- 
sirability from a cultural st: indpoint of seeing these things that are not com- 
mercial in nature. 

Answer. To reiterate, and to gather together some of the remarks that were 
made previously, I deem it of the utmost importance that more time be given to 
members of the mission. On the two missions that I accompanied, and those of 
two personal friends of mine, we found that sufficient time was not given to act 
in arelaxed manner. I feel that we could have increased the value of our mission 
by at least 25 percent had we not been so rushed. 

Question. * * * the questions here uncer “‘contact’’ presuppose that we give 
the details city by city. Do you feel in a position to do that, or would you like 
perhaps to give your reactions in some of the princip: il cities you visited, or maybe 
those that stand out better in your mind? I understand you had some 13 cities. 
Do you feel you could go city by city, or on a more selective basis? 

Answer. Without having definite notes on each city I couldn’t begin to com- 
ment on each one, because many of them are n erged together in my mind. It is 
difficult to separate them. Also, it would be rather difficult for us to determine 
what groups we had not met. Usually we were in a city for one day and would be 
so busy with consultations and plant visits, so that there wasn’t much time to 
determine what other group we might have missed. 

Question. Would you care, however, to pick maybe a few cities that you do 
recall specifically, and in that connection would you wish to select some cities now 
to discuss in a little more detail? 

Was enough time provided for individual consultation in all places? 

Answer. Ye. We were not rushed, and we were not compelled to cut off 
individual consultations because of a lack of time. There was enough time. 

Question. Well, * * * I think as long as it is rather difficult to get this on a 
city-by-city detail, we might as well pass on to the next question, if you agree. 

Answer. In general I would say from my knowledge of the people that we met, 
it seemed that they did represent a good cross-section of the business community 
and government officials. 


Now, turning to page 9: 


Question. How soon in your opinion could another mission possibly go to the 
same place? 

Answer. I think that question leads to a much broader one that we may 
deve ‘lop more fully later on. In the underdeveloped countries—and both of the 
missions that I was on were to such a place—visits have their greatest value not 
in the trade that is developed but in the mutual understanding and the appreciation 
of each country’s problems, so that in that case I suppose a permanent mission 
«ould be placed in a country and great value gotten from it. 
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Now, I have been having my doubts all day about these trips. 
It seems this gentleman does not place much emphasis on their value 
from a trade standpoint. Do you have a ready answer for that one? 

Mr. Kearns. I cannot say that I do. 

Mr. Preston. We have the State Department running the ex- 
change of persons department. We are not trying to run one here, 
too, are we? 

Mr. Kearns. Theirs is on an entirely different basis. The con- 
tacts are entirely different. The interest is entirely different. The 
contacts that are made here are made because the host country looks 
upon this as a trade mission. I think that that is an important 
distinction between an effort that might be considered an information, 
or propaganda effort. 

Mr. Yates. What is their purpose? 

Mr. Kearns. Their purpose is to talk with the business people of 
the host country upon problems of trade, industry, and economic 
development. 

Mr. Preston. Was their prime purpose to help them economically? 

Mr. Kearns. It is the prime purpose of helping us both, realizing 
we cannot progress far unless the host country also has some economic 
strength, so you do benefit yourself by helping them with their eco- 
nomic problems. 

Mr. Preston. I will read some more. 

Q. * * *, we come now to concrete results, which is a very important part of 
this guidance for the future. What specific trade, or licensing, or investment, or 
other business opportunities seemed outstanding to you and therefore would war- 
rant careful follow through? 

A. Of course, India is one of the underdeveloped countries. In our briefing 
session we were told that there were two parts to a mission; one was to develop 
trade, and the other to develop understanding between the people of the two 
countries and to generate as much good will as we could for the United States.~ 

India, being backward, does not offer the possibilities of trade, because they do 
not have the dollars necessary, nor do they have facilities for the kind of things 
that we use in the United States. So there I think we are on a long-range proposi- 
tion. 

The most important part—and I think it was accomplished in this India 
mission—was the development of a great deal of good will for the United States 
among the Indians and appreciation of our problems, and certainly on our part 
a deep appreciation and sympathy for the problems that confront the India 
people. 

As to specific opportunities that were developed, my particular field was that of 
retailing of goods connected with the handicraft production of India. There are 
many things that have to be done before India can export to the United States any 
sizeable quantity of handicraft goods. They certainly must have some way of 
gaining knowledge of the specific requirements of the U.8. market as to the quality, 
type, and style of different items that they produce. 

Mr. Kearns. May I point out in that issue of the Foreign Com- 
merce Weekly you have in there several pages devoted to purely 
commercial aspects of this mission, so in spite of the discussion there 
was in that case some very specific commercial benefits. 

Mr. Preston. I certainly would like for the record to show that 
there does appear to be a very satisfactory amount of space given to 
this mission in your bulletin, and I think some useful information is in 
it, very useful. 

Mr. Hawk. May I volunteer that the last exhibit is a reprint from 
an Indian newspaper reporting an exchange between the Communist 
leader and Mr. Nehru? 
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Mr. Pruston. I will be glad to refer to that. I was going to leave 
that out on account of time. 

This is a colloquy in their Parliament between the Minister of 
Commerce and a Member of Parliament whose political affiliations 
I am not certain of. Are you? 

Mr. Hawk. He is a Communist leader; yes. 

Mr. Preston. At any rate, he is cross-examining the Minister of 
Commerce and giving him a pretty hard time about it and the Prime 
Minister speaks up. 


May I know, sir, whether any private sector element can engage itself in such 
discussions in order to give some impression that the field is wide open for 100 
undertakings? 

That is 100 business opportunities for Americans to join with local Indians 
on in a partnership enterprise. 


Mr. Nehru rose and said: May I just say a word, sir? 


“As the question itself shows, this relates to small industries and petty indus- 
tries. There was a very fine exhibition here which perhaps the Honorable 
Member’s opposite did not go to. It was an American exhibition relating to small 
industries. It was a fascinating one showing a large number of small machines 
which could be made here or which could be obtained from here. Therefore, sir, 
we encouraged the mission which came from America. I encouraged them per- 
sonally. I think we certainly like these small machines to be made here or to be 
brought here, because we want to develop our country. There is a great difference 
in dealing with a major industry and a petty one, of course, not on a cottage scale, 
but on a village scale. We want to encourage them in every possible way, and we 
did encourage them. And it is obvious that when these people go there, to the 
exhibition, they discuss with them and ask, ‘‘Can we have these machines, and, if 
so, on what terms? Can we make these maehines here?’’ So, sir, all these 
discussions take place all over the place. These are not big industrial matters, 
but as I said, they are only petty industries on a village scale.” 


To that the Member said: 


Sir, I think my question has not been understood at all. I am not concerned 
with the import of machinery. Here the impression is given to the press that 
joint undertakings are proposed to be started between some Americans on the 
one hand and some India industrialists on the other. I want to know whether 
the Prime Minister would like to encourage such undertakings. 


The Prime Minister: 


Yes, I would, sir. But it all depends on the nature of the industry concerned. 
We would not come in their way, and sometimes, we would even actually encourage 
them. 


The Member again: 


Do I understand, sir, that these joint undertakings—100 or so—between 
Americans and Indians will be permitted in this country, so that they can take 
away the profits of the country? 


Mr. Nehru: 


Sir, this is a way to prevent profits from being taken away. It is the other way 
round. The Honorable Member has not understood the position. 


BUSINESS MEMBERS OF TRADE MISSIONS TO INTERNATIONAL FAIRS 


Mr. Preston. We will now insert in the record the business 
members of the U.S. Trade Mission to International Fairs. 
(The information referred to follows:) 
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REPRESENTATION EXPENSES ABROAD 

Mr. Preston. Nothing has been said in the general statement by 
the Secretary, or anyone that I know of, about this $12,000 in here 
for representation expenses abroad. 

How much have you had previously on this item? 

Mr. Macy. That item is an authority in this budget because of 
the transfer of the trade mission operation to this budget. The 
authorization was in the special fund legislation. We have been 
getting it in the past, and did this fiscal year, funds for certain repre- 
sentations out of the other budget for the transfer over to this budget. 
It is necessary, of course, to have the authority. 

Mr. Preston. How much did you have in 1959? 

Mr. Macy. The total amount that was allotted from that fund to 
the Bureau of Foreign Commerce for the fiscal year 1959 was $3,200. 
That took care of our representation funds for all except the central 
large reception put on jointly by the fair manager, the team leader, 
and the Ambassador at the opening of each of the fairs. That was 
done out of the funds allocated to the Office of International Trade 
Fairs rather than to ours. So this fund here is relatively small, fair 
by fair. It runs between $150 up to $450 per fair. 

“Mr. Preston. Is this related solely to fairs and not trade missions? 

Mr. Macy. This is strictly trade missions. 

Mr. Preston. Like the one to Delhi? 

Mr. Macy. That is right. 

Mr. Kearns. I think that I can clarify it. 

Mr. Preston. I do not know whether you can or not. As good as 
you are, I do not know whether you can clarify it or not. You intend 
to have one additional trade mission in 1960, yet you ask for $12,000. 
What is the reason for the large sum? 

Mr. Macy. The difference there, sir, is that we would be going to 
some countries where there is no central exhibit by the Office of Inter- 
national Trade Fairs, and therefore the Bureau of Foreign Commerce 
would be called upon to handle all the expense of representation while 
in the country, including the Ambassador’s reception, and so forth. 

Mr. Preston. Does this $3,200 represent all the representation 
money that was set apart or allocated by the Bureau of Foreign 
Commerce in the fiscal year 1959? 

Mr. Macy. This represents all the representation money that was 
allocated to the Bureau of Foreign Commerce out of the President’s 
fund. However, the Office of International Trade Fairs was allocated 
funds out of the same for representation, and they handle, as I say—— 

Mr. Preston. I understand that. This $12,000 is for the Bureau of 
Foreign Commerce? 

Mr. Macy. That is correct, sir. 

Mr. Preston. Did the Bureau of Foreign Commerce have any more 
funds other than the $3,200 in the fiscal year 1959? 

Mr. Macy. None. 

Mr. Preston. None at all? 

Mr. Macy. That is correct. 

Mr. Preston. I do not believe we have had any representation 
allowance justified before the subcommittee in prior years. 
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Mr. Macy. No, sir, and this will be only connected with the trade 
mission. There is no other operation of the Bureau of Foreign 
Commerce that covers this. 

Mr. Bow. Do I understand that you used up $3,200 last year? 

Mr. Macy. The allocation for this fiscal year was $3,200. 

Mr. Bow. I wonder if we could have for the examination of the 
committee the vouchers and requests and claims for this representa- 
tion allowance up to this time so that we may examine the manner in 
which the money was spent. 

Mr. Preston. Will you provide that information for us? 

Mr. Macy. We will provide it. The central office has it. 

Mr. Bow. Do you not have a voucher that comes in with the 
detailed statement on it as to what the money has been used for? 

Mr. Macy. That is correct, we do. 

Mr. Nrevson. I am sure we have a record. 

Mr. Preston. Send it to the committee so that we can take a look 
at it. 

We will insert the representation allocation in the record at this 
oint. 

. (The tabulation referred to follows:) 


Representation allocations, fiscal year 1959 








Fair Amount Current ob- | Unobligated 
allotted ligations balance 

SID so incennccckngcctdduenantccepeannssiageeak oiimadineed $150 $150. 00 0 
SS a ee ee ee 25 15. 47 $9. 53 
a a 200 200. 00 0 
WLS. «chan dutdansnacsana paseacediein eda ana usie 200 162. 42 37. 58 
DI TI san cin cose cochsssenc iv incnibina actin eh AME ae ese ea aaa 300 252. 13 47. 87 
ED cbvndtde ccdshadabsenn nile Joceaaaecasiemem ean sits 300 0 300. 00 
PIII acti sips ae tsk ta blgbirso ich sachin eae nla emailer 450 0 450. 00 
COD... cddcdcndnpancddenendwdsennseniies thatsadeneie 200 0 200. 00 
SN 2 i dae a ac paamnectaratas dine eee Maanee 175 0 175. 00 
a ae es ees ses aot pea tale aoe | 300 0 300. 00 
I io i a cca catchall 300 0 300. 00 
CN cigs eg san cedshagad owniwaieieneteen ina Leathe peed 300 0 300. 00 
MUS. caiccamaicocncosiuonsnsrawgkeecksmmenemeecedminihecoen 300 0 300. 00 

Ns bic inte ahd dices aubemgsdaieiak Pedekuiendoindinad 3, 200 780. 02 2, 419. 98 





NotTEe.—Obligations have not yet been received from the field for the last 8 missions. 


Export ConrTrRoL 


Program and financing 





| 
1958 actual | 1950 estimate 1960 estimate 
} | 











| 
Program by activities: Export control (total obligations)......| $3, 153, 389 $3, 197, 000 $2, 832, 000 
Financing: Unobligated balance no longer available ied ‘ 12, 611 
; — — — — | —__—— 
New obligational authority -._........-.--.------------.| 3, 166, 000 3, 197, 000 2, 832, 000 
;  sdicenasnantenirecnc st iinetpernnsieiae iat Leoni nanstiemtana 
New obligational authority: | 
Appropriation 3, 166, 000 3, 060, 000 2, 832, 000 
Proposed supplemental due to pay increases ; | 137, 000 pansies 
' 








40514—59——-45 
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Object classification 











1958 actual 1959 estimate | 1960 estimate 
Total number of permanent positions -_- See 265 217 
Average number of all employees Sond 251 | 212 
Number of employees at end of year__--_-- 236 | 217 
Average GS grade and salary ik anion Saciew owe Baek ake acne 8.0 20 | 8.2 $7,007 
—— S| 
01 Personal services: 
Permanent positions__..-....-- $1,756,443 | $1, 769, 574 $1, 552, 351 
Other personal services _-_-....-..----...-.-- ae 7, 337 7, 166 12, 229 
Rot eee sd = eaieashtleeclls iatieragtil ciabatta ie 
Total personal services..__..-.---- d itt | 1, 763, 780 | 1, 776, 740 | 1, 564, 580 
ee aia ae a 7, 803 | 14, 400 | 13, 250 
03 ‘Transportation of things-----.--.--- | B85 | 550 550 
04 Communication services................-- 53, 603 | 58, 750 56, 750 
06 Printing and reproduction... | 50, 155 61, 010 56, 630 
07 Other contractual services i areca | 10, O86 11, 400 10, 100 
Services performed by other agencies___. | 1, 147, 252 1, 143, 200 1, 014, 600 
08 Supplies and materials- 8, 650 11, 750 10, 700 
09 Equipment___-_- aii ipiede Saintly 2,191 | 3, 200 3, 200 
11 Grants, subsidies, and contributions. _- ; 108, O11 114, 850 101, 100 
13 Refunds, awards, and indemnities és 1, 087 | ee 
15 Taxes and assessments._.........._- 386 | 550 | 540) 
| — — ——| — —— — _ ey 
ital GUNN Sos oe a ceca ies 3, 153, 389 3, 197, 000 | 2, 832, 000 


Mr. Preston. This next item needs very little attention. It is 
under the heading of export control found on page 37 of the com- 
mittee print. 

(Nore.—See p. 680 for previous testimony on this subject.) 

We will insert in the record at this point pages 431 through page 433, 

(The pages referred to follow:) 


Summary of requirements 


Appropriation, 1959 {regular bill) _-_- a enreatedugnasbiadcaction at .--- $3,060, 000 
Add: 
Proposed supplemental due to pay increase nee . ‘ 137, 000 
Extra compensable day_._ cin aki ; Ee ; aan 7, 166 


144, 166 


Total. _- : ; peau : din ie 


Base for 1960_- 


Net difference—1960 over 1959: 


Export control... 


Total estimate 


of appropriation, 1960___- 


ode 3, 204, 166 


| Difference, 
increase (+) 

| or de- 
crease (—) 


Requirements 


1959 
adjusted 


1960 
estimate 


$3, 204,166 | $2,832,000 | —$372, 166 ~ 372, 166 


2, 832, 000 
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REDUCTION IN PROGRAM 


This shows a decrease in this item. Please answer for the record 
the two questions that I am going to propound. 

Explain the reasons for reduction in program, and where applied. 

(The information requested follows: ) 

The program reduction relates to the November 10, 1958, revision in the positive 
list. Current Export Bulletin 806 announcing this change stated in part: 
“The major effect of this net reduction in the positive list is the removal of vali- 
dated export license requirements on trade with friendly foreign countries in a 
significant number of exports.’”’ No change has been made in the licensing re- 


quirements for the Sino-Soviet bloe or for Hong Kong and Macao since November 
10, 1958. 


PROGRAM LEVEL 


Mr. Preston. Is it anticipated the program will stay at this level, 
or will it be reduced further? 

(The information requested follows:) 

It is not anticipated that there will be a further reduction. On the contrary, 
there has been one important change upward in the level of controls since Novem- 
ber 10, 1958—the reimposition of the requirement for a specific validated license 
for the shipment of copper to all destinations except Canada. Furthermore, 
effective June 1, 1959, the Bureau of Foreign Commerce will assume export 
licensing authority over civil aircraft, components and parts, and airborne elec- 
tronic equipment. These commodities have for some years been on the U.S. 
Munitions List and subject to licensing authority of the Office of Munitions Con- 
trol, Department of State. Controls over these items will be continued by the 
Department of Commerce at substantially the same levels as were maintained by 
the Department of State. 

In summary, there is no major area of this activity in which we anticipate a 
reduction. 

Mr. Preston. If there are no further questions, the hearings on 
the Bureau of Foreign Commerce are concluded. 


Wepnespay, May 6, 1959. 


CANAL ZONE GOVERNMENT—PANAMA CANAL 
COMPANY 


WITNESSES 


MAJ. GEN. W. E. POTTER, GOVERNOR OF CANAL ZONE, PRESIDENT, 
PANAMA CANAL COMPANY 

L. B. MAGNUSON, CHIEF, BUDGET AND RATES DIVISION 

P. L. STEERS, JR., COMPTROLLER 

MERRILL WHITMAN, SECRETARY 


Mr. Preston. The next item to be considered is the Canal Zone 
Government and the Panama Canal Company. 

We are delighted today to have the Governor of the Canal Zone 
with us, General Potter, who, in my judgment, is the best Governor 
the Canal Zone has ever had that I have had the privilege of know- 
ing. I think that you have done a splendid job on behalf of the 
United States, Governor Potter. 


Governor Porrer. Thank you. 
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Mr. Preston. You have always made a good presentation to the 


committee. 
Do you have a general statement that you wish to make at this 
time? 
GENERAL STATEMENT 


Governor Porrer. Mr. Chairman, I have a prepared statement 
which is a long statement and consequently I would lke to be excused 
from reading ‘it, but I would like to have it insert ed into the record. 
I would like very much to highlight a few points in that statement 
that I think will get to the important elements that your inspections 
this year disclosed. 

Mr. Preston. Very well. 

(The statement referred to follows :) 


Mr. Chairman and members of the committee, I am William E. Potter, Gover- 
nor of the Canal Zone and President of the Panama Canal Company. I appreci- 
ate the opportunity to present the fiscal year 1960 budget estimates of the 
Panama Canal Company, and the Canal Zone Government, and to give a progress 
report on certain of our major undertakings. I am accompanied by Mr. Whit- 
man, Secretary of the Company, Mr. Steers, Comptroller, and Mr. Magnuson, 
budget officer. Last year, this committee expressed its approval of the form 
content, and the full disclosure afforded by our budget justifications. We have 
tried this year to further improve our presentation. My opening statement to- 
day is lengthy, but the expressed interest of many Members of Congress in this 
vital facility may excuse its completeness. 


PANAMA CANAL COMPANY 
GENERAL 


As it has done since its reorganization in fiscal year 1952, we expect to finance 
the operating and capital programs of the Company through fiscal year 1960 
from earnings and other available resources. Although the Company requires 
no appropriation, we present our program for your examination and approval. 


Results of operations 


For the 7 years since reorganization, the Company’s annual net operating 
income has aver: ige $3.3 million although in 1958, the retroactive effect of 
legislated pay increases reduced the net operating income to $2.7 million. The 
forecast for 1959 as shown in the budget document is $1.9 million while for 1960 
our estimate is $3.3 million. As you know the Company not only recovers all 
direct operating expenses, but also repays into the Treasury the interest burden 
on the Government’s investment in the canal enterprise, the net cost of opera- 
tions of the Canal Zone Government, as well as the $430,000 annual annuity 
under the 1986 treaty with Panama. 


Canal traffic and tolls 


The combined tolls revenues from transiting vessels of all types to date for the 
current fiscal year 1959 are the highest in the canal’s history. ‘Traffic is at 
record levels despite the recent economic readjustment. 

We are looking forward to 1960 with optimism. Economic expansion in the 
areas served by the Panama Canal continues. The decline in world trade has 
run its course and recovery is taking place. Also, business has recovered in the 
United States. These things all point to continued growth in Panama Canal 
traffic. 

The Board of Directors has reviewed again the question of whether the toll 
rates conform to the formula provided by law and has concluded that no change 
in toll rates is required at this time. 


Water supply problem 


As a result of heavy traffic and an unusually early dry season, the Panama 
Canal is undergoing a most critical water supply period. To conserve Gatun 
Lake water for lockage use, hydroelectric power generation at Gatun has been 
curtailed and the diesel powerplants are being used to furnish the required 
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power. Diesel plant operation began on January 2 of this year and may be 
expected to continue through May. 


Capital program 

The 1960 capital program of the Company, which is listed in detail on pages 
129 through 131 of the justifications, calls for 1960 obligations of $15,494,000 and 
expenditures of $13,157,837. 


Canal improvements 

Last year, we reported to this committee the need for starting in 1959 a $19.1 
million canal improvement program to be accomplished in the years 1959 to 1962, 
which program could hold off the date of insufficient capacity. The approved 
program has now been initiated with preliminary installation of various types 
of lighting fixtures for cut and locks lighting and with the award of a contract 
for the widening of the cut through the Paraiso-Cucaracha reaches. The widen- 
ing project attracted wide interest with bids received from 17 firms represent- 
ing a broad segment of the U.S. heavy construction industry. Merrit, Chapman, 
and Scott of New York City was low bidder, $7,363,675. Company costs for 
drilling and dredging will be $3,007,000. 


Locks towing locomotives 

In August 1956 the Company entered into a testing and development type 
contract with the firm of R. G. LeTourneau, Inc., of Longview, Tex., for the 
design, development, installation, and testing of two prototype towing devices 
for the locks. The budget before you was based on the assumption that tests 
would prove successful and that towing devices of that type would be provided. 
Test program proved that a fender and boom attachment would not meet essen- 
tial requirements for ruggedness and dependability and, more important, that 
the useful width of the lock chambers would be materially reduced. We did, 
however, learn from the devices that two wire locomotives are practicable and 
the savings to be made from this result are important. We are also experiment- 
ing with a new fender device which, if practical, would further reduce capital 
costs. 


Replace tug, Navigation Division 

Our 1960 budget estimate includes as the only item of major floating plant a 
replacement tug for the Navigation Division. The tug to be replaced, an under- 
powered 31-year-old craft, will be held in the reserve fleet for use as required 
in dredging operations connected with the canal improvement program and will 
be disposed of as the improvement program is completed. The new tug, which 
will meet specifications developed through tests conducted at the David Taylor 
Model Basin, will be a twin screw, 2,400-horsepower vessel with maneuvering 
characteristics particularly suitable for assisting the ever-increasing number of 
large and unwieldy ships through Gaillard Cut. Designs for this vessel are 
nearly completed and it is expected that the contract therefor will be awarded 
later this fiseal year. 
Power conversion program 

The program of converting the power system and all power utilization equip- 
lent from 25 to 60 cycles is proceeding without difficulty. All major units of 
generating equipment have been cony erted, with the exception of one generator 
which has been temporarily retained at 25 cycles pending completion of the con- 
version of the locks. Except for the locks, almost all important consumer equip- 
ment has been converted. Conversion of the lock operating machinery has been 
completed at Pedro Miguel locks, and Miraflores and Gatun locks are being 
converted in turn. Further conversion work on the locks in connection with the 
replacement of the present 25-cycle towing locomotives by 60-cycle locomotives 
Will come later. Besides the conversion of the generator mentioned abov e, there 
remains the replacement of equipment in Miraflores substation, and voltage 
correction and remote control installation throughout the power system. All 
work of conversion is scheduled to be complete in fiscal year 1961. 


Pacific side railroad terminal 

The railroad facilities in the Canal Zone are being constructed in the town of 
Ancon immediately adjacent to Panama. After they are completed, the present 
facilities will be turned over to Panama under the terms of the 1955 treaty. The 
work of altering an existing building to provide freight terminal facilities is 
underway and Company forces are engaged in placing track facilities in the new 
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location. It is anticipated that the new freight terminal will be in operation 
in June. Designs and plans for a small passenger station are underway and 
construction is expected to start later in the year. It will not be in service until 
sometime in fiscal year 1960. 


Property transfers to the Republic of Panama 

Under the terms of the 1955 treaty with the Republic of Panama and the 
related memorandum of understanding, certain properties of the Panama Canal 
Company and the Canal Zone Government having a market value of some $22.3 
million are in process of being transferred to the Republic of Panama. Through 
December 1958 transfers in the amount of $9.6 million for the Panama Canal 
Company and $1.1 million for the Canal Zone Government had been accom- 
plished. The balance of the transfers, most of which must await vacating action 
and/or completion of construction, will be completed prior to the end of fiscal 
year 1960 and is so forecast in the budget before you. The market value at 
which the foregoing transfers are being made were established by Mr. Frank H. 
Weller, Chief Appraiser and Director of the Appraisal Division of the General 
Services Administration. The Company transfers, when completed, will result 
in a $19.5 million reduction to the Company’s interest base while the Canal Zone 
Government transfers in effect will add $1.5 million to the Company’s retained 
earnings. 

CANAL ZONE GOVERNMENT 


Public Law 85-759 provides in part that “whenever the President determines 
that there has been established a satisfactory system of accrual accounting for 
an appropriation or fund account, each proposed appropriation thereafter trans- 
mitted to the Congress for such account * * * shall be accompanied by a pro- 
posed limitation on annual accrued expenditures.” The Canal Zone Government 
meets these qualifications and our 1960 budget estimates, both for operating 
expenses and for capital outlay, provide for an accrued expenditure limitation. 
However, since our first need is for appropriations to provide the required 
obligational authority, the following details on Canal Zone Government re- 
quirements are addressed to obligations only. The bridge between obligations 
and accrued expenditures for each appropriation is shown in the program and 
financing statements in the budget document. 


Operating expenses 


The 1960 operating budget of the Canal Zone Government necessitates an 
appropriation request of $18,934,000. This is an increase of $901,000 over the 
total of the 1959 annual appropriation and supplemental requirements for 
legislated pay increases set forth in the budget document. On an appropriation 
basis, $377,400 of the increase is in the area of civil functions, $295,600 is for 
health and sanitation activities, and the remaining $228,000 pertains to general 
government expense. As may be seen in the table of variations appearing on 
pages 2 through 7 of our justifications, these increases are composed of numer- 
ous individual requirements, of which only a few exceed a cost of $25,000 each. 
Civil functions 

The principal increases in the civil functions activities are in the field of 
education, public areas, and facilities, and other civil affairs. Under the heading 
of education, for which an additional $92,400 funds are requested, the largest 
single item is $36,400 to cever additional costs of our program for handicapped 
children. This program is scheduled to reach full operational status in fiscal 
year 1960. A few classes were started during the 1957-58 school year. 

With the reopening of school in September 1958 and the return to duty of 18 
teachers who had been sent to the United States for special training, the pro- 
gram was expanded in the elementary schools. A program for children unable 
to attend regular school classes is now being conducted for the blind and par- 
tially seeing; the deaf and hard of hearing; the physically handicapped; and 
for some of the mentally handicapped. Special classes for students attending 
regular school classes are being conducted by itinerant teachers in remedial 
reading, speech correction, and occupational therapy. Special help is also being 
given to children in hospitals and children who are homebound. 

Four classrooms have been remodeled at Balboa elementary school and two 
classrooms were constructed at the Santa Cruz Latin American school for use 
in the special education program. Special equipment has been purchased and 
is now in use. There is no program in the Canal Zone in which I take more 
pride. Members of the committee have inspected the school in operation. 





>a 


———— 


poe 


Se 















tion 
and 


ntil 


nal 
22.3 
ugh 
nal 
om- 
‘ion 
cal 
- at 


‘ral 
sult 
one 
ned 


nes 
for 


ro- 
ent 
ing 
on. 
red 


ons 
ind 


an 
the 
for 
ion 
for 
ral 


er- 
ch. 


of 
ng 
ast 


-al 


r0- 
rle 
ir- 
nd 
ng 
jal 
ng 


vO 


re 





ry 


707 


Enrollment estimates and testing results indicate that in fiscal year 1960 
there will be 308 additional pupils in the U.S. schools and 213 additional pupils 
in the Latin-American schools in need of help in the areas of speech correction, 
remedial reading, occupational therapy, emotionally handicapped, blind and 
partially seeing, deaf and hard of hearing, physically handicapped, and mentally 
handicapped. The additional funds are needed in 1960 for seven additional 
teachers to round out our program and to provide education and assistance for 
all children needing special help. 

The remaining increase under the education program is to provide for a 
$15,000 increase in “Nonrecurring maintenance projects and supplies” and 
$40,700 “Additional salary costs.” This latter item covers additional teacher 
requirements, pay increases to Latin-American schoolteachers in line with degree 
qualifications, and other minor costs. 

Under “Public areas and facilities,” for which $118,100 additional funds are 
requested in 1960, $30,000 is to cover the first year of a 3-year $100,000 program 
to replace broken concrete on Madden Road. This road serves as a major 
connection with Panama’s Boyd-Roosevelt Highway across the isthmus and 
is subject to heavy commercial, military and civilian use. 

Another $30,000 is needed for operation and maintenance of sewage facilities 
installed under the Pacific side sewage disposal program. The remaining re- 
quirements under this head is for drainage and intersection improvements, 
drive, and sidewalk repairs. 

Under “Other civil affairs,” we are requesting $49,900 to strengthen our civil 
defense program by stockpiling medical supplies, cots, and litters, initiating 
identification and blood-typing programs, and adding a training officer. 

Health and sanitation 

Of the $295,600 increase in this area of operations, $193,000 is for “Hospitals 
and clinies,” while the remaining $102,000 is for “Other publie health services.” 
In the hospitals and clinics about 83 percent of the additional amount required 
is for personal services and civil service retirement fund contributions. This 
increase in personal services is primarily due to full-year employment of 
additional personnel authorized for fiscal year 1959 and continuing into fiscal 
year 1960 as a result of the implementation of portions of Dr. Falk’s recom- 
mendations on staffing. I have included an appendix on this point on accom- 
plishment of his suggestions. 

Other factors reflected in the personal services increases are the costs of the 
Canal Zone Wage and Employment Practices Act, provision for payment of that 
portion of the salary of superintendent, Palo Seco Leprosarium, now being 
paid as retirement annuity, and the effects of an additional day’s pay to many 
employees because of leap year. Nonrecurring maintenance remains at about 
the same level as for fiscal year 1959 with a slight increase in cost of work 
to be performed by other agencies. An increase of $22,000 in “Requirements for 
supplies and materials” reflects the rising costs of these items and includes 
provision for additional occupational materials for Corozal Hospital. 

Intensified malaria eradication and mosquito control measures instituted fol- 
lowing the outbreak of malaria in June 1957 have been continued with favorable 
results. Malaria cases contracted in the Canal Zone from June through De- 
cember 1957 were 141. The same period for 1958 showed only 23 cases, with 
none at all reported for the month of December. The effectiveness of the 
program has been demonstrated. Complete eradication of malaria in the 
Canal Zone will coincide with achievement of eradication of malaria in the Re- 
public of Panama, the target date being 1961-62. The control of mosquitoes 
and other biting insect pests is a continuing problem and $30,600 of the increase 
requested for “Other public health services” is to enable us to cope with this 
condition. The remainder of the increase is to cover the full year’s cost in 1960 
of positions filled for part of 1959, provisions for more adequate inspection of 
food-processing establishments, and other items. 


General government erpense 


The major increase in this expense group is $121,600 for the agency’s annual 
contribution to the civil service retirement fund for alien employees who gained 
this coverage under the Canal Zone Wage and Employment Practices Act. 
Another significant though nonrecurring item is a $68,100 provision for re- 
vising and reprinting the Canal Zone Code in 1960 authorized in Public Law 
85-596. The code has not been reexamined since 1934. 
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Capital outlay 


Capital obligations programed for fiscal year 1960 amount to $3,368,400, of 
which $272,400 will be financed from carryover funds. This leaves an appro- 
priation requirement of $3,096,000. The latter amount is about equal to the 
$3,100,000 appropriated in 1959, and, in addition to permitting routine replace. 
ments and additions, provides principally for three new schools; for designs, 
plans, and work preliminary to modifying Gorgas Hospital; and for initiation 
of a quarters replacement program. 


Schools ($1,461,000) 


In order to relieve the severe overcrowding of our Pacific side school system 
and to provide the minimum number of classrooms which the foreseeable pupil 
population will require, it is imperative that we increase the number of class- 
rooms. Our projections of pupil population, as well as the actual trend to 
date, indicate that we have entered a peak enrollment period which will not 
taper off until the 1970’s. The pending abandonment of the temporary frame 
La Boca School building, owing to its proximity to the alinement of the High 
Level Bridge, will further deplete our facilities. 

Construction of the new schools and continuing the use through the 1960's 
of certain frame structures unsatisfactory for permanent use will enable us 
to accommodate the foreseeable peakload. When the peak passes we will be 
able to contract our school plant by accomplishing the long-deferred retirement 
of the old frame structures and will thus be left with a permanent plant ade- 
quate for our anticipated needs. 

The structures which would be needed under the foregoing plan are as fol- 
lows: 

Junior high school plant, Diablo Heights ($679,000).—Under this project, 
the present Diablo Elementary School will be converted to junior high school 
use. This will include use of the present gymnasium basement for shower and 
locker facilities and a small shop and the construction of a new building to 
house laboratories and classroom facilities, a home-economics room, a music 
room, and necessary auxiliary facilities. 

Elementary school, Los Rios ($414,000).—This will be a 12-classroom school in 
a townsite presently without schoool facilities and will accommodate a portion 
of the Diablo Elementary School pupils displaced by the foregoing project. 

Elementary school, Diablo Heights ($368,000).—This will be an eight-class- 
room structure for use by the remainder of the pupils displaced by the above 
Diablo Junior High School project. 

While we are on the subject of schools, I would like to bring the committee 
up to date on the Coco Solo High School project which was discussed at length 
last year. As you will recall, there was some question as to whether the bar- 
racks building which was to become the new Coco Solo High School would be 
permanently transferred to this agency by the Navy. This matter has now been 
satisfactorily resolved, and we have the building under an interim license issued 
by the Navy pending final transfer. The formal transfer agreement will pro- 
vide that if an emergency necessitates utilization of Coco Solo and such need 
is certified by the Secretary of the Navy, we will immediately yield possession 
and control to that service of all except the original housing area. 

Gorgas Hospital ($550,000) 

This project provides for the replacement or rehabilitation of the present 
Gorgas Hospital. The need for and details of the project are covered in a 
report, dated January 1958, on the study of health services and requirements 
in the Canal Zone by the aforementioned consultant, Dr. Falk. He concluded 
that “needed investment in plant improvement is much too large to be met 
through minor improvisations at present budget levels. If Gorgas is to serve 
effectively as the base hospital and medical center for the Canal Zone’s entire 
system of personal health services, the obsolete plant must be improved or re- 
placed. therwise, standards will be increasingly difficult to maintain while 
wasting funds that could go a long way toward paying for the desired level of 
service.” 

Funds for a comprehensive study intended to develop recommendations, as 
well as to determine the portions of the existing hospital plant that could be 
continued in use for Gorgas Hospital were made available in the 1958 and 
1959 appropriations. A firm of hospital consultants was employed and _ sub- 
mitted a study report in the first half of fiscal year 1959 which will be used in 
connection with the preparation of designs and final plans. Funds requested 
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for fiscal year 1960 are for designs, plans, and other work preliminary to 
construction. 


Quarters replacement program, Pacific side ($265,000) 

Panama Canal Company housing construction is financed by that agency, but 
in addition to direct construction costs, there are also incurred utility and site 
preparation expenses which are the responsibility of the Canal Zone Govern- 
ment and form a part of that agency’s capital program. The housing replace- 
ment program scheduled for the period 1960 through 1965 contemplates a total 
outlay of $9,290,000 of which $1,570,000 will be for Canal Zone Government work. 
The $265,000 which we request to be appropriated for 1960 is for obligations 
to be incurred in that fiscal year for site and utility costs in connection with the 
La Boca portion of the project. The Company plans to start work amounting 
to $1,170,000 and actually spend $500,000 for construction in the La Boca area. 
Our determination of housing needs is based on our master plan long-range 
projection of force requirements, which shows a continued reduction in em- 
ployment. This determination shows need, in the Pacific area, for 1,818 family 
units and 299 bachelor units. We have, however, only 1,085 satisfactory family 
units and 104 satisfactory bachelor units, a shortage of 233 and 195 respectively 
even before considering vacancy allowances. In classifying family units as to 
whether or not they are satisfactory for continued usage, we have considered 
that units in the following categories are unsatisfactory for families: 

1. Those which have outlived their useful lives. 

2. Those having only one bedroom. 

3. Those having less than 900 square feet of floor area. 

4. Those requiring a family to live over or under another family in a 
frame unit. 

5. Those located in frame buildings containing more than two units and 
having rooms without direct natural light or ventilation. 

Other shortcomings such as high density of land usage, noisy location, or 
poor or inefficient plan were not considered serious enough to warrant with- 
drawal on those grounds alone. After providing for a normal 2% percent 
vacaney factor, and for transferring to bachelor service suitable quarters not 
satisfactory for family service, the required construction will consist of 233 
family and 60 bachelor units in the Pacific area including, in the family units, 
7 apartments to replace quarters lost as a result of the high level bridge aline- 
ment. 


Police cars 


We are proposing an appropriation language change which would exclude 
police-type vehicles from the dollar limitation on sedans imposed by the General 
Government Matters Appropriations Act. By removing this restriction, we will 
be able to purchase sedans with certain features particularly needed for police 
work. These features include items such as heavy duty transmissions, clutches, 
and radiators, large capacity fans, and vinyl upholstery. 


Other housing on isthmus 


As an item of interest, I would like to mention to the committee another 
Federal agency’s plans for housing construction in the Canal Zone. 

The Federal Aviation Agency, which has been using surplus Navy housing 
of temporary type, has recently been authorized to proceed with the construc- 
tion of 100-odd sets of permanent family housing in the Canal Zone. Agreement 
has been reached to locate this housing at Cardenas, a site which we partially 
developed several years ago prior to a cutback in the program for housing non- 
citizen employees. At the request of the FAA, the Panama Canal Company 
has agreed to serve as contracting agent for the design and construction of this 
development. Upon completion of this construction, the Panama Canal Com- 
pany and the Canal Zone Government will provide security, fire protection and 
maintenance services of all kinds on a full reimbursement absis. 


GENERAL 


Certain laws enacted during the closing days of the 85th Congress covering 
pay increases and other employment matters have increased considerably the 
costs of operation of the canal agencies, all of which increases will be absorbed 
by the Panama Canal Company. 

About $1 million was added to the payroll and related expenses of the Canal 
Zone Government and about the size for the Company, as a result of legisla- 
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tion granting increases in 1958 to classified employees, postal employees, teach- 
ers, policemen, and fire officers. 

The Canal Zone Wage and Employment Practices Act, Public Law 85-550, 
July 25, 1958, has also caused increased costs, in carrying out commitments 
to the Republic of Panama in connection with the 1955 treaty. This implement- 
ing statutes provides for the establishment of a Canal Zone merit system, ad- 
ministered by a central employment office, the expenses of which are borne 
on a prorata basis by all Government agencies in the Canal Zone. The act 
establishes a wage system which assures the same basic wage for U.S. 
citizens and noncitizens employed at any given grade level, provides equal 
opportunity as between qualified citizens and noncitizens in nonsecurity posi- 
tions, and confirms the principle of no discrimination on the basis of nationality 
in the evaluation, classification, or titling of any position. The act requires 
an appeals board to function in certain matters of classification and grade 
allocation of positions. And the act extends the Civil Service Retirement Act 
to a large number of noncitizen employees formerly excluded. 

The budget document calls for deletion of section 202 of the general provisions 
because that section is inconsistent with and is superseded by the Canal Zone 
Wage and Employment Practices Act described above. 

Application of this act has caused an annual increase of $165,300 in the Canal 
Zone Government’s operating expenses, and of about $1.8 million in the operat- 
ing expenses of the Panamal Canal Company. Of these amounts, about $1.1 
million represents the statutory contributions of the two agencies to the Civil 
Service Retirement Fund for the noncitizen employees not previously covered by 
the general retirement law. In addition, the Panama Canal Company this year 
made to the Civil Service Commission a single extraordinary payment of $4.7 
million to fund retroactively the past service of the noncitizen employees brought 
within the civil service retirement system by this statute. 

Although appropriated funds are required for the Canal Zone Government 
(not for the Company) to finance initially that agency’s portion of these in- 
creased costs, the U.S. Treasury will be reimbursed 100 percent, with the Pan- 
ama Canal Company absorbing the entire net cost out of revenues. Even with 
all additional costs, including those imposed by the new pay, retirement, and 
other employment legislation, the Panama Canal Company, which reimburses 
the Treasury for the net cost of the Canal Zone Government, expects to earn a 
modest net operating income in both fiscal years 1959 and 1960. This achieve- 
ment will result not only from rising revenues but also from the enforcement 
of minimum employment levels and from careful control of all other costs. 


PANAMA CANAL BRIDGE 


In August 1957 there was enacted a supplemental appropriation of $750,000 to 
commence engineering studies and to design the proposed high level bridge over 
the Canal at Balboa, pursuant to the 1955 treaty with Panama and the authoriz 
ing act of July 23, 1956. The Sverdrup and Parcel Engineering Co. was selected 
in November 1957 to design the structures. The last phase, superstructure de- 
sign, is expected to be completed in July, with advertising scheduled for August 
1959. In the 1959 Appropriation Act, an additional $19,250,000 was provided 
for the bridge, making a total of $20 million. 

The bridge was originally estimated in 1955 to cost $20 million; the construc- 
tion cost index since that time has gone up 21 percent and in addition, recent 
legislation calls for the application of the $1 Minimum Wage Act in the Canal 
Zone. The increased cost from these two factors is estimated at $6 million. 
This increase is partly offset by design economies of about $3 million, making 
the present cost estimate more nearly $23 million. 

The work is subdivided into four parts; namely, west approach, east approach, 
substructure, and superstructure. Bids for the bridge superstructure, the last 
of the work, are scheduled for October 1959, at which time we will be able to 
make an accurate determination of our requirements. We still feel there is 4 
chance to construct the bridge within the present $20 million appropriation. 
Therefore we will defer any request for additional funds until we are certain 
that they are needed. 

The bridge is being designed to fit any foreseeable channel location that might 
be used by a sea level or modified locks canal and it will be at a height to clear 
future marine traffic. 
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A consulting board, comprised of five eminent American civil, structural, 
foundation, and highway engineers, and a bridge architect, has been retained 
for advice and guidance during layout and design of the structure and has ap- 
proved the preliminary report pertaining to type and location. 

This, gentlemen, concludes my prepared statement. I shall be happy to 
answer any questions pertaining to this vital enterprise which you may care 
to bring up. 

APPENDIX 


ACCOMPLISHMENT OF RECOMMENDATIONS MADE By Dr. I. S. FALK CoveriIne 
STAFFING OF VARIOUS HEALTH BurEAvu UNITS 


Office of the Health Director: 
One stenographer employed. 
Division of Sanitation: 

One entomologist employed. 

Division of Preventive Medicine and Quarantine: 

Two public health nurses and two clerical employees employed for school 
health activity. 

One schoo] physician in process of recruitment. 

One quarantine (medical) officer in process of recruitment; visiting nurse 
service scheduled for fiscal year 1961. 

Division of Veterinary Medicine: 
Two veterinarians and one food inspector scheduled for fiscal year 1960. 
Corozal Hospital: 

One each, nurse (psychiatric), head dietitian, recreational worker, social 
worker, and seven attendants (assisting in recreational and occupational 
therapy) employed. 

One occupational therapist in process of recruitment. 

One clinical psychologist scheduled for fiscal year 1960. 

Gorgas Hospital: 

One laboratory technician, one stenographer; three clerical employees, and 
five attendants employed. 

Five medical officers, four nurses, one medical records librarian, one tumor 
registrar and one psychologist in process of recruitment. 

One dietitian, two medical officers, one outpatient clinic manager, two 
clerical employees, and four attendants scheduled for 1960. 

Coco Solo Hospital: 

Three medical officers (for outpatient service), one laboratory technician, 

and four attendants employed. 
’alo Seco Leprosarium : 
One medical officer and one attendant scheduled for fiscal year 1960. 


Mr. Preston. You may proceed. 

Governor Porrrr. I might say, first, that I appreciate so much the 
fact that you, Mr. Bow, Mr. Shelley, Mr. Horan, and every member 
at this table, has been down to inspect the canal this year and has 
offered very worthwhile and valuable advice on various items having 
to do with our operations. I feel that I get guidance all year long 
from Members of Congress who do take the time to go down there. 

This year, unfortunately, there were fewer than last year. Last year 
I think I mentioned that 28 Congressmen having to do with the 
operation visited us. This year there were fewer. I am hoping that 
in the coming fall and winter we will see people down there during 
the dry season, which is the only practical time to make an inspection. 

One of the reasons that I would like to make this statement short 
and not read it is the fact that in the area of Government expenditures 
there are 78 items that I could discuss. Only 13 of those are over 
$25,000. Each item is important, but I think that it would be un- 
toward for me to discuss 78 items, most of which are under $25,000. 
As you well know, our operation is complex. 
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CANAL ZONE GOVERNMENT 


Program and financing 





NT 


1958 actual 


(h) Library 
(i) Internal security 
(j) Other civil affairs 
2. Health and sanitz ation: 
(a) Hospitals and clinics d 
(6) Other public health services__ | 
3. General government expense: | 
(a) Office of the Governor. | 
(6) Other general government 


Program by activities 
1. Civil functions 

(a) Customs and immigration 
(5) Postal service - _ - - a 
(c) Police protection- 
0) SRO C owen binkindicnnbuonwer 
(e) Judicial system s 
(f) Education 
(g) Public areas and facilities | 


expense _ __ at 
' 
| 


Total program costs ite. 
Unfunded adjustments to total operating costs | 
Depreciation included above on facilities and equip- 4 
ment capitalized under capital outlay appropriation | 


(— 


ae 


Other costs included above 

Total program costs, funded | 
4. Relation of costs to accrued expenditures: Costs 

financed from accrued expenditures of other years, | 
net (—) 

Total accrued expenditures__.....---.---- ; aeaeea 
Unpaid undelivered orders brought forward | 
Adjustment of unpaid undelivered orders brought forward 
Unpaid undelivered orders carried forward... 


Financing: 
Unobligated balance no longer available-.-- 


New oblig: 


New obligational authority: 
A ppropriation _- Sacaee 
Proposed supplemental due to pay increases- - 


Ap »propriations: 
ceo ee eee eee See ee eee ee 
Supplemental requireme nts included in 1959 estimates 


IEE RE ee da ieda nba adaden mp iingea> 


Repayments to Treasury (including depreciation): 
Revenue: 
Hospitals and clinics_- 
Education 
Postal service 
Fire protection . 3 
BR dichncageanchnawkiengnenckbeséeee ommgaé 


PN 2 i es eas a cele 
Net costs reimbursable by ‘Panama Canal C ompany ote 


Total repayable to Treasury--....------ 


Total program (obligations) a 
| 


ational authority. -- 





$417, 006 
1, 060, 839 
1, 574, 078 
1, 019, 307 
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3, 331, 397 
1, 311, 931 
101, 642 
103, 984 
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1, 033, 000 
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1960 estimate 
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4, 150, 300 
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6, 576, 400 
928, 900 
76, 600 
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Mr. Preston. Governor, which subjects do you plan to discuss in 


your statement first? 


Governor Porrrr. The first item is on page 3 about midway down 
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Governor Porrer. Yes. I will deal largely with the government 
first. 

Mr. Preston. We will insert pages 2 through 7A in the record at 
this point. 

(The pages referred to follow :) 


Canal Zone Government variations in operating expenses for 1960 


SMEOanproprintiow If GDM) BCC. acncnnccchnwceee ciupsinnine stein $17, 000, 000 

Legislated pay increases as estimated in budget document___---~- 1, 033, 000 
Total obligations estimated for 1959 (exclusive of items pro- 

posed for later transmission) .__.....-_----~- - anaintitlis eX ce x 18, 033, 000 

Unpaid undelivered orders brought forward___-.-.--------------- 108, 549 

Unpaid undelivered orders carried forward__-~---------------- — 93, 549 


Total accrued expenditures estimated for 1959 (exclusive of 
items proposed for later transmission )____-_-_-_._._.______~ 18, 048, 000 
DGPTOCANOD: on nccncnccmimasenneneteinnenn sb caiens tt aeieen debs 982, 800 





Total accrued operating costs estimated for 1959 (exlusive 
of items proposed for later transmission) ~.-......----.- 19, 030, 800 


Operating cost variations, 1959-60: 
Civil functions: 
Customs and immigration (p. 9): 


EEE OnE > SE I ia sig access dale’ cn eimai etal dias 1, 700 
Paint exterior of all buildings at immigration station_ 7, 500 
1959 maintenance nonrecurring in 1960_-...-------_ —2, 700 
Increase in appropriation requirement____.-_.--_~_ 6, 500 
Additional depreciation (no effect on fund require- 
RONEN) a ccicichaneth bated dvi dincieidenith Sencreemtiamntel™ 400 
Increase in accrued costs_....---—- Diicitiistinn tentigin ess 6, 900 


Canal Zone postal service (p. 9) : 
Transportation cost increase caused by greater volume 





OE RII ako as Sexes nants abate ela ia a Saikacinn ieieaeieen eS 5, 500 
Increased stamp purchases and printing aa laa th 14, 300 
ssc of U.S. special delivery stamps for sale through 
(BOT DONG DORE CUO iain SkE cect bn ereiaaenigeel 5,000 
Nonrecurring maintenance at Margarita and Balboa 
TORE ORCOE. 611s: 13cpcshep ini tolpeinesetie-nimaphinieebeebwess aikmire 1, 500 
Increase in appropriation requirement.____......__~_ 26, 300 
inoreene 5: BCCTOE  CORLS....ncsaddanvenin<daceberenbebte 26, 300 
Police protection (p. 10) : 
Increased vehicle Tonal COS uc nn cicnnienienuiiememaset 6, 000 
Increased maintenance costs__......_..-_-__________ 7, 500 
Increased costs due to improved employee training 
NN So kia ee nica ddan aoe 7, 200 


Cost of additional workload resulting from peniten- 
tiary census increase partly offset by force realine- 


TU, ace BS ire cacti ecs aslenaena 10, 000 
Cost of 1 additional day____- ba ach et catetaeet 4, 200 
Cost of Canal Zone Wage and E mploy ment Pr: actice es 

PON es oe cca ack ach cpm sac. tag evince co espinal ude 2, 200 

Increase in appropriation requirement ________- 37, 100 


Additional depreciation (no effect on fund require- 


ments) 8, 600 


RCRGR GS Tek Gere COE 5 en ee 8 so 45, 700 
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Operating cost variations, 1959-60—Continued 
Civil functions—Continued 
Fire protection (p. 10) : 
Nonrecurring maintenance (repair to fire stations) _—_- 
Provision for overtime pay for firemen (Public Law 
WON sae oe cis Gated cewek. 
Cost of Canal Zone Wage and Employment Practices 
WG sii sri oats 8s Ve 
Ceopt-oF -iieriiemen Obey en et lt Soe bsz ee 
1959 maintenance nonrecurring in 1960_...._._.______~- 
Increase in appropriation requirement_____....___- 
Additional depreciation (no effect on fund require- 
ments) 


ineroses im aecraed costes... 2 Ss ek 

Judicial system (p. 11): 
Cost of Canal Zone Wage and Employment Practices 
Wee eee ae AS) A eee bee 2. 


Decrease in appropriation requirement 


pectoee te eocrged costes. 2... ee. oS oe oe 
Education (p. 11): 
Increased cost of school health unit (reduced lapses) —- 
Additional cost of salary schedules for Latin-Ameri- 
Gam -eeonimany Wm se et a Be Se 
Repairs to Balboa High School athletic field__._______ 
Replacement of wood floors with tile in various schools— 
Additional teachers, U.S. citizen schools_........____ 
Increased cost of program for handicapped children__ 
Replacement of wood underframing with steel, Diablo 
Heights gym (deferred from 1959) __..-___________ 
Increased cost of work performed by Panama Canal 
INI a pre te a Oa oe ce 
Ren epen ener (NIN URI on ee amines 
Cost of additional day___-__~- pee ee a eRe 
Cost of Canal Zone Wage and Employment Practices 


Increase in appropriation requirement___._.________ 
Additional depreciation (no effect on fund require- 
ments) 








Canal Zone Government variations in operating expenses for 1960—Continued 
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Operating cost variations, 1959-60—Continued 
Civil functions—Continued 
Public areas and facilities (p. 12): 


Repairs to drives and sidewalks to quarters__.-~ _-- 
Drainage correction to 2 rivers providing drainage for 
Albrook Air Force Base (deferred from 1959) ___--- 
Maintenance of sewer pumps, comminutors, and sewage 
treatment plants (sewerage disposal program, Pacific 
SMI Scskascasin sed qe tots ums pads cn-ctesasuanns ecleeeg a enlee te ietaamenaieien aiaac om 
Intersection and drainage improvements, Randolph Rd_ 
lst year of 3-year program for replacement of broken 
CONT Ce, NE HE nena ne mansae ais awenas 
Restoration of regular maintenance funds diverted to 
Coco Solo and France Field street and sewer mainte- 
Sar Tae, Fs aioe cons week: kes te cmareis etaeene eee 
Increased cost of work performed by Panama Canal 
ANI cerns ars ce kebagh eens ceca en ene emia saaien ceadie Dni ah aaa me 
Regular maintenance of Thatcher Highway___-_----_~-- 
Restoration of funds for normal maintenance of street 
RI a oa saree cc cles can ret ein emsentonsiccs Ateiaows 
1959 maintenance nonrecurring in 1960___.-____----__ 


Increase in appropriation requirement________----- 
Decreased depreciation (no effect on fund require- 
I as te ec cate mec ee ein tp tnmiciis amren aeeaiaapeie 


PRCTORNG I GUCrEOG COGUR. <u> nu onnmeoeuaanaun= 


Library (p. 13): 


Increased cost of book procurement resulting from in- 
creased book circulation in 1958 and subsequent ; ris- 
ing cost of English and Spanish language books; and 
RRA Weer PU oak oie cece cvicierecenes cease eoecmanentice 

OR CONG Cr en ee nee aane 

re ie CI, TI ce cserenesigig eore-genceens 

Cost of Canal Zone Wage and Employment Practices 


PE Se aS Ss oe OE asada remann eon regione 
Increase in appropriation requirement__________~_- 


CPOE Te CI oder rere erases eee 


Internal security (p. 13): 


Full year occupancy in 1960 of 1 position filled for only 
TEU Ge eee ON Sea sek bene ode basen 


Increase in appropriation requirement__________- ; 


Tncreakbe in acerued’ conte... 


40514—59 46 


Canal Zone Government variations in operating expenses for 1960—Continued 


$25, 800 
17, 600 
30, 000 
17, 800 


30, 000 


22, 200 


19, 900 
9, 800 


4, 100 
—59, 100 


118, 100 
—32, 500 


85, 600 


5, 000 
1, 200 

300 
2, 200 
8, 700 


8, 700 


2, 100 
2, 100 


2, 100 
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Canal Zone Government variations in operating expenses for 1960—Continued 


Operating cost variations, 1959-60—Continued 
Civil functions—Continued 
Other civil affairs (p. 138) : 





Un 0 as ais basin ims $49, 900 
Addition of one student trainee to office of civil affairs 
GIGCIOr (ORerrGd TPGi 1000)... cee peweecers<-- 5, 600 
nS acc ria ear amt ees i 700) 
Increased transportation, printing, and material costs_-_ 60 
Extraordinary maintenance of license section validating 
ON ea ia arias ee di hniecrieansamadinaiieria exon aa Ream 300 
Increase in appropriation requirement___---_----- 57, 100 
E> TE SCENE STII oo oe cpeccecatn ain meg aienamnenes 57, 100 








Summary, civil functions: 


Increase in appropriation requirement____-__- 377, 400 
DG rie Oeoremeen. —7, 
Increase in accrued costs_____.....-____.- ee 370, 100 


Health and sanitation: 
Hospitals and clinics (page 14) : 
Full year occupancy in 1960 of positions occupied for 
only part of year in 1959, Gorgas and Coco Solo 


Hospitais__ < Saiehinivinin aeaewe a 96, 300 
Additional employees Gorgas ; Hospital and Palo Seco 

Leprosarium_-__-_ Sean = aeetngetaieoananbiete 24, 700 
Provision for payment of full salary to superintendent 

SO ia IE 6, 300 
Cost of Canal Zone Wage and Employment Practices 

a il eae Sa heneihinbirteterts sci eae iiesilla aaa tina 30, 100 
Increased cost of work perfor med by Panama Canal 

{| Cg ow Sreecner earner le a al 11, 300 
Increased cost of supplies: and materials partly offset 

by decreased in-patient days, net_._._.__-_.___..._____ 17, 200 
RSSAUESG: ONL MPRIRE RIOR UN os asi imiensipie i igen de 3, 700 
Increased supply requirements for occupational and 

recreational activities, Corozal Hospital_____-- i 4, 800 
Increased preventive maintenance, Corozal Hospital___ 2, 000 


Continuation of modernization of buildings at Corozal 
Hospital and replacement of barred doors and 


ON TR 6 seis rascal Re bei leer Seances 30, 400 
Rebricking boiler, Corozal DIT os nninnchn inci steth 4, 700 
Interior painting and repairs to Coco Solo Hospital and 

selected areas of Gorgas Hospital__......._________ 27, 800 
Exterior painting and repairs at Gorgas, Coco Solo and 

CORI tN a eae A 17, 600 
Replacement of deteriorated electric wiring and water 

lines @¢ Coco Solo Hoanital___....... ~~... 5 13, 000 
1959 maintenance nonrecurring in 1960_______________ —96, 900 

Increase in appropriation requirement______________ 193, 000 
Additional depreciation (no effect on fund require- 

SINT a a Ea a i ee 39, 600 





Increase in accrued costs 
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Canal Zone Government variations in operating expenses for 1960—Continued 


Operating cost variations, 1959-60—Continued 
Health and sanitation—Continued 
Other public health services (p. 18) : 
Full year occupancy in 1960 of positions filled for only 
GME 1k, tt Sens biel han sek le Phan selec eran $27, 300 
Additional employments and other costs for more ade- 
quate coverage at Corozal animal quarantine hospital 


and inspection of food processing establishments__- 22, 700 
Cost of Canal Zone Wage and Employment Practices 
PAI caicnisiceinsiiche State hitter ND ctiieascl te cds oniate ain tedden ReactieeE Ron 2 600 
PUGUCACIONDS TERN ick es i Rindenbie cnc taeicaneansentet= 8, 000 
Cemetery road repair (deferred from 1959) _-..------- 6, 900 
Increased cost of work performed by Panama Canal 
AI ates li te ttlanies Se ctaietlns inspec picts = amas teats 3, 800 
Increased cost of supplies and materials__......------ 700 
Additional supplies for malaria and culicoides control 
DROSTRET ooo. <..4:55omatinedicias thai’ aadaaieeenedti~ 30, 600 
Increase in appropriation requirement____..------_- 102, 600 
1959 decrease in undelivered orders nonrecurring in 
1960 (no effect on fund requirements) --.----------- —15, 000 
Additional depreciation (no effect on fund require- 
GR Goch ae de ane webuenbacne. cbdanedansien 2, 000 
ERCP Tk I i iio chs Sinisan nike Sonate as sce 89, 600 
Summary, health and sanitation: 
Increase in appropriation requirement__________ 295, 600 
Additional depreciation and change in unde 
ROE SRN, Oi ices Scams anltiiiie B in enh catenin 26, 600 
Increase 10, ACCEIOE, COREG Sc cteice eas 322, 200 


General government: 
Office of the Governor (p. 19): 
Provision for contingencies of the Governor___________ 15, 000 
Additional cost of operating and maintaining Gov- 
ernor’s residence (full year in 1960 versus part year 


1 WOOO) ee I ae 1, 900 
COOGEE Gt, BOF | ok dati ech ee ee 200 
Increase in appropriation requirement______________ 17, 100 
inerease if aceTued costs... = <35 ese eek 17, 100 
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Canal Zone Government variations in operating expenses for 1960—Continued 


Operating cost variations, 1959-60—Continued 
General government—Continued 
Other general government expenses (p. 19) : 
Cost of Canal Zone Wage and Employment Practices 
Act (alien cash relief discontinued, replaced by dis- 
tribution of employer’s contribution to civil serv- 





eS o> LSE RR LLU $121, 600 
Increased employees’ U.S. travel (based on cost experi- 

ence applied to expected number of travelers) —_-__-_ 17, 100 
Provision for revision of Canal Zone Code_______-_-_- 68, 100 
Interior painting, civil affairs building______- IS 10, 000 
Additional boundary survey work____---_--_--_--_-_- 5, 000 
Increased cost of work performed by Panama Canal 

UN esc eee a ee Se cae ea in 3, 900 
Reduced recruitment and repatriation (lesser number 

of new employments in 1960) __..-.....--_..-.._- —12, 700 
Decreased repatriation of aliens______________________ —2, 000 
Other minor teeacwens, net. =... Lk —100 

Increase in appropriation requirement______________ 210, 900 
Additional depreciation (no effect on fund require- 

ON eke eee a era ie na es ns See ee eee 6, T00 
SU tr I OE on ce ciate 217, 600 


Summary—General government : 


Increased in appropriation requirement_________ 228, 000 
Additional depreciation__........_..___________ 6, 700 


Tnerease in accrued costs_.._.......__....._.. 234, T00 


Summary—Canal Zone Government operating expenses: 


aap ete alas ca sacs ts a 19, 957, 800 
pie plea Stewie ccc cuenta iae ecm ecn ecard 1, 023, 800 


1960 appropriation request (and estimated accrued expendi- 
cera a ce ee re a wes arg eee ook 18, 934, 000 


Mr. Preston. Will you proceed ? 


Accrued operating costs estimated for 1960 
Less depreciation (nonfund) 
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INCREASED COST FOR HANDICAPPED CHILDREN 


Governor Porrer. The first item is the increased cost to the pro- 
gram for handicapped children. The increase requested is $36,400 
over last year. ‘The main reason for that, sir, is for the production, 
and I say “production” advisedly, of seven additional teachers. We 
have about 500 students who are receiving aid in one form or another 
from these teachers in the handicapped area. Actually, we only have 
72 full-time students. There are only 72 who must be in the handi- 
capped program at all times. But in the speech defective group we 
have 100 of our own and it is proposed to take on 200 Latin American 
students who have speech defects. 

The retarded reader is an area that I did not realize was so impor- 
tant. .A retarded reader is one who cannot keep up with his class 
because he cannot assimilate reading material. In that particular 
area we are going to have 275 pupils that we would like to add to 
our program this year. 

In occupational therapy we would like to add about 70 more pupils 
in that area. This year, we would like to add for the first time some 
of the mentally retarded and take the easiest cases first. 

All of you, I believe, have inspected the handicapped school and 
seen the devotion of those teachers. The hardest part of the job— 
that is, to really get going—has been accomplished. We now have an 
association of parents of the retarded children who have taken leader- 
ship in this program. It is the kind of leadership that will provide 
for the continuation of this education at home: the parents are taking 
children back and forth to school, taking them to the swimming pools, 
and so on, 





IMPROVEMENTS TO THE GORGAS HOSPITAL 


The next item is an increase of $160,000. It is not given as one 
item on page 6 of the justifications, but it is a summation of several 
items having to do with a Falk program and report for the improve- 
ment of the Gor gas Hospital. Largely, the $160,000 is the full year 
payment to people who were hired under the F alk program last year 
but who were recruited late in the year and consequently did not 
get a full year’s pay and hence were not charged against us for a full 
year. 
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INCREASES DUE TO SINGLE WAGE PLAN 


Also, there is an amount there for the single wage plan, increases 
due to the single wage plan amounting to $30,000. 


MALARIA CONTROL 


Under malaria control I would like to call your attention to the fact 
that 2 years ago I came in here with an emergency request for ad- 
ditional money because of the upsurge of malaria in the zone. In 
1957 we had 141 cases of malaria. Due to the program that you au- 
thorized in 1958 we had but 23 cases last year. 


INSECT CONTROL 


For insect control, shown on page 7 of the justifications, we are ask- 
ing for $30,600, which goes beyond the malaria program to continue 
our program for the eradication of the sand fly, which is quite a pest 
in the Coco Solo area. 


GENERAL GOVERNMENT EXPENSE 


Under general government expense there is a rather large amount 
shown, some $200, 000, but $121,600 of that is additional char ges on 
us because of the single wage plan where for the first time, our Latin 
American employees come under the civil service retirement system 
and hence the Government must pay the 614 percent on their salaries 
into the civil service retirement fund. This $121,600 is specifically 
to pay that amount. 


CANAL ZONE CODE REVISION 


There is another amount down there for $68, 100 on page 7A of the 
justifications for the Canal Zone Code revision. Last year we were 
authorized to go into this revision. Our code is a separate legal code, 
“ssentially it is the original code, I believe, that was authorized in 
1923 or 1924. 

Mr. Wuirman. It was authorized in 1928 and enacted in 1934. 

Governor Porrrer. Those two amounts make up this rather large 
amount for other general governmental expenses. 
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Mr. Preston. How do we determine from these pages what the 
amount was in the current fiscal year ? 

Governor Porrrr. That is shown on the first page, page 1B of the 
justifications. ; 

Mr. Preston. There is a summary figure there. 

Mr. Sreers. Are you referring to the individual items? You will 
notice that each subheading refers to a page number. If you will 
turn to page 2 you will note the subheading “Customs and immigra- 
tion—page 9”. If you turn to page 9 you will find the details of this 
program. 

Mr. Preston. Does page 9 give you the prior years? 

Mr. Steers. Yes, sir. 

Mr. Preston. Your adjusted figure for 1959 was $19,030,800 ? 

Governor Porrrr. Yes, $19,030,800. 

Mr. Preston. I see that you have depreciation in there. 

Governor Porrer. Well, we have to carry depreciation, but it is 
nonfunded. 

Mr. Sreers. The 1959 appropriation is $18,033,000. That is ex- 
cluding the nonfund item, and the 1960 request is for $18,934,000. 
This is an increase of $901,000 over 1959. 

Mr. Preston. That is what I wanted to get in the record so that 
we will know what we are talking about. 

(The page referred to follows:) 


Summary—Canal Zone Government variations in operating expenses for1960 


Acrued Obligations 











costs (appropria- 
| tions) 

leet . sci |__| 

i ol ie ky Wes | $19,030,800 | $18, 033, 000 
Increases, 1960 over 1959: 

ata NNN, SAO Oh 2 chk cohen ecswaggueoaandl <noeaiie ‘ 370, 100 377, 400 

Health and sanitation (pp. 6-7)_........-..--.--.----- Paes nate tala -| 322, 200 | 295, 600 

CeUEIITG OPENED (95s ODD « ine vr edneccas cnnwubsccccee@bcauceueahesusses 234, 700 228, 000 

IN Go wo diccemad cede ickotets cabs taubheecsetdudpeeyenee 927, 000 901, 000 

a a ae ee _| 19,957,800 | 18, 934, 000 





Governor Porrer. I was explaining those increases. 
Mr. Preston. I realize that. We have not talked about the net 
difference in the budget that we customarily do at the outset. 
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Governor Porrer. Our next item is the capital for the Canal Zone 
Government, and that appears on page 25 of the justifications. 


Mr. Preston. We will insert page 
record at this point. 
(The page referred to follows :) 





25 of the justifications in the | 
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CONSTRUCTION OF SCHOOLS 


Governor Porrer. The final items that are to me of importance 
are: No. 1, the increase in the amount for construction of schools. 
This last year we had to utilize 12 classrooms in the La Boca School 
which had been abandoned 2 years ago. We must give up those 
classrooms when the bridge gets to the area of the substructure 
which will start next year. Also, we are crowded in our high school 
and grade school in Balboa, so this budget does provide for a perma- 
nent building, a junior high school at Diablo for $679,000, 

Governor Porrrer. A 12-room elementary school at Los Rios and 
an 8-room elementary school at Diablo. 

If I could use this chart which I have—you see, sir, the canal runs 
through the center of this chart and on the west bank we have at 
Fort Kobbe an elementary school. At Diablo, which sits over here 
on the east side, presently an elementary school; at La Boca, 12 tem- 
porary class rooms; and at Balboa, our regular major school, high 
school, and junior college, and junior high school. 

At Balboa we propose to move the junior high school to Diablo 
and also build an elementary school of 12 classrooms. 

Los Rios, which is one of our major towns, has no school at all at 
the present time and we are building, just up the road from Los Rios, 
for Federal Aviation Agency (FAA) a major town of 120 dwell- 
ings, where the FAA staff will live. They will run a rather com- 
plex aeronautics system. This school will take care of them also. 

The story of our students and our prediction of students disturbs 
me at times. We were wrong by 300 students in our last year’s 
presentation to the committee. We had 300 more students in the 
Canal Zone than we had predicted and 300 more students in 7-plus 
extra classrooms of students, spread over the whole town. 

Mr. Preston. How did you miss the figure? Did you have a 
census of babies around the town? 

Governor Porrer. We go to the military and ask them what their 
strength is going to be. We go to the other Government agencies 
oo operate in the zone and ask them what their strength is going 
to be, 

We also look at our own history. We know that pretty well, sir, 
because all our kids are presently in school, but we do not have any 
control over the number of military families that come in. The 
estimate that we now live with in 1959 is 2,070 in the junior-senior 
high school, and in the elementary schools in 1959, 3,310. 

In 1960, we see that there is going to be a slight decrease in the 
elementary schools, but there will be an increase in the high schools 
because of our knowledge of the people who are graduating from the 
eighth grade, or elementary schools, at the present time. 

The point that I had to assure myself of, sir, was, Is there going 
to be a continuing population in the Canal Zone to take care of, fill, 
or use this school plan we are proposing for you at the present 
time? Some of this we were going to propose last year, but decided 
to wait. to see how much the military did downgrade their require- 
ments in the zone. 

The military is not downgrading their requirements any more at 
the present time. They have a rather large Capehart housing pro- 
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gram that is going on which will provide them with more houses than 
they have at the present time. At the present time the military is 
occupying 40 of our houses at Gamboa. Also, they have a great 
many people who live in Panama City, rent houses there. With the 
increase of housing for the military as visualized in this Capehart 
program, and with the figures that they give us of children per 
family, I can assure you that with the military strength, which can- 
not be made any less, that for our junior-senior high school we have 
a slight downgrading of population from 2171 in 1960 to 2014, or 
about 150 through 1967. 

In the elementary schools, almost a leveling out of our elementary 
school population from now on out: These buildings proposed will 
be concrete block types, permanent structures so that we will not be 
bothered with termites and big maintenance costs. 

The information on this program I have just described starts on 
page 49 and continues through page 52 of the justification. 

(The pages referred to follow :) 


Crvit Functions NONRECURRING PROJECTS 
Junior high school plant, Diablo Heights 


Project total | Fiscal year Fiscal year | Subsequent 
1959 1960 








NNN, oti series tereserermnar anand -| $679, 000 $15,000 | $585, 000 $79, 000 
NER open enter | 679, 00 | 15, 000 | 100, 000 564, 000 





This item is to provide adequate facilities for the secondary school system in 
the Pacific area. At present both the junior high school and senior high school 
are housed in a single set of buildings, which are badly overcrowded and do not 
permit adequate separation of the two groups of students. A portion of this 
plant is of temporary frame construction which is near the end of its useful life. 

Our master-plan program for U.S. citizen school facilities forecasts an increase 
of 20 percent in the enrollments of these school units within the next 3 years, 
which cannot be absorbed in the present plant. These studies show that the 
quickest and best method of providing the needed expansion for the secondary 
schools is to convert the present Diablo Heights Elementary School for use as 
the Pacific area junior high school, taking advantage of the existing gymnasium 
and athletic field, constructing a new wing to house special rooms required to 
supplement the present 17 classrooms, and altering the gymnasium building to 
provide adequate shower and locker rooms, music room, and shop. In conjunc- 
tion with this transfer, suitable elementary school facilities will be provided by 
construction of small units in Los Rios and Diablo Heights as replacement of 
the present Diablo Heights unit, the Pedro Miguel unit which is needed as a 
Latin American school, and the temporary kindergarten setup in the old frame 
fire station at Diablo Heights. These two units are submitted separately in 
sequence, but they constitute a single package. 

Pending completion of the new units, some temporary relief of crowded con- 
ditions will be provided by use of the former La Boca High School for ele 
mentary grades, and transferring some junior high classes into the Balboa Ele- 
mentary School. This makeshift arrangement cannot be extended more than 2 
years because construction of the bridge requires abandonment of the La Boca 
building. 

The use of the frame elementary school in Diablo Heights for secondary school 
activities not only relieves the present and anticipated critical classroom short- 
age in the Pacific area, but also prevents overexpansion with permanent ma- 
sonry structures during this period of high enrolments. Future plans provide 
that when the projected decline in enrollments reaches the junior high school 
level in the late 1960’s the frame structure can be replaced with a smaller unit 
designed to meet the requirements at that time. This project was submitted in 
the fiscal year 1958 budget, and $30,000 was allowed for preliminary work. 
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These funds are being used to complete the designs of the elementary and sec- 
ondary school plant. 

The estimate for the secondary school project has been increased to include 
replacement of deteriorated plumbing and modernization of the lighting system 
in the present Diablo Heights school building. These items were listed for later 
accomplishment under the annual program for improvements, additions, and 
replacements to school plant, but they are of first priority and should be accom- 
plished in conjunction with the conversion work. 


Construct elementary school, Los Rios 





Project total | Fiscal year | Fiscal year 
1959 1960 





Obligations < -. .ss 2 5 soe ek nso nnd yeh siden dae ctien sensing $414, 000 $5, 000 $409, 000 
DS otinncdichocanntncnancnnaDhaiiiaireannwednitaantaded 414, 000 5, 000 409, 000 





As discussed in the item “Junior high school plant, Diablo Heights,” it is 
proposed to convert the present Diablo Heights Elementary School for use as 
the Pacific area junior high school. This move takes 17 classrooms from the 
elementary grades. Replacements for these rooms is to be obtained by con- 
struction of new elementary schools in the towns of Los Rios and Diablo 
Heights. The construction proposed consists of a 12-classroom school at Los 
Rios and an &-classroom school at Diablo Heights. The new schools are to be 
one-story masonry structures similar in design to the newer buildings in the 
school plant. 

In arriving at the total room requirements consideration was given to the 
present critical shortage of classrooms resulting from the designation of the 
Pedro Miguel school for Latin American school use, the alleviation of over- 
crowded classroom conditions, and the handicapped children training program 
balanced against the long-range forecast of a gradual decline in elementary 
school population. The two schools thus will fit into present and future plans 
and will not be surplus to future needs. 

Because of the shortage of classrooms conversion of the existing Diablo 
Heights building cannot be undertaken until the new elementary schools are 
activated. The schedule developed for the overall project therefore, provides 
for completion of elementary school designs in fiscal year 1959 so that contracts 
may be awarded and construction initiated immediately in fiscal year 1960. 
The new construction, and the conversion work, although listed herein as three 
separate items, are in fact a single package and funds must be available for 
all three in the same appropriation. 


Construct elementary school, Diablo Heights 





| 
Project total | Fiscal year | Fiscal year 
1959 1960 


, 000 $358, 000 
000 


ne 2 S208 SOUS De os Latha Sime Sethe $368, 000 $1 
1 358, 000 


Expenditures_...........--- ian gk Pet Riis Dene i a de aa ile 368, 000 


As discussed in the two preceding items, it is proposed to convert the present 
Diablo Heights Elementary School for use as the Pacific area junior high school 
and to obtain replacement elementary classrooms by construction of new ele- 
mentary schools in the towns of Los Rios and Diablo Heights. The construc- 
tion proposed at Diablo Heights consists of a one-story, eight-classroom, masonry 
structure following the design of the newer elementary buildings in the school 
plant. 

As stated in the Los Rios item the total room requirements were determined 
by balancing the present critical shortage of classrooms resulting from the desig- 
nation of the Pedro Miguel School for Latin American school use, and the al- 
leviation of overcrowded classroom conditions, and the handicapped children, 
training program against the long-range forecast of a gradual decline in ele- 
mentary school population. The new construction thus will fit into present 
and future plans, and will not be surplus to future needs. 
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Again as stated in the Los Rios item, the elementary construction and the 
conversion work to provide a junior high school plant are in fact a single pack. 
age, and funds for all three must be included in the same appropriation. 

Would you like me to stop there and be questioned on that ? 

Mr. Preston. What is the total amount involved ? 

Governor Porrer. The total amount involved 

Mr. Preston. For junior high school ? 

Governor Porrer. The junior high school will have a total cost of 
$679,000. The Los Rios Elementary School, $414,000, and the Diablo 
Elementary School, $368,000. 

These are capital items which we will depreciate over the years, 

Mr. Preston. What is the total capital outlay figure? 

Governor Porrer. The total capital outlay is $3,100,000, the same 
as we asked for last year, for the government. 

Mr. Preston. Yes, the Canal Zone Government. Governor, are you 
taking up items that will make up this $3.1 million ? 

Governor Porrer. Yes, sir. 

Mr. Preston. All right, proceed. 

Governor Porrrr. The next major item, sir, is housing. 

Mr. Preston. What page is that on? 

Mr. Bow. Will you yield, Mr. Chairman ? 

Mr. Preston. Yes. 

Mr. Bow. Have you completed your testimony on schools? 

Governor Porter. Yes, sir. 

Mr. Bow. May [ask a question ? 

Mr. Preston. Any time, gentlemen. 

Mr. Bow. I have a question on schools. At this point, I would like | 
to compliment the Governor for the great progress that has been made | 
in the Canal Zone on schools, and particularly on the school for the 
handicapped. I think it is a magnificent thing that has been done. 

Governor, are these schools that you have testified to as to planning 
all on the Pacific side? 

Governor Porrer. Yes, sir. 

Mr. Bow. You have not completed all your schools? How about the 
Navy barracks you have taken over, over there? Aren’t you going 
forward with that school? 

Governor Porrer. Last year I reported difficulty, sir. That diff- 
culty has been eliminated. The elementary school which was to be in 
the old bachelor officers’ building is completed, and a finer school does 
not exist. 

Mr. Bow. I have seen it. It isa beautiful job you have done. How 
about the big building you and I went through, the Navy had turned 
over to the Canal Zone Government ? 

Governor Porrrr. The contract has been let for somewhat less than 
our estimate. 

The contractor is ahead of his schedule. We will open classes there 
in September, although facilities like the auditorium and the machine 
shop will not be finished until January. 

Mr. Bow. You have sufficient authorization for completion ? 

Governor Portrer. Yes, sir. 

Mr. Bow. There is no money in this for the Atlantic side at all. You 
are only now seeking to complete your Pacific side? 
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Governor Porrer. That is right, sir. The money you gave us last 
year is producing the schools that will keep the Atlantic side—— 
" Mr. Bow. That new one will be completed this fall? 

Governor Porrer. We will have the classrooms and educational 
facilities done by September. 

Mr. Bow. That is all. 

Mr. Preston. All right. You gentlemen understand that we will 
ask questions as we go along. 

HOUSING 


Governor Porrer. Sir, the next project is large on the Government 
side but larger on the company side, and that 1s the replacement of 
housing. 

Mr. Horan. What pages are they on ? 

Governor Porrrr. The details for the Government side are on page 
59, and the details for the company side are on page 162. 

Mr. Preston. Are you going to take up both of them at the same 
time ¢ 

Governor Porrer. I more or less have to. Let me deal with housing 
as a whole and testify only from page 59. I think that will cover the 
company side also, sir, which does not require appropriation. 

(The pages referred to follow :) 


GENERAL GOVERNMENT NONRECURRING PROJECTS 


Quarters replacement program, Pacific side 


Project Fiscal year | Subsequent 
total 1960 


NR ccteieetipnactenbywetndwas dp dish<aghbah das. $1, 570, 000 $265, 000 $1, 305, 000 
DIEING ino 36.000 macacenephneneinanhe abou es mrere nanny 570, 000 255, 000 1, 315, 000 


This item initiates a program to replace substandard U.S. citizen employee 
housing on the Pacific side. A complete discussion and presentation of the 
problem, together with an overall program, is presented in a master plan report 
entitled “Program for Housing Facilities for U.S. Citizens.” The entire program 
is estimated to cost $9,290,000, of which $7,720,000 is to be funded by the com- 
pany and $1,570,000 by Canal Zone Government appropriations. 

As noted in the master plan, to develop the number of units required the 
present ratio of housing assignments to total force and the present split as 
between bachelor and family assignments was applied to the long-range pro- 
jection of force requirements, which is less than current employment. On 
this basis it was determined that 1,318 family units and 299 bachelor units 
will be required in the Pacific area. There are, however, only 1,085 satisfactory 
family and 104 satisfactory bachelor units available, indicating a shortage of 
233 family and 195 bachelor units without any allowance for normal vacancies. 
In classifying housing which is adequate for family living in the Tropics, we 
have ruled out those units which have outlived their useful lives, or have 
only one bedroom, or have less than $00 square feet of floor area, or require 
4 family to live over or under another family in a frame structure, or are located 
in frame buildings housing more than two units, and have no natural light 
and ventilation for all rooms either direct or via open porch. Consideration 
also was given to other factors such as high density of land usage, noisy loca- 
Hon, and poor or inefficient plan. These latter shortcomings, although ad- 
mittedly undesirable, have not been judged serious enough to warrant discarding 
an otherwise satisfactory housing unit prior to the expiration of its useful 
life. After weighing all factors, it is proposed to construct 238 family units 
and 60 bachelor units in the Pacific area. Included in the total of family 
units are seven apartments, which will be replacements for quarters lost as a 
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result of the construction of the east approach of the new bridge across ‘the 
eanal. Allowance for normal vacancies (2% percent) will be provided by 
retaining 36 of the units in 4-apartment frame buildings for family use. Bache- 
lor accommodations, including allowance for vacancies, are to be obtained by 
new construction as above, and by diverting 152 units in the Pacific area from 
family assignment to bachelor assignment. The housing to be transferred from 
family assignment consists of 24 single bedroom units in 4-apartment frame 
buildings and 128 small 2-bedroom apartments in similar frame structures, 
These units are unsuitable for family use but are considered adequate as 
bachelor accommodations. In addition, it is proposed to construct apartment 
buildings for bachelor occupancy. 

Housing replacements on the Pacific side will be made partly within the limits 
of existing townsites, but some expansion will be required and this is to be 
obtained in the former Latin-American community of La Boca, which is the 
only open area available on which any appreciable number of units may be 
started. A portion of this location will be used in 1959 for the bridge replace 
ment units as part of the bridge project. This project will start in the same area 
in 1960 with 45 units, and followup in 1961 with at least 30 units. Under this 
schedule demolition to secure sites in Balboa Heights and Ancon will start in 
1960, and new construction will get underway in those areas in 1961. The 
handling of the program in an orderly manner thus requires that the work be 
spread over several years, and accordingly the program extends through fiscal 
year 1965. The tentative schedule adopted for the Government portion of the 
program is as follows: 

Programed starts 


Fiscal year: Amount 
hashish ais Slane eae scene Eo at ers Bae mee $270, 000 

a an ad omega oo pupion comtgwdviden ee oleh oes 460, 000 

ce ea ai tae neki eee hk ee. 380, 000 
I a ce ik See salen cranes sibel 250, 000 
aici eit ae a he EE 2 SV SUAS EASE cess 180, 000 
RR RC ree ae ee ee ee re 30, 000 
ee eres ee eens . 1, 570, 000 


The authorization requested herein provides for the Canal Zone Government 
site and utility costs in connection with the La Boca project. Funds to accomplish 
the work incident to the construction of the first 45 family units and chargeable 
to the Company are being included in the Panama Canal Company budget. 


QUARTERS REPLACEMENT PROGRAM, PaAciFic SIDE 


INR Uitte 055 ahs Se eeaadenth. ie entes bursa. pn eltienuecie $7,720, 000 
Fiscal year 1960 obligation schedule_____________------_-_-_-_--. 1, 070, 000 
Fiscal year 1960 expenditure schedule________----__-_______--_____ 500, 000 


This item initiates a program to replace substandard U.S. community housing 
on the Pacific side. A complete discussion and presentation of the problem, 
together with an overall program, is presented in a master plan report entitled 
“Program for Housing Facilities for U.S. Citizens.” The entire program is 
estimated to cost $9,290,000, of which $7,720,000 is to be funded by the Company 
and $1,570,000 by Canal Zone Government appropriations. 

As noted in the master plan, to develop the number of units required the 
present ratio of housing assignments to total force and the present split as 
between bachelor and family assignments was applied to the long-range projec- 
tion of force requirements which is less than current employment. On this 
basis it was determined that 1,318 family units and 299 bachelor units will be 
required in the Pacific area. There are, however, only 1,085 satisfactory family 
and 104 satisfactory bachelor units available, indicating a shortage of 233 family 
and 195 bachelor units without any allowance for normal vacancies. In classi- 
fying housing which is adequate for family living in the tropics, we have ruled 
out those units which have outlived their useful lives, or have only one bedroom, 
or have less than 900 square feet of floor area, or require a family to live over 
or under another family in a frame structure, or are located in frame buildings 
housing more than two units, and have no natural light and ventilation for all 
rooms either direct or via open porch. Consideration also was given to other 
factors such as high density of land usage, nosiy location, and poor or inefficient 
plan. These latter shortcomings, although admittedly undesirable, have not 
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peen judged serious enough to warrant discarding an otherwise satisfactory 
housing unit prior to the expiration of its useful life. After weighing all fac- 
tors, it is proposed to construct 238 family units and 60 bachelor units in the 
Pacific area. Included in the total of family units are 7 apartments, which 
will be replacements for quarters lost as a result of the construction of the 
east approach of the new bridge across the canal. Allowance for normal va- 
eancies (2% percent) will be provided by retaining 36 of the units in 4-apart- 
ment frame buildings for family use. Bachelor accommodations, including 
allowance for vacancies, are to be obtained by new construction as above, and 
by diverting 152 units in the Pacific area from family assignment to bachelor 
assignment. The housing to be transferred from family assignment consists 
of 24 single bedroom units in 4-apartment frame buildings and 128 small 2- 
bedroom apartments in similar frame structures. These units are unsuitable 
for family use but are considered adequate as bachelor accommodations. In 
addition, it is proposed to construct apartment buildings for bachelor occupancy. 

Housing replacements on the Pacific side will be made partly within the limits 
of existing townsites, but some expansion will be required and this is to be ob- 
tained in the former Latin-American community townsite of La Boca, which is 
the only open area available on which any appreciable number of units may be 
started. A portion of this location will be used in 1959 for the bridge replacement 
units as part of the bridge project. This project will start in the same area in 
1960 with 45 units, and followup in 1961 with at least 30 units. Under this 
schedule demolition to secure sites in Balboa Heights and Ancon will start in 
1960, and new construction will get underway in those areas in 1961. The han- 
dling of the program in an orderly manner thus requires that the work be spread 
over several years, and accordingly the program extends through fiscal year 
1965. The tentative schedule adopted for the Company portion of the program 
is as follows: 

Programed starts 


Fiscal year: Amount 
a a a ad he a $1, 170, 000 

FO sa a a ee a Oa ee tat ee 2, 170, 000 
SI siesta cect ein haleceiscciaaichacsinigh es aera ad oa PS EE eh ees 1, 900, 000 
I ida. bi ehh mL rl a OAR TE ck nthimnls{ ete edeae 1, 460, 000 

a a I I 830, 000 
I as cas acess na ae hae as ae a i 190, 000 
TOUR SU ae es SL Se eos i ee 7, 720, 000 


The authorization requested herein provides for the Company costs incident 
to the construction of the first 45 family units at La Boca. Funds to accomplish 
necessary site and utility work chargeable to the Canal Zone Government are 
being requested in the Canal Zone Government budget. 

Mr. Preston. All right. 

Governor Porrer. When the Company was formed in 1951, all of 
the housing that was to be taken over was thoroughly examined and 
certain of it kept and certain new towns were built: For instance, 
Paraiso, new housing in Balboa and Ancon. 

Much’ of that housing i is very unsatisfactory, but in order to know 
what housing we needed for the future, we made a ve ery extensive 
plan of the housing needs of the whole Comp: any-Government based on 
a decreasing population that we would gain by efficiency of operation. 

The Government program for this new housing, sir, which involves 
eventual construction by 1965 of 252 sets, and the construction and 
rehabilitation of 195 bachelor units, some of which we will make out 
of existing 1-bedroom family units, will cost a total of $9,290,000, of 
which only $1,570,000 will be a Canal Zone Government item. 

On the honsing, sir, we have another chart which will be passed 
out. That is, again, the Pacific side because on the Atlantic side we 
have plenty of housing from having taken over Coca Solo and on the 

acific side we have an area where we have nothing but 12-family 
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quarters. You have seen them, sir. I took Mr. Preston and Mr. Bow 
through them a month ago. They are not suitable for family living, 
There are 196 of those apartments, some of which we can use for 
bachelors, but in order to take care of that problem and some houses 
that were built in the thirties, which are now not only worn out but 
impossible of rehabilitation with any sensible kind of money. We 
have come up with a plan for the replacement and construction of 
housing in the Canal Zone which involves, starting from the top of 
the map, at Corozal, 5 singles and 5 duplexes in an area marked; 
in Balboa Heights, 5 singles and 8 duplexes for a total of 21 
in these various areas where now unsatisfactory and old housing ex- 
ists; in La Boca we intend to have a brand new town. We chose La 
Boca because it was once a town and some of the streets and sewerage 
and lighting presently exists. We will have in La Boca 107 apart- 
ments and in Balboa, in various places shown here, a total of 60 
apartments. 

The area of La Boca is already started, sir, because in building the 
bridge which you see here marked in red it was necessary for us to 
destroy seven apartments presently occunied, and we started a con- 
struction of seven apartments in this particular area on facilities that 
already exist. 

The money that we are asking for on the Government side, sir, is 
for the streets, sewerage, site preparation, those things that have to 
do with costs 5 feet outside of the house line. 

The money mentioned and shown on page 162 is company money 
that will be used to build the houses. 

So this joint program, sir, is presented because we do lack 233 
family units for our people and 195 bachelor units, and in my time 
there we have had important people recruited, pilots and others, who 
have come to the Zone, have said we have misled them in our housing; 
they have gone back to the States at their own expense. We have lost 
employees. We have had people who would have been in any event 
dissatisfied employees because our assignments are made on a seniority 
basis. 

Mr. Preston. Any questions on this housing matter ? 

Mr. Horan. No questions. : 

Mr. Preston. I quite agree that those units that I recently saw 
certainly need to be replaced. They are not habitable by any stand- 
ard in my opinion. 

Governor Potrrr. May I just add, Mr. Preston, that it is that kind 
of house that we have got to put our new emnlovee in, the man we 
want to impress with the worth of staying on in the Canal Zone. 

Mr. Preston. You have had some come to see the houses, turn 
around and go back, have you not ? 

Governor Porrer. Yes, sir. 
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NEW GORGAS HOSPITAL 


Governor Porrrr. The next item is the hospital, on page 56 of the 
justifications. 
(The page referred to follows :) 


HEALTH AND SANITATION NONRECURRING PROJECTS 
New Gorgas Hospital 


OT MMR so ae ssc acsscng sens datun ebonen secsven-esigniiocenecsiad pcs tn snc nag ghee een $8, 836, 000 
Fiscal year 1960 obligation schedule___._._---_--..-.._--.-------- 550, 000 
Fiscal year 1960 expenditure schedule__________-___---_-_--_~...- 550, 000 


This project provides for the replacement of the present Gorgas Hospital with 
a new modern medical center facility. The need for and details of the proj- 
ect are covered in a report, dated January 1958, on the “Study of Health Serv- 
ices and Requirements in the Canal Zone” by a public health consultant. The 
consultant concluded that “needed investment in plant improvement is much 
too large to be met through minor improvisations at present budget levels. If 
Gorgas is to serve effectively as the base hospital and medical center for the 
Canal Zone’s entire system of personal health services, the obsolete plant must 
be drastically improved or replaced. Otherwise, standards will be increasingly 
dificult to maintain while wasting funds that could go a long way toward pay- 
ing for the desired level of service.” 

Funds for a comprehensive study intended to develop recommendations, as 
well as to determine the portions of the existing hospital plant that could 
be continued in use for Gorgas Hospital were made available in the 1958 and 
1959 appropriations. A firm of consultants was employed and submitted a 
study report in the first half of fiscal year 1959 which will be used in connec- 
tion with the preparation of designs and final plans. Funds requested for 
fiscal year 1960 are for designs, plans and other work preliminary to con- 
struction. 


Fiscal year Obligations | Expenditures 
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There is an item there of $550,000 for the preparation of plans and 
specifications for a new hospital. 

I would like to tell the committee that we have had the study 
made for the new hospital. The cost would be something in the 
neighborhood of $8 tina. I am not presently prepared to spend 
that kind of money. I must have one more study made, which is a 
study to see whether or not we might not get by just as well by spend- 
ing something between $1 million and $3 million at Gorgas Hospital, 
by compressing that plant and taking care of all the patients we see 
for the future. 

Mr. Preston. How much would you want for that study for an- 
other year, Governor ? 

Governor Porrer. This $550,000, sir. 

Mr. Preston. Is that not an awful lot for a study? 

Governor Porrer. No. This is for plans and specifications. This 
justification, sir, having been made out almost a year ago, at which 
time we thought we were going to propose a new hospital, would 
require that amount of money for plans and specifications. For a 
study, which would be followed, I hope, by the construction of this 
lesser hospital. One thing, sir, we could prepare the plans and 
specifications for whatever we do with this amount of money. 

Mr. Preston. How much are you actually asking for here? 

Governor Porrrr. $550,000. Iam not asking yet for a project that 
would cost $8,836,000. 

Mr. Bow. Will the gentleman yield ? 

Mr. Preston. Yes. 

Mr. Bow. If you receive this planning money for the specifications 
and then you determined to go into the other plan of the million or 
million and a half at Gorgas, what will happen to these plans and 
specifications ? 

Is that going to be a loss? 

Governor Porter. If I get the $550,000 and we decide in conjune- 
tion with the hospital experts of the Bureau of the Budget, who are 
rather fine experts in their field, sir, we jointly should decide that 
the major hospital is the thing to do, we would prepare the plans and 
specifications for that hospital, but could not go ahead, of course, 
because it is a Government item that would require reappearing be- 
fore this committee next year for an appropriation for its con- 
struction. 
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Mr. Bow. Will that determination of the type of hospital you are 
going to do, either rebuilding of Gorgas or a new hospital be deter- 
mined before you use any of this $560,000? 

Governor Porrer. Yes. It will. 

Mr. Bow. In other words, this 550,000 that is now before us is 
predicated upon a new hospital 

Governor Porrrr. Yes, sir. 

Mr. Bow. It has not yet been determined that you are going to go 
ahead with the new hospital. Until such time as you do, you would 
not go ahead with the plans and specifications ¢ 

Governor Porrer. No, no; but this money, or some of it, will be 
necessary to complete these studies presently underway. 

Mr. Bow. How much of the $550,000 would be used for that pur- 
pose ¢ 

(Off the record.) 

Governor Porrer. You realize, sir, 1 cannot go ahead in any con- 
struction until I appear before this committee again. 

Mr. Bow. Yes. 

Mr. Presron. It appears we are on the brink of building a hospital. 

Mr. Horan. Or rebuilding the other one. 

Mr. Presron. I t) .nk we should talk about that a little bit. 

Governor Porrer. One is $8 million and the other will be $3 mil- 
lion, or less. 

I just do not know. I am just not willing at this moment to step 
into an $8 million project. 

Mr. Horan. That determination on your part then was arrived at 
after these budget requests were submitted ? 

Governor Porrer. Yes, sir. 

Mr. Micue. Did you say one study had already been made? 

Governor Porrer. Yes, sir. 

Mr. Micuet. What did that cost ? 

Governor Porrer. That is the study that would replace Gorgas by 
a hospital at Corozal, a 305-bed hospital whose total cost would be $8 
million. 

Mr. Micuen. The cost of the study itself came to what ? 
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Governor Porter. The study cost $65,000. 

Mr. Horan. $65,000. 

Governro Porter. Yes; $65,000. 

Mr. Horan. $14.5 one year. 

Governor Porrrr. It was done by Hamilton & Associates, one of 
the outstanding hospital consultants in the field from the University 
of Minnesota. 

Mr. Preston. I remember making the comment, Mr. Michel, when 
we let them have the first $15,000 for this study, that this is the be- 
ginning of a new hospital. 

I am delighted, Governor, that you are expressing some doubt here 
today because I have been through Gorgas Hospital and while I can 
understand it is not as functional as it should be, according to modern 
standards, it is still a very fine building. It would indeed by a pity 
to abandon the building. 

I do not know what you would use it for. You will probably have 
to put a school in it. 

Governor Porrer. We would use it—if we ever built this new hos- 
pital, we would use Gorgas probably for bachelor apartments and 
internes’ apartments, the part we could. 

Mr. Preston. That would cost another $2 million to convert it into 
bachelor apartments. 

Governor Porrer. Which would come out of this housing program. 
I have not completed the study on the utilization of that, either, sir. 

Mr. Preston. Did you bring a doctor with you on this trip to talk 
about this hospital ? 

Governor Porrrer. No. He asked me whether or not he should come. 
I told him I didn’t think so because he had talked with you down 
there before, and I am expressing to you his opinion also, sir. 

Mr. Preston. That he is still in doubt himself as to what course 
should be pursued ? 

Governor Porter. Yes, sir. It is obvious, Mr. Preston, I would like 
to build a new hospital, but I do not know that it is necessary. 

That is the whole thing. 

Mr. Preston. Off the record. 

(Off the record.) 

Mr. Preston. On the record. 

Governor, we have great confidence in your concern about the public 
funds, and we hope you will be deep in thought and meditation about 
this matter before you reach that final decision. 

Governor Porter. I will, sir. 
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HOUSING 


I may have neglected, Mr. Preston, when we were on the housing 
program, to mention that this year’s proposed program is for only 45 
units of the 200 plus that I mentioned we needed. 


BRIDGE CONSTRUCTION 


Governor Porrer. The last item before we come to the Company 
is the bridge. I would just like to report that the two approaches 
are going ahead on schedule. We are about ready to advertise the 
substructure, and later in the fall, the superstructure. 

Mr. Preston. How much have we expended already on the bridge? 

Governor Porrrr. Less than a million dollars, sir. 

Mr. Preston. How much have we appropriated ¢ 

Governor Porrer. You have appropriated the complete $20 million. 
It is all appropriated. 

Mr. Preston. That was my recollection. In looking at this ex- 
penditure system, that you have employed under the new public law 
dealing with this subject, it is somewhat confusing to me. I am not 
accustomed to looking at budgets on this basis. I thought we had 
appropriated the year before last, or either last year or the year before, 
the full amount. 

Governor Porrer. Yes, sir. 

Mr. Preston. You expect to obligate, during 1960, $12 million? 

Governor Porrer. Yes, sir. 

Mr. Horan. And spend four? 

Governor Porrer. Yes, sir. 

My next subject, sir, is Company. 








740 


Uy UeV t | 


OO ‘TET ‘T 
00S ‘OTS 


000 ‘os 
000 ‘9IZ ‘e 
009 ‘292 *9 
000 ‘OI$ 





O}ILITISE 0O6I 








¥os zs 
62 ‘¥Z9 
$0 ‘Ses 
000 ‘UST ‘T 
000 ‘SST ‘L 
OOF *2% 
SCF ‘SP8$ 


(Avyyno [eydeo) 








| St6 ‘STE 
Oe — ‘T 





6LP ‘ISO ‘ZS 








SUuOTIBSIIGO 


reas. ow 


OOT '1#8 


‘CRP 
000 ‘OOT ‘T 
000 ‘vie *¢ 
009 ‘92 * 
00 ‘OL 


002 ‘66 ‘Le 





002 





008 ‘OSh— 


000 ‘Z& o— 
| 008 ‘060 “ 





00¢ ‘ELT ‘$8 


000 “S&F 


000 ‘9T¢ “8 
| 000 ‘00T ‘6 
00Z “809 ‘ZT 


| 008 “£22 *% 
| 006 "SZ8 ‘8 


OUP “60 “ST 
OOF ‘08S 
008 ‘g7¢ ‘BI 


»‘¢ 








“OGL 
“Ctl 
‘960 ‘T 
‘OOL 
“€oL 
"2 
"E98 ‘2 


Les 
869 
61F 
000 
000 
OOP 
I8P 


£68 "sze— 


160" 








| €8¢ ‘ole 
ert "s 
250 “P8¢ 






St “ger ‘Le 





s; 














ayes Sr ””rmrrrrr_l lel 


~“spofoid seojAses OUIIFLIVyY “Z% 
spofoud qisuesy 1aq43O (f) 
‘syusmeAOIdUT jauUBYyD (a) 

uols SIAIp UOTQVATABU ‘34 soB{dayY (Pp) 

~~ (ureasoid Aye _ S]USMIVAOIdUT [BUBO BUIBUBY (9) 
Se SYIO| ‘S2EUBIO PUB SPALJOMIOIO] BUIMOT, (4) 
Be ~gjoSo- 09 0} SYVOT JO UOISIOAUOD (Dd) 
:sqoafold JIsuB.L], 

:ABLINO [SUIdBO 








(SUOTIBZI[QO) taviZ0Id Zuyye1edo [840J, 


(—) you ‘sivoA 10430 
311Q0 W10Jj psousuy $1sop *SUO}IVST[GO 07 S3SO0 JO UWOTIBl[9Y 
| ae wooo ==-=""="-Hapuny ‘sjsoo Zuljesedo [BO], 





“-"BureuBg Jo d1[qndey eq} 07s 
Sat tone cay SopouesE [BIOpaT 10430 09 S 


608 ‘ERz— 
OOT “L6L ‘+ 








““| 000 “000 ‘g 
000 “O82 ‘T 


| 00¢ ‘209 ‘8 
| 000 ‘000 ‘6 
OOL “869 ‘I 
OOT ‘122 ‘2 
OOT “E29 ‘8 
009 ‘Ere be 
008 ‘I8F *g 
$ 002 ‘E49 ‘6 


lz 











burunuy pu 


7 
a 
1s | 
if 
| 


ook “‘OEs— 


| 000 ‘662 ‘06 











notte: 


| 
F 9089 “LL2—- 


988 ‘Z9B ‘G— 





ous ‘78 


£96 ‘ 





1S PSL *L 
098 "SLL 
P61 “LEL ‘OT 





I 








009 “PST ‘8 
LZL‘O8S ‘ST 
Lit ws xg ‘CS 


896 “LZL ‘BI 


I 


| 
| 
I$ 


[BNjoV SCE 
| 





D UDLDOL] 


josse JO JoJsuUBLY, 
3Jasse JO JoJSUBL, 


3 [neysaAo 


SYN] 1OJ GAJOSII UT OFUBYO 





“9A0ge pephjouy syooifim pues sjuourysn{pe 19410 
pee tea esee a “""(—) dA0qB pepnyppuy U0TIezZI1I0NLy 
res reee= sar (—) dA0qe papnypouy uolyepoideqd 

| 83800 SuTjessdo 0} syusurjsn{pe pepunjuyg 
| $}s00 ZuyyBiedo [BIOJ, 


J0A00 


pun] JUIUIIITJOI OF WOTING]IJUOD 9AT}NBOI}0I 

0} UOJSS]UIWMIOD BIJAJOG [AID 0} 4Uk muAed AIeUTp1OBIXG 
““"“BUIBUBY JO < Iqnd dY PY} 0} Sjosse JO JoJsuUB.Ly, 

eee nea SoPIUIB [Be lopag si 930 0} SJossB JO A aJsuBLyL 

=e SO ee tet pete 19440 (9) 

---AInsvoly, 0} ojqvAed 4ysaiojUy (q) 

“JUOWIUIVAOS) VUOZ [BUH JO 4800 JON (D) 

:dsudd x9 97BIOd100 [BIOUOF) “9 

soot Ades Zuysoddns 19yIO *¢ 


on eeencence- ---- - “-"""“S90TAJOS SOTPIT]IN pus UOT WOdsUBL], *F 
PERF Pease akeere te het lt lah ete gl ee “--“sa0yAdos doAO[CUIY “¢ 
She Stes stews 2 Seeereskerareses ~=="="="="-SQOTAJOS OUITIIVI *Z 
Jonnhnan~eaese shasessthessroenesheehsnse sear er mma Sere, “FP 


1$3800 Zuyye1edgO 
:Say}TAT}0B Aq wWIBIZ01Ig 














punf iundwoy jouvg vuvnuvg 


ANVAKO)) 'IVNVO VNVNVG 








741 


000 “F6P ‘YI 


000 ‘Osy— 
000 ‘E 
000 “009 
008 ‘FOS 
002 ‘FL8 
000 “292 


008 “SIL 
000 ‘O0L0 


ool 


pie *nre 


‘et ‘I 








SPO ‘YEL 





920 ‘612 











ot6 





ste 








| 
| 





000 ‘OS0 ‘e$ ‘6961 ‘IT 



































L‘TII$ ‘8¢6I 














SMOT[O}] SB ‘JOU ‘eZreyO JNogITA UT pelieysuvs} Azledoid sepnpoxg 1 





























| | 
OOL ‘E9F “6 OLT ‘9ZZ ‘86 989 ‘TIT ‘88 ee age ee : wmieiz0id 0} poyjdde Zujouvuy,7 
602 ‘eg “S— 606 ‘FEE ‘6— eigen On Necbee tbr tee 2 ere eee Neko Bates So ae (puny Aoue3101 0) uoneridoiddy 
-— eee arene ete Oe ae ee ee eee ge eet a ee ee ee ee 
| {:PIBMIO] POLLIed soUBTeq Pe esTTqouyQ 
60F ‘628 “86 610 ‘19S ae eee Lee ee oe ee “-"=="="~@IGBIIBAB SJUNOUIB [8IO,], 
606 "FEE ‘6 000 ‘000 ‘OT | 000 ‘000 ‘OT ee en ee ee ee — ~------"-(puny Aouesiome) uoelidoiddy 
ae eet ee | 611 ‘299 ‘OL ‘ccm =f | . ee ee set eheab Aa beens tah, me eet “-""sBo 
| ‘pie Mo] IYANOIG suL[Veq pe esT[qou sy 
008 “P6P ‘68 006 “£06 “98 | £68 ‘006 ‘SS ee on ae ee oe eat te ee na O[GBIIVAB ZUTULONIY S}JUNOUIB [B40], 
000 “160 ‘T | 000 ‘&h OFS ‘ZLE a  . . eae ct ~o-="=""-“qUOMIUIVAOS) BUOZ 
[BUBH JO 4SOd JOU Joy AlNSvOL], 01 AITIGVI] UOJ B[qigoNpep ‘E0e “IBIS TZ 
YIM SUBPs10N0B Ul BMUBURY Jo dIIQndeYy OY} 0} pedlajsuB.) sojiedoid 
| }U9.UUIOAOS) OUOZ [VUBD Jo NBA YOog 1940 JOYAVUL JO SS9IXO IO} YIPEID 
000 ‘OS 000 ‘OSZ Cp SS re eT Se ire Se a oe ee ee -----queUul 
| -“UJBAOZ) OUOZ [BURD UIOIJ P910A000I 9SUO X90 OATIEIISIUTIUpsS puB [eloUeL 
000 ‘OLT Tv | cc ee ee ee = ONUIABI 9}BIOdIOO [B1OUOF) 
00¢ ‘E99 “6T wu jews -~" — eT ee ee “--""“§@9TAI98 JO SOTBS 
000 ‘se “ZT 006 ‘68h LT PS Se ee ee ae ee ee worn neweneannnn== ===“ S9T}[POUIMION JO S8[BE 
000 ‘869 ‘€ | 000 ‘TE9 "E ( ee oe ee a eS aaa ees enusAdl ae SNOSUBT|9OST IV 
000 ‘000 ‘T 000 “000 'T ‘066 = ee ee eee oe S[O3S0A JUDUIUIVAOS) “S") UO SITIO} JOj YIpeID 
000 “L8E ‘FF 000 “SF6 % } Sh8 IP | pte ee ee ae ae ee so} JUBLINI 3B S[[O.L 
000 ‘00% ‘T 000 “OOF 'T | 206 ‘628 ‘T ae a ee te ee ~"~$JO3SB POxy JO 9[BS WIOI Spedoo1g 
| '$]d}9001 PUB ONUGADY ‘d[QVIIVAB ZUPUIONVG S}UNOUTY 
:supuBUl J 
O02 “EOF “66 OIL “92% 989 ‘TIT “88 pS ne ee a ere ee “="=""=(SUOT}BSI[GO) ULBIZOId [BOL 
000 "h6F ‘CT | 16 “968 | ryisinboew pus AvlyNo [Vyas [vj0.L 
eg “696 ‘T aerate ™ ee a ae ee ae oe qou ‘sivod 
| | | {40 JO $]SO9 JO} PILINDUT SUOTIBSI[GO SUOT}VSITGO 0} $JSOO JO UOIBUPSY “6 
LE8*LS1 “ST , GH6 SI |~ popuny ‘sjassv 19430 JO UOLZISTULOB PUB S}so0d ABIINO [v}IdBe [VO], 
606 “OU8 ‘T— | : 7" ABS PUv SAB[Ip poyedy. 1}U8 UO paseq UoTjoNpal pejnqijsipuy *8 
000 ‘Z2 oe - 7 S19SS6 Jvi{}0 jo uoljisinbs Vy ‘LZ 
WU0 ‘009 ‘GLb 'T ey oe: gre ae oe es ~=========—9990f0id 84B10d100-[B1dUeF) “9 
O08 'f ’ ee, > Nie te he aig aaa spofoid sddtAJos Surpyioddtis WwyIO “¢ 
Ouz ‘BIT ‘T wat ae sja9fold soojAtes sorqtT7n ul worpeyodsuel) 1aqIO (4) 
8 OLY eae ---"-91040-(99 0} UTd}sAsS JOMOd JO GOISIVAUOD (iv) 
:$}o 4c SODIALIS SOTIITIIN pues uorjewodsu a 
008 “CTL “ose 'T ore LIF eee == sq00foid sa01Ades eaAo[dure 12440 (9) 
000 "009 3 oe ae aa od “--"9pis oypoueg ‘uleisoid JuoUIeOBIdsd s10zIeNy (D) 
| :sjoefoid seojasas oeAO[duIg “g 
a i . 
| OOT | £e% “OGL | €N¢ ‘Ole Oo ten nen tenes n seen e enn een e nese eee vad a Oe a : p 






742 





Governor Porter. In the general field of company operations, which 
starts on page 61 of the justification : This is indeed a complicated pres- 
entation in the book because of the many, many items that are in it. 
But I would like to sum it all together if I could, this way: That in 
the field of operations there are no new or augmented items except 
(1) we have put an additional crew on Gatun locks because of the 
great. growth of traffic that we have, and we needed an extra crew in 
order to work the 24 hours that the transfer from 25 to 60 cycle re- 
quires and (2) we are presently engaged in trying out a new lock gate 
overhaul procedure that will cut the lock overhaul period from pos- 
sibly 5 months down to maybe 2 weeks. 

The first element that we did in that program, Mr. Chairman, was to 
move the gates out of the gate recesses and put them on standards 
alongside of the lock wall in the chamber ard through the use of the 
derrick Hercules, we were able to acomplish in 1 shift what it took us, 
in 1956, 31 shifts to do. 

Mr. Preston. That must be a powerful derrick. 

Governor Porrrr. It is, sir. It is a 250-ton derrick and we are able 
to lift a 650-ton gate because there are air chambers in the gate that 
we do not flood and we just barely take it along the bottom of the gate 
chamber or the lock chamber to the new stands. 

Through this method of operation and similar savings of time, we 
may get down to where our overhaul, not only costs less, but more 
important, does not put the chamber out of operation quite as long. 

Mr. Preston. Off the record. 

(Off the record. ) 

Mr. Preston. Governor, before we proceed any further, let us in- 
sert in the record pages 61 through 68 of the justifications, anpreciat- 
ing the remarks of the Governor about the Panama Canal Company, 
which he just started. 

(The pages referred to follow :) 


PANAMA CANAL COMPANY 


The Panama Canal Company is a wholly owned Government corporation 
chartered by the act of June 29, 1948 (62 Stat. 1076), as amended by the act of 
September 26, 1950 (64 Stat. 1041), for the primary purpose of maintaining 
and operating the interoceanic canal at the Isthmus of Panama. In furtherance 
of that mission, and in consideration of the international agreements under which 
the canal enterprise is operated, the Company conducts necessary supporting 
operations. 

BUDGET PROGRAM 


1. Transit operations.—This is the primary program of the Company and com- 
prises the transiting operations and the maintenance of the canal. The number 
and size of ships using the canal continue to increase more rapidly than antici- 
pated with a corresponding increase in receipts from operativ... Estimates for 
1960 reflect reductions resulting from discontinuance of suction dredging in 
channel and harbor maintenance and nonrecurrence of 1959 expense incident 
to an experimental removal and overhaul of lock miter gates. Costs for these 
operations are shown in the following table: 


1958 actual | 1959 estimate | 1960 estimate 


Maintenance of channe] and harbors--_--........-...------.---- $2, 901, 988 $2, 974, 200 $2, 125, 200 





Nayization service and control 6, 545, 677 6, 672, 800 6, 821, 800 
ae” eee 7, 981, 197 8, 2346, 700 7, 992, 700 
ee  pcannauaebawabnucasae 2, 299, 096 1, 760, 000 1, 639, 100 





RUNNIN ook ca tmccueaieinae savin 19, 727, 958 19, 643, 700 18, 578, 800 
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The volume of traffic is shown by the following data: 





1957 actual 1958 actual | 1959 estimate | 1960 estimate 


—— | | | 





Selected data on canal operations: Commercial 
vessel transits: 
Number of ships (over 300 net Panama 


RINE WN 0 baie bn oh ntl hb nas denne 8, 579 9, 187 9, 300 9, 530° 
Tonnage (Panama Canal net)__.....-.--.-- 43, 714, 264 47, ™. 171 49, 150, 000 50, 582, 000 
Oe eee eee eee 5, 331 4, 992 5, 028 5, 028 
Tolls and toll credits at current rates_---_-.-- $39, 653,520 | $42, 834, 006 | $43, 948, 000 $45, 387, 000 
Other transit revenues. -..........-....-.--. $3, 897, 309 $3, 694, 093 $3, 631, 000 $3, 648, 000 





Capital outlay costs amount to $10,174,100 in 1960 and are mainly for (1) 
continuing canal improvements that are expected to accommodate projected 
traffic requirements for 1 or 2 decades, $5.3 million; (2) locks towing-locomotives 
and cranes, $3.3 million; and (3) replacement of a tug, $1.1 million. 

2. Maritime services.—These consist of vessel repair facilities, and harbor 
terminal and marine bunkering operations. Costs depend upon customer de- 
mand for service as follows: 





| 
1958 actual | 1959 estimate | 1960 estimate 











I 





EP RONINIS «ui snceschoh sicamteiindeheanstntbeeubanasanmeennones $2, 778, 330 $2, 494, 600 | $2, 628, 400 
REET SENUNII, sets sco da eka dgeupendctceckwaneaenauson nes 4, 649, 227 4, 660, 000 4, 780, 000 
RO SPREE SOLES! EAE ie + OL wha NR UE Us one oed sameeren cen saeie oan 
EE a 7, 473, 150 7, 154, 600 7, 408, 400 
BGS OIG TRON TII UE, ccc caccennncésceccadvcanaser~nns 1, 911, 033 1, 673, 300 1, 828, 000 
Pee CIE I oh etn saiidndisees detaddaxcseees 5, 562, 117 5, 481, 300 5, 580, 400 





Capital outlay costs include $136,600 for routine replacement of equipment, 
$340,000 for replacement of a dock, and $257,000 for rehabilitation of a marine 
railway. 

3. Employee services.—As shown below, these costs include housing, retail 
stores and related operations, and service centers for eligible employees against 
whom charges are made to reimburse the Company. Estimated 1960 costs are 
slightly less than costs estimated in 1959 and those experienced in 1958. 








1958 actual | 1959 estimate | 1960 estimate 


$1,741,800 | $1,761, 000 

















Iain MONI RENE: I a cians nescence iterate tsbarcna este $1, 567, 388 

Latin-American community housing...............-.--------- 657, 632 679, 600 692, 000 

Retail stores and related operations. -...-.-.----.-- a ae 15, 854, - 15, 456, 500 15, 384, 800 

PVE CUNNING .canax<cecosdcanidudnad ded aedeaeiceaniniewas 3, 285, 927 3, 223, 100 | 3, 240, 700 
J.) cease de dlancika lattices linia eee iia aint 21, 365, 932 21, 101, 000 21, 078, 500 

Less intra-agency recoveries........----.-..----------- Duatiaaae 2, 785, 105 2, 757, 400 2, 769, 100 
BVOC ORGTOERIN CONDE. 5. i Dien Sas chesnctinenccusapaccesesens 18, 580, 727 18, 343, 600. 18, 309, 400 








Capital outlay costs include (1) $500,000 for starting a quarters replacement 
program, Pacific side; (2) $170,000 for construction of a theater; (3) $187,800 
for replacement and addition of equipment; and (4) $358,000 for rehabilitation 
and modernization of other employee services facilities. 

4. Transportation and utilities services——Estimated 1960 gross costs of $13.8 
million provide for rising wages, increasing costs of operating materials and 
supplies, and increased depreciation expense. 
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1958 actual | 1959 estimate | 1960 estimate 


























ONE aig oe cc eeceuepkiucescsueeehieesccitekss i iaanwen $1, 473, 237 $1, 470, 000 $1, 520, 000 
NS SE TEE OAT: 1, 683, 661 1, 670, 000 1, 749, 000 
I ee arcu A 6, 140, 533 6, 314, 200 6, 528, 000 
SAS TSE ER Ge ee ae fe ee ee 2, 332, 483 2, 182, 500 2, 192, 000 
Communications system... -.........-..---- winnie Shaan wee eee 512, 716 538, 500 565, 200 
PI NNR ene nS ne 8 ee : 1, 184, 257 1, 210, 300 1, 209, 100 

ie pe eek Geena Oh cic aacuaw sp outpace mnie a 13, 326, 887 13, 385, 500 13, 763, 300 
Less intra-agency recoveries........_.......-.-...-..--....---- 5, 172, 287 4, 862, 4, 937, 400 

Ia oh cst niin statics 8, 154, 600 8, 523, 100 8, 825, 900 





Capital outlay costs total $1.7 million in 1960 and are mainly for (1) con- 
tinuing the conversion of the power system to 60 cycles, $570,800; (2) replacing 
a portion of the transisthmian telephone cable, $260,000; (3) replacing railroad 
rolling stock, $150,000; and (4) replacement of motor vehicles, $265,500. 

5. Other supporting services.—Cost of this group follows: 


1 


| 1958 actual | 1959 estimate | 1960 estimate 
| 





I II a eo Seem erp ae 2 -| $415, 666 $425, 400 $429, 900 
I eS cnn cemaceeunae 351, 806 341, 100 348, 700 
I td tc ccnnne 1, 021, 402 1, 029, 900 1, 062, 800 
Engincering and maintenance services - wenenennsnesenensonses} 5, 289, 605 5, 605, 600 &, 415, 000 
ee ee cack iamununccaneabouuuel 5, 277, 291 5, 096, 500 | 5, 155, 900 
Sas ssibecmacteeall suipineicnna i antidipaedascumadaaaaean 
| Rh ne eS es Sh 
are Teipe-agency recoveries. ..... 22-02. --cne--ne-c--n---] 10, 158, 267 10, 227, 400 10, 188, 500 
|— ——— - $$ — | 
Peay RN Sx omanee cas heb ek cnn anccnbnaensenst 2, 196, 703 | 2, 271, 100 | 2, 223, 800 

| | 











Capital outlay costs total $504,800 for 1960 and are for (1) rehabilitation 
of Tivoli guesthouse, $100,000 and (2) replacements and additions of equipment, 
$404,800. 

6. General corporate expense.—This includes payments to the Treasury for 
the net cost of Canal Zone Government and interest, general and administrative 
expenses under statutory limitation, and other general charges. The scope of 
general and administrative expenses under statutory limitation includes virtually 
all general charges other than interest on the investment of the United States 
and the net cost of the Canal Zone Government. Increases estimated for 1959 
and 1960 over 1958 are attributable principally to legislated pay increases, 
rising interest rates, and additional costs resulting from the Canal Zone Wage 
and Employment Practices Act. 


1958 actual | 1959 estimate | 1960 estimate 


$10, 737, 194 | $11, 698, 700 | $12, 608, 200 








Net cost of Canal Zone Government. ---__.......--------- 





OUI AOMORI ee Dia es win Rab ueuibedibeinnnarees 8, 778, 560 9, 000, 000 9, 100, 000 
Otter wemeral OOrOTAES OXNGNIS. ok. nnn noc eens ese cnece 7, 754, 205 8, 607, 500 | 8, 516, 000 
Total general corporate expense___..........------------ | 27, 269, 959 | 29, 306, 200 | 30, 224, 200 





Capital outlay costs amount to $500,000 in 1960 of which $180,000 is for the 
installation of air-conditioning equipment in two company office buildings and 
$320,000 is for advance planning of future projects, retirement and removal 
costs and minor additions and improvements. 

7. Relation of costs to obligations.—The relationships for operating costs and 
for capital outlay are derived by year-end balances of selected resources and 
applicable adjustments as reflected in the following tables: 
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Relation of operating costs to obligations 





| 1957 actual | 1958 actual | 1959 estimate | 1960 estimate 





Selected resources at end of year: 











Inventories___.-_- ‘stnacahmssitaeh cskeersisce | --ag $7, 904, 791 $7, 730, 000 $7, 730, 000 
Other current assets....-.._---------------- 193, 325 201, 339 200, 000 200, 000 
Unpaid undelivered orders (operations) ee 3, 034, 203 2, 452, 763 2, 300, 000 2, 300, 000 
Total selected resources at end of year-.-_- 11, 155, 662 10, 558, 893 10, 230, 000 10, 230, 000 
Selected resources at start of year (—)-..-.-..-.--|----------- —11, 155, 662 | —10, 558, 893 —10, 230, 000 


Costs financed from obligations of other years, 
Ate: tctdie aki senna mitbintiaiin axtaitdlanncas neadenten — 596, 769 ee Oe 





Relation of capital outlay costs to obligations 


1957 actual 1958 actual | 1959 estimate | 1960 estimate 


Selected resources at end of year: 
Unpaid undelivered orders (capital outlay) - $2, 774, 277 $6, 009, 244 $7, 963, 837 $10, 300, 000 
Seleeted resources at start of year...........|....--...-...- —2, 774, 277 —6, 009, 244 —7, 963, 837 


Obligations incurred for costs of other 
ONO Sil adh a acaia he se tedds eat haben eli cs tiethnci ilnaladeecea 3, 234, 967 1, 954, 593 2, 336, 163 








Finaneing.—The company is authorized to obtain appropriations for its capital 
needs and to cover losses sustained in the conduct of its activities. It is ex- 
pected that the foregoing budget programs will continue to be financed entirely 
from revenues. It may borrow without interest up to $10 million from an 
emergency fund established with the Treasury by deposits made by the company. 
To date it has not been necessary to use this fund. 

Operating results and financial condition.—There will be a modest increase 
in retained earnings in 1959 and an increase estimated at $13,570,000 in 1960. 
This increase results primarily from the credits gained through the transfer of 
Panama Canal Company and Canal Zone Government properties to the Republic 
of Panama under terms of the 1955 treaty. 
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Panama Canal enterprise (Panama Canal Company and Canal Zone Government) 








Actual, fiscal year 1958: 
Transit operations -__- 
Supporting services: 

aritime services. - 
Employee services - _. Gwent 
Transportation and utilities services. ._______- 
Other supporting services... 
Canal Zone Government. 
DOSE, cccnannnne 
Other general revenue and expenses s 


Total operations -_-. -_ 
Nonoperating income and expense, net 


Total change in retained earnings .- 


Estimated, fiscal year 1959: 


Supporting services: 
Maritime services_.............- lpsndabisipnsiasbaiuediniatgaene ced 
OD OITEND 5 cc cccccciccncsccusncesnsivceess 
Transportation and utilities services - 
Other sapperting serviess.<. . .................--..-- 
PR NEON. cis iiaic cance nhatncsaccndcnes 
Interest __ 
Other general revenue and expenses_.__.........---...._-- 


Ne DIE iis sail < prec ektees ntibitd es 
Nonoperating income and expense, net..........-.......- 
Adjustment to retained earnings for payment to Civil 

Service Commission to cover prior years’ retirement con- 

tribution for employees brought under civil service re- 

tirement by the Canal Zone Wage and Employment 

Practices Act, 1958 (72 Stat. 405) - 


Total change in retained earnings. .................._- 


Estimate fiscal year 1960: 
Transit operations. _................ dnt dee dptidceanad 
Supporting services: 


Maritime services. 


Employee services 


Transportation and utilities services 


Other supporting services............................- | 


Canal Zone Government 
Interest 


RTO ROI rn ne chek amma 
Nonoperating income and expense, net 





LLL LLL LLL LLL LLL tt, 



































Expenses 
Income (including Net 
depreciation) 
$46, 528,099 | $19, 727, 958 $26, 800, 141 
6, 360, O15 5, 562, 117 797, 898 
19, 166, 924 18, 580, 727 586, 197 
8, 485, 204 8, 154, 600 330, 604 
2, 570, 369 2, 196, 703 373, 666 
6, 746, 741 17, 483, 935 —10, 737, 194 
‘ : 8, 778, 560 —8, 778, 560 
1, 037, 835 7, 754, 205 —6, 716, 370 
90, 895, 187 | 88, 238, 805 2, 656, 382 
327, 665 |...-...-....-- 327, 665 
91, 222, 852 88, a8, 805 | 2, 984, 047 
' = . | 7 
| 47,579,000 | 19,643,700 | 27, 935, 300 
' 
| 6,481,300} 5, 481, 300 1,000, 000 
| 18, 937, 200 18, 343, 600 593, 600 
, 885, 600 8, 523, 100 362, 500 
2, 586, 500 2, 271, 100 315, 400 
7, 332, 100 19, 030, 800 | !—11, 698, 700 
9, 000, 000 —9, 000, 000 
991, 300 8, 607, 500 —7, 616, 200 
92, 793, 000 90, 901, 100 1, 891, 900 
-| ID Nitta tescnatiying 3, 388, 000 
| he as et 5,000,000 | —5, 000, 000 
eee NS 
96, 181,000 | 95, 901, 100 279. 900 
49, 035, 000 18, 578, 800 30, 456, 200 
6, 580, 400 5, 580, 400 1, 000, 000 
18, 856, 700 18, 309, 400 547, 300 
9, 127, 700 8, 825, 900 301, 800 
2, 483, 700 2, 223, 800 259, 900 
| 7, 349, 600 19, 957, 800 —12, 608, 200 
9, 100, 000 —9, 100, 000 
8, 516, 000 —7, 596, 000 
94, 353, 100 91, 092, 100 3, 261, 000 
sa 50) PORNO Pasvacsccncsees 10, 309, 000 
104, 662, 100 91, 092, 100 | 13, 570, 000 





1 Includes provision for legislated pay increases amounting to $1,033,000. 
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Panama Canal Company—Statement of equity of U.S. Government, June 30, 195 


Net direct investment: 


Capital stock in Panama Railroad Company____------_____ $7, 000, 000 
Valuation of net assets transferred from the Panama Canal 
UN aaa ieee carcass cscs caine > cneidanes wielded 402, 176, 833 
rome Giract iivestmetl.... 4 ..4 oo. wh ewe pie sten~— 409, 176, 883 
Less dividends and other charges deductible from direct in- 
vestment: 
Capital repayment to U. S. Treasury: 
Prior to June 30, 1951 a Sa Ea a la 23, 994, 905 
Bonecquent ta dune 30, 1001... 15, 000, 000 


Appraised value of properties conveyed to the Republic of 
Panama without reimbursement: 


DO, SS cia ia ai itches nltterninl lectins Bh enices hiechccnd ono 11, 759, 956 

ee hy tetra ete eat east eed canter saci 4, 820, 000 

Property transfers, other U.S. Government agencies, net... 1, 740,370 

a Na ied oie iticccrticntntecmn nena imac tein iain 57, 315, 231 

po Ee ae ee ee es ee 851, 861, 652 

Retained revenue: 

Beaeseen revenue 8b July 1; el... 71, 136, 026 

Net revenue subsequent to July 1, 1951_-.__________________ 22, 812, 635 
Extraordinary (charges) and credits to retained revenue: 

Net gain on sale of SS Panama___.__.._..-_-___ 4, 272, 104 


Excess of market over book value of properties trans- 
ferred to Republic of Panama under 1955 treaty : 


Panama Canal Company properties__.__.____________ 8, 955, 125 

Canal Zone Government properties__________________ 372, 540 

Provision for noncapital power conversion costs_..___-_ (4, 000, 000) 

OR rei sas cpa aha ig een ts ag pail ig Kaela aah orantae, ee eictacienio alia iiataed 98, 548, 430 

Less fund held by U ‘8. OMNI shee ats eel acatenaenns 10, 000, 000 
Be TI saa ins cheats ccc eee 88, 548, 430 
meas RAY TI a i iw hj crt sh ah ded etobedodacs= 750, 000 
Bawity of U.S. Government... ...........-< Re ee 441, 160, 080 


Mr. Preston. Go ahead with the next item. 
CAPITAL EXPENDITURES AND OBLIGATIONS 


Governor Porrer. On our capital items, which start on page 129, 

where they are summarized 
Mr. Preston. Let us put pages 129 through 131 in the record. 
(The pages referred to follow :) 
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Governor Porrer. There are no new m: jor items. There are several] 
small iteins of capital but most of them fall in the area of replacement 
of wornout things, but they still fall in the capital picture. 

For instance, in there we are progr amming $175,000 for locks over- 
haul equipment, some of which is worn out. 

It has been in use since 1927. We plan to convert the naviga- 
tion aids from gas to electricity, which will cost $112,000 and then 
various small items; for instance, the gate valves in the Industrial 
Division’s dry dock, rehabilitation of the marine 1 ‘ailway, rehabilita- 
tion of dock 14, which I had to have torn down this year—it was 
dangerous to walk on—air-conditioning projects which are in our mas- 
ter program, the housing, and others of similar note. 


ACCRUED EXPENDITURES 


Mr. Preston. Why did you decide to make up this budget on an 
expenditure basis? 

Governor Porrer. We have always reported the company’s budget 
to this committee on an expenditure basis in accordance with appli- 
sable law. The Canal Zone Government was one of the organizations 
selected by the Bureau of the Budget to implement Public Law 85- 
759, which provides for an annual accrued expenditure limitation. 

To us this is no problem because we have always presented to this 
committee the accrued expenditure picture in addition to our obliga- 
tion picture and it has always been necessary for us to handle funds 
on a cost basis. We have built up a very effective comptroller or- 
ganization, which twice has produced a year’s work which the GAO 


has certified that the accounts present fairly the financial position of 
the canal organization. 

I have a statement on Public Law 85-759, as it affects us, which, 
without reading, I would like to propose for the record, sir. 

Mr. Preston. Ver v well, Governor. 

(The document referred to follows:) 


ACCRUED EXPENDITURES 


Public Law 863, 84th Congress, approved in August 1956, requires that agency 
accounts be maintained on an accrual basis, and that budget requests be pre 
pared on a basis of costs. Actually, Canal Zone Government operating expense 
appropriation requests since 1954 have been on a cost basis, while those for capi- 
tal outlay have been cost based since 1958. To achieve the maximum financial 
efficiency available in a system of accrual accounting and cost based budgeting 
would require as a logical and necessary step the establishment of a limitation 
on accrued expenditures. 

Public Law 85-759 recognizes this by providing that when a satisfactory sys- 
tem of accrual accounting exists, budget submissions, in addition to setting forth 
appropriation requirements, should propose an annual accrued expenditure limi- 
tation. The Canal Zone Government operating expense and capital outlay ap 
propriations are two of the six appropriations selected by the President to in- 
clude a proposed limitation on accrued expenditures in their 1960 budget sub 
missions. 

The following tables show for our selected appropriations the relationships 
between obligations, accrued expenditures, and program costs for each of the 
years. 
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Operating expenses 


Actual, 1958 | Estimate, Estimate, 
1959 1960 


Total funds obligated -- ‘ $16, 453, 127 $18, 033, 000 $18, 934, 000 
Deduct obligations unpaid at year end_-_--.-..--------- —108, 549 —93, 549 —93, 549° 
Add prior-year obligations paid during year------------ 11, 526 108, 549 93, 549 


Accrued expenditures (subject to limitation in 1960) _-- 16, 356, 104 | 18, 048, 000 18, 934, 000 
Deduct expenditure for inventory increase-.- .--.-- il, BE icicet Sates iin a 


Add nonfund costs: 
Depreciation__-_-. . satdne 995, 945 982, 800 1, 023, 800 


Increase in leave liability -_-- , ae 137, 720 
Writeoff of items prev iously capitalized_ atin dee 6, 037 


Total program costs incurred (detailed on p. 8)_-- a 17, 483, 935 19, 030, 800 | 19, 957, 800 


—r Te 


1958 1959 1960 


Actual, Estimate, | Estimate, 


Deduct obligations unpaid at ye wr end_. : —799, 292 —503, 200 | —609, 900 
Add prior year obligations paid during year-_-- 200, 930 799, 292 503, 200 
845, 066 3, 873, 218 | 3, 261, 700 


Accrued expenditures (subject to limits ation in 1960). 
845, 066 3, 873, 218 | 3, 261, 700 


Total funds obligated. . rm $1,443,428 | $3,577,126 | $3, 368, 400 
Total program costs incurred (detailed on p. 25) = 


The amounts shown for funds obligated, of course, represent commitments 
made against our appropriation authorities. The amounts shown for accrued 
expenditures which are proposed for limitation in 1960, represent expenditures 
actually made or to be made during the period regardless of when the obliga- 
tion is incurred. Program costs are based on accrued expenditures (except 
for inventory variations) but in addition recognize as costs nonfund expenses 
such as depreciation. 

It is toward the area of accrued expenditures, as they contribute to total 
program costs, that the financial management of this agency is currently 
oriented. Our accounts reflect costs as used, without regard to obligational 
authority, but with obligational control being maintained through supplemental 
records. Inasmuch as the rates which we charge for services to the Armed 
Forces and other customers are based on cost, and since the Panama Canal 
Company is required to repay to the U.S. Treasury the annual net cost of 
operating the entire Canal Zone Government, costs rather, than obligations 
have always been the focal point of our management efforts. The introduction 
of accrued expenditure limitations to the Canal Zone Government in 1960 places 
upon management a mandate to continue its emphasis on costs, and thus obtain 
the utmost benefit for each Federal dollar expended. Further, and of equal 
importance, it places the Congress in a position to review, through budgetary 
techniques, the current expenditure requirements of the agency. Although ob- 
ligational reporting is important to insure that the approved plans of the 
agency can ultimately be carried out, expenditures represent the best measure 
of actual accomplishment, and, by extension, the best point of performance 
control. An accrued expenditure limitation will insure the Congress the 
opportunity to review and approve the expenditure pattern annually. Further, 
since congressional approval would be required for changes to the limitation, 
significant interim deviations from planned program accomplishment would 
automatically be brought before the Congress for consideration. 

Since the Canal Zone Government’s existing accounting, budgeting and fund 
control structure is cost based, congressional control of accrued expenditures 
can readily be achieved at no additional cost to the agency. 


Governor Porrer. Of course, the chairman knows on the Company 
side I am not asking for any money at all. I am just proposing that 
we spend Company moneys we have in this manner. 

I have three subsidiary items, sir, of information if you care to 
have them. 











Mr. Preston. Very well, sir. 
What are they, Governor? 


EFFECT OF SINGLE WAGE BILL 


Governor Porrrr. Last year the Congress passed this single wage 
bill, which we put into effect. This is a treaty measure, which | 
believe was a fine treaty measure in that it puts everybody on the 
same basis of wages. 

However, it does cost an additional $165,000 a year in Government 
operations, and $1.3 million a year in Company operations due to wage 
increases and retirement costs. The Company also made a one-time 
payment to the civil service system of $4.7 million. This payment 
was to cover retroactive employer contributions due the retirement 
fund. 

Mr. Preston. And the employes did not have to make any con- 
tribution ? 

Governor Porrer. The Latin American employees previously were 
not covered. U.S. employees always did. 

Mr. Preston. Do the Latin American employees have to make a 
contribution ? 

Governor Porrer. From now on out. In the past they were not 
covered. They were under the Cash Relief Act and made no con- 
tribution. 

Mr. Preston. Why do we put in over $4 million from the Company 
for employees and they not have to contribute ? 

Mr. Wuirman. It repealed the Cash Relief Act and put these 


employees under the retirement system. It went on to require the 


deposit of the retroactive payment by the Company. 

Mr. Preston. Did that not amount to quite a windfall for the 
Latin American employees? 

Governor Porrer. They were getting the Cash Relief Act money 


for nothing. Now they have to start paying. They pay their 6% | 


percent just like we do. 


As a matter of an item of pride, I think the committee will be | 
astounded: This year, we are in the midst of giving length-of-service | 
awards to our employees which has never been given before. As you} 


know, I have 14,000 employees—almost. There will be at the end of 
1959, 160 of those with over 40 years employment, 872 with over 30 


years, 2,000 with over 20 years, 6,700 with over 10 years, and 2,000 | 


with over five years—or in other words, 11,800 of my almost 14,000 


employees have been with us over 5 years and very few Government 


agencies can show that kind of continuity of employment. 
Mr. Preston. That is certainly true. 


PANAMA LINE 


Governor Porter: The last item, sir, because of interest cna 
I have a very short statement on the Panama Line. I would like to/ 


tell you that we do have a program for the continued maintenance of 


the Panama Line’s two ships. They have at least another 15 years | 


of good service life in them. 
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This program does provide for maintenance of the decks and state- 
rooms and lounges and lobbies, et cetera, of $603,000 over the next 
few years, for hulls, propulsion machinery, powerplants, et cetera, 
while they are in good condition; the boilers have never been retubed 
in their 20 years of life, but within the next 4 years, will have to be. 

For that kind of work, $1,263,000 is required. Every 4 years we 
have drydocking to meet the Coast Guard requirements. We paint 
the bottoms and do all repairs on the outside of the hull. The cost 
there is $641,000. All of these are over the next 15 years. Normal 
cleaning, painting, and repairs on the superstructure and the cargo: 
areas of $2,243,000, and while at the present time we are air con- 
ditioned in the dining room and the writing rooms, we do propose 
to air-condition the small entertainment area forward but after look- 
ing at the fact that the ships do only have, say, 15 years more to go, I 
did not go into any plan of air conditioning the whole ships, which 
would cost something in the neighborhood of $300,000. Were they 
younger, I would surely propose it in a formal proposal, as these 
ships, sir, are an indispensable asset of the Panama Canal. They are 
the only way that I have complete control over what comes to me 
when, in what quantity, and with what speed. 

There are two ships. They are not subsidized. They do a yeo- 
man’s job and do it beautifully. 

Mr. Preston. Operating in the black ? 

Governor Porrrr. Last year they. lest..$110,000, after depreciation 
$170,000. 


DUPLICATION OF GOVERNMENT SHIPPING IN CARIBBEAN 


Mr. Horan. Mr. Chairman, could I have little discussion now on 
the duplication of services between the military who operate three: 
ships in the Caribbean and also touch at Panama, which is subject to 
review, I think, by Congress, to see if the through traffic and through 
freight from New York to Panama could not be carried; that is, 
carried now by the military ships, and could not be carried by the 
Panama Line, whieh-woebe put them in the black. Has that ever 
been discussed by anyone? 

Governor Porrer. Yes, sir. We have made a proposal to MSTS. 
[ hope I am not—I know I am not disclosing in stating this—but we 
have made a proposal to MSTS to carry all their freight and pas- 
sengers to the Canal Zone, with the exception of major troop move- 
ments. We will take individual soldiers and families, but if they ever 
sent down a battalion or division, or any major troop movement, we 
could not take care of it but we see nothing in the future that would 
require that. 

We could take care of all of their cargo and passengers easily and 
permit them, I believe, to lay up a ship. 

However, I cannot in honesty report on the problems of MSTS. 
They do serve Puerto Rico and Guantanamo, Cuba, but if they did 
away with the ship that served Cristobal they could use the other of 
two ships that they now serve Cristobal with to serve solely that area 
of Puerto Rico and Guantanamo. 

Mr. Horan. How are you going to maintain your schedules when 
you do these major repairs on these ships ? 
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Governor Porrer. That is in our schedule, sir, and generally we 
miss one sailing only. As a matter of fact, I believe the ships were 
in drydock in April. Isn’t that right? 

Mr. Wurman. Yes, sir. 

Governor Porrrer. They have done it this year. It means that one 
sailing is missed. 

Mr. Horan. That is all, Mr. Chairman. Are we putting that 
statement in the record ? 

Govenor Porrrer. The Panama Line, sir? 

Mr. Horan. Yes. 

Governor Porrer. Do you want that? 

Mr. Horan. I would like to see it. I would like to have it in the 
record because I know I was interested in that. 


REPORT ON MAINTENANCE AND IMPROVEMENT OF PANAMA LINE SHIPS 


Governor Porrer. I have it right here. It is called maintenance 
and improvement of Panama Line ships. 
(The statement refered to follows :) 


MAINTENANCE AND IMPROVEMENT OF PANAMA LINE SHIPS 


Continued operation of the Panama Line is considered essential to the 
successful operation of the present lock-type Panama Canal. 

The present ships Ancon and Cristobal are 20 years old; have been completely 
overhauled and refitted once; and will render reliable and adequate service 
for another 15 years with proper maintenance. In view of the possibility of 
building a sea level canal during this period, our planning does not envision 
replacement of the ships. 

Study has been made of the maintenance and improvements which may be 
required on these ships during the next 10 years. The findings are incorporated 
into our master plan for the line, and are summarized as follows: 

1. The ships look a bit seedy, because maintenance of decks, passenger areas, | 
and service areas has been limited for several years under economic pressure. 
The following work is planned: 


Reupholster or replace furniture________- 

Replace carpets, draperies, mattresses, pillows, linens, mirrors_____.--~- 107, 000 
Replace exposed wood decking 

Renovate swimming pools_________________ eoet eit bos epee wn ashe runet Aaxepemaintonueteben 
Repairs to ventilation system 

Rehabilitate crews quarters 

Air-eondition clubrooms 


Total 


2. The hulls, propulsion machinery, powerplants, and auxiliaries are in very 
good condition. The boilers will require their first retubing within the next 4 
years, and other components will need attention. The following work is 
planned : 


Repair boiler system 

Retube main and auxiliary condensers______..___-.________________ 
Repair turbines, generators, and auxiliaries 

Replace piping, valves, and. tanks 

EES CUE TIE OR ee eee toe 
Rehabilitate refrigeration system 
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3. Drydocking will be required every 4 years for Coast Guard survey and 
every other year for routine underwater repairs, bottom painting, etc. Costs 
of these operations and the anticipated corrective work, based upon past ex- 
perience is included as follows : 


peeee (nee Cnr eer vey. ee oS a oe eee $150, 000 
Annual drydocking and underwater repairs.._._..................-. 328, 000 
amen” GIO a os ik oot bd bette bacebeee ose caeaden eats 70, 000 
Baehititation of tifenoate Sid GOVIte. 4 8 ne ckskiin eeccdd mde seein 69, 000 
SUNOCO DI a wou tgs poo evar esignecs semper ce megees aaeeiasTantins 12, 000 
PRO Pe RNC TIO NOS a oo ese ae ee arenes tn eee cen aeg etes 12, 000 

Teel, .... =. Sct agree Mae 5 2 asic opus h nas ulgisahi cigs tas eons 641, 000 


4. Normal cleaning, painting, and repairs on the superstructure and cargo 
areas is included as follows: 


Priel weyene  seneitse 6 on ll a ew iLUi2ui.. st SE 008/000 
eh Tee TNs | a ois albicans dc tine ae pbb once obese 870, 000 
Rehabilitate cargo compartments___---__-~~ A eS. ee ee 252, 000 
Rehabilitate cargo hoisters______-__ soli lanai whe itso ad Sa Sa tana ch aiic'ceca 56, 000 
Beopire to superetracture......... 2c nnn ee Meecha ero 65, 000 

TOT x oss reno iss tl cian Sa. Ce ae 


The bulk of the work outlined above is in the nature of maintenance charge- 
able to current operations. The capital items proposed within the current 
budget period are minor items covered by the annual $25,000 item entitled 
“Miscellaneous items, New York operations.” 

Air conditioning is presently limited to the dining salons and writing rooms 
which have no natural ventilation. It is planned for the club rooms. The 
feasibility of air conditioning some or all of the passenger cabins is under 
study, but such improvements have not as yet been incorporated into our 
planning. Estimates are as follows: 

6 deluxe cabins, promenade, and boat deck_-_--_-_----_--------+----- $10, 250 
Bal CRU Oe TOORRC BORO RE en Soi heieic anne ntde Sladen 275, 000 


It is our current opinion that complete air conditioning is not justified. 

The Panama Line is an indispensable asset of the Panama Canal Company 
under present conditions. It can continue to serve its basic mission without 
subsidy from the U.S. taxpayers or the Company. 

Mr. Horan. Incidentally, that is the oldest American-flag line? 

Mr. Preston. I suppose it is. 

Governor, I am sure your general statement which we inserted in 
the record gave a lot of useful information about the volume of busi- 
ness in the canal and some forecasts for the future; did it not? 

Governor Porrer. Yes, sir. 

Mr. Bow. Mr. Chairman, will you yield to me for just an obser- 
vation ? 

Mr. Preston. Yes; indeed. 


REVENUES IN EXCESS OF APPROPRIATION 


Mr. Bow. I think it would be of interest in this record to show, 
because we have been talking about some rather large sums of money, 
that this in effect, or in truth, does not cost the taxpayer: 

Governor Porrer. One red cent. 

Mr. Bow. Any money at all. 

Actually, there is $25,430,000 a year paid into the Treasury against 
which there is $19 million in appropriated funds, so actually, the 
Treasury receives $6,400,000 more than is appropriated. 

Governor Porrer. At least that amount, sir. 

_ Mr. Bow. Let’s build it up then. That is the amount I figured, 
36.4 million. 
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Mr. Steers. If you want, I will correct the transcript. A payment 
of $9 million annually is made for interest costs. 

Mr. Bow. Because of the interest, but I was taking the interest as 
a part of the cost. 

Mr. Sreers. You will have to take the appropriation $18 million, 
add to that the depreciation cost of $1 million on Canal Zone Govern- 
ment’s fixed assets, then add to the total interest and the annuity paid 
by the Company. That would be the total amount paid to the Treas- 
ury by the Company or out of revenues that were generated by Canal 
Zone Government. 

Mr. Bow. Yes. That actually amounts to about $28,430,000. 

Mr. Steers. Yes, sir. 

Mr. Bow. I think it well to point that out so when this bill goes to 
the floor and we talk about these amounts, we see at least here is one 
item in which the Treasury is receiving more than we are paying out. 

Governor Porrer. Yes, sir. 


LIGHTING OF LOCKS 


Mr. Horan. How is the lighting experiment coming along? 

Governor Porrer. We are just about ready to advertise on the locks. 
We have an arrangement that the pilots think is essential. We have 
one more arrangement of lights in the cut to try out. We have an 
arrangement of Sylvania and G.E. lights that we think will give us 


both the bank and the shore in the way that the pilots say will do 


them the most good. 
Mr. Horan. You are on a 24-hour basis? 
Governor Porrer. Right now we are, sir. 


We do not have the lighting, of course. We are operating clear cut 
at night. 


LiruiraTION ON GENERAL, AND ADMINISTRATIVE ExpENsEs, PANAMA 
CanaL CoMPANy 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 


Rs ce sinlnn ninen ow ninincmee caine $600, 970 

I ec phen 494, 663 

ye EE eee 2, 290, 967 

O. FO DOTTORAN. oon oi ccc ccen cen ccsccueces 594. 866 

Is a ne og ee cc weal 702, 425 
6. Employment costs: 

iG), IO CNS Rilo ook bond koe eds 1, 867, 919 

(b) Employees’ States travel_......._._.-- ecAinlgeeaees | 673, 806 

OO Sa ae ee ae ee ae eee ae 592, 128 

Total accrued general and administrative ex- 
Ne a i nk i id ceectnas Saminioenaunagoninianss 7, 817, 744 
Financing: Unobligated balance no longer available........__- 127, 256 





NoTE.—Pay increase for 1958, $125,000; and $346,400 requested for 1959 in H. Doc. 90, a revision of the pro 
posed estimate of $321,900 in budget. 
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nent Object classification 
nnn enn 1 nn ene EEESEEEEEEEEEEE 
st as ; 
1958 actual | 1959 estimate | 1960 estimate 
lion, Total number of permanent positions: 
ern- United States and Haiti: 
= TOMI of 6 hb kde sk one aa eiblenss sCad<onavedea 388 387 387 
paid NMR ce aa ag cei uci 10 10 10 
: Isthmus: 
eas- re cenble. it. i235, adele tbs eased 2,418 2, 388 2, 362 
anal ORS BON ni cocci: card & 6 6p ade wma  oiphateed 6 7 6 
CRIN SUN UREUI onc pewan ene capcscasvecsecncscccgousus 6, 190 6, 079 6, 024 
Full-time equivalent of all other positions: 
United States and Haiti: U.S. rates_.....-...-.-..------.-- 26 25 26 
Isthmus: 
ste ES Sea a oe aeeeewces joe eee 75 29 24 
Ce ine Ten aa ek nic iin BA 2,115 1,870 1,772 
Ss to Average number of all employees: 
United States and Haiti: 
one U.S. rates Ee eee anes Sunwueeh cause eae asa 410 410 411 
Re RAN Joi Sh SL 2 A aon J bse ‘10 10 10 
out. Isthmus: 
as wt eee i eee 2, 379 2, 342 2, 327 
Military rates Picea pions ackanuctasuitas saeeaete 6 7 6 
Oumal Dome pee o.55 236k . ec eet ae 8, 305 7,949 7, 796 
| Number of employees at end of year: 
United States and Haiti: 
pe, ES ee 5a tat ca ek ake edaaee iL ootuceapuacnes 394 377 377 
F Tee Tenia. cok. ae ak PAG Ske Ass Sakae 10 10 10 
= i Isthmus: wae om 
Pe eee. ks 5 dhctinssdcunnbnnsecee Sh LO besos , 46: 4 2,414 
C Jo Og ee 5 alt ot le os 6 7 6 
lave CO DOME TERR 55 ok a a wcdicdacdsnSeucecane pease 9, 159 8, 634 8, 616 
> an Average GS grade and salary: U.S. rates: 
B US St ONE G0 TOIL ic ccscncnwecnmcaaenanhmosaeehne 6.6 $4,964/6.6 $5,581 | 6.6 $5, 581 
Isthmus See ee ee ca Sea ae De ots acci gl cash ae oleae 7.2 6,720 | 7.3 7,466 | 7.4 7,477 
do Average salary of ungraded positions: 
United States and Haiti: 
\ 0, Wen 288 on enc teks Sn eae 4, 881 4,914 4,914 
Raed WN INE non ots dae Gna ssdsssngesaanaonceeee 1, 722 1, 740 1, 741 
: Isthmus: 
' ye NS 8 oe oo Ree SS ck nana aibhaw al 7, 568 7, 986 8, 244 
j i re = tt See eee eerste 1, 583 1, 595 1, 708 
cut ; ——————————————— SS OEE ae 
01 Personal services: 
Permanent positions: 
Rtn NON sires nlp k dwniduidantamnebintninnina Se pbamaqegae 19, 202, 555 19, 985, 620 20, 242, 016 
Ber = 5 ake BS ok oon ees cancuneresen 59, 530 78, 394 71, 530 
AMA Cae AM TOUR 2 28 BE een enswesencaunel 9, 796, 800 9,698,046 10, 287, 741 
Rs 5 5c): dane SR wid cktaanene wanmannna nage’ 17, 219 17, 400 17, 410 
Positions other than permanent: 
j ly OR ek ca ein cheb awa e eednende’ 663, 698 352, 668 325, 186 
Cees We Oo os ons see eaneneuan 3, 347, 580 2, 982, 899 3, 025, 940 
Other personal services: 
— Rao ta cn sein sicicnneka/aarnccuninsenseen 2, 500, 441 1, 839, 460 1, 792, 848 
| t Cabal Za tOteB on onda ecco sen ialiicalainsn a teniinieiattal i 1, 428, 892 1, 207, 788 1, 135, 207 
mate CMAN 22 ARES, 5c cccceuecaneg annem 2, 023 2, 600 1, 800 
| Total personal services: 
BP SR cinch kcal bettie ai hinawnionenen 22, 366, 694 22, 177, 748 22, 360, 050 
26, 20) } SARIN TONOBES Ho Le mn once cenecntinins ana 59, 530 78, 394 71, 530 
92, 800 Canal Zone rates......----------------------| 14,573,272 | 13,888, 733 14, 448, 888 
34, 700 ll ae elt eit omc aaan 19, 242 20, 000 19, 210 
a Deduct portion not chargeable to limitation _—._.....-- 33, 252, 726 32,195, 775 32, 775, 178 
' Net personal services __........----..- Se 3, 766, 012 3, 969, 100 4, 124, 500 
12, 700 02 Travel_..____ ERC ie : 869, 775 916, 300 958, 200 
13, 800 03 Transportation of things.......-...--------------------- 74, 664 81, 000 83, 000 
7, 500 04 Communication services.....--------------- BS 53, 006 55, 600 56, 600 
—<— 05 Rents and utility services____- ae AP Rt ea 119, 492 139, 300 176, 400 
06 Printing and reproduction. __--_--- Suscitet aatewana 86, 041 77, 300 74, 600 
6, 000 07 Other contractual services. __...------ J edckis SS 409, 040 528, 100 636, 300 
soneee 08 Supplies and materials... _..-..--- 100, 724 112, 600 115, 900 
oe 0 Equipment , - 14, 506 8, 700 3, 800 
6, 000 11 Grants, subsidies, and contributions -- 246, 440 280, 100 312, 800 
ecere 12 Pensions, annuities, and insurance claims 1, 956, 588 1, 949, 100 1, 802, 700 
ie 13 Refunds, awards, and indemnities 11, 255 | 15, 800 15, 800 
16 Taxes and assessments__ 10, 562 | 5, 000 5, 000 
pro Depreciation. __- 99, 639 | 83, 900 120, 400 
Total accrued general and administrative expenses. | 7, 817, 744 | 8, 221, 900 8, 486, 000 
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Mr. Preston. At this point we will insert this statement justify- 
ing an-merease from $8.2 million to $8,486,000 in the Panama Canal 
Company’s “Limitation. on general and administrative expenses” and 
the appropriate pages from the justifications. 

(The matter referred to follows:) 


The justification for an increase from $8.2 million to $8,486,000 for fiscal year 
1960 in Panama Canal Company’s “Limitation on general and administra- 
tive expenses” is based specifically on the Canal Zone Wage and Employment 
Practices Act of July 25, 1958 (Public Law 85-550), the legislation enacted by 
the Congress to implement the 1955 treaty between the United States and the 
Republic of Panama, and the transfer of the Cost of Supply Accounting Section 
from a nonlimitation to a limitation status. 

The implementation of the treaty legislation involves increased salary costs, 
civil service retirement costs, and the establishment of a central employment 
office in the Canal Zone. In this particular area on conversion of non-U.S, 
citizens to the single wage level, some employees received substantial pay in- 
creases varying in individual cases as high as $1,600 a year. 

A detailed breakdown of the increased costs can be found on pages 120 
through 126 following the summary on page 119 of the justification, copies of 
which have been furnished to your committee. 


General corporate expense (other than interest and net cost of Canal Zone Government) 


SUMMARY 


| 
1958 actual | 1959 estimate | 1960 estimate 


Expense: | | | 
Expense under limitation: | 
Executive direction pas $600, 970 723, 200 | 
Operations direction 494, 663 | 585, 700 | 
Financial management____- 2,290 967 | 548, 300 | 
Personnel administration 594, 866 | 656, 600 | 

702, 425 770, 600 


General services 
Employment costs_- 133, 853 | 2, 937, 500 | 


$726, 200 
592, 800 
784, 700 
742, 300 
806, 000 
2, 834, 000 


8, 486. 000 
50, 300 


9 


3, 





221, 900 
648, 500 


817, 744 | 
936, 143 


| a 


Total general corporate expense under limitation____ 7 8, 


Expense not under limitation: Other general expenses 


Gross general corporate expenses 
Interdivisional sales and services_. 
Alien cash relief distributed_- 


Net general corporate ex 
income 


Income: 
Revenue... 


Assessment to Canal Zone Government-.--- 


Total income_.- 


Net general corporate expense 


Note.—Detail for the summary above may 


pense before application of | 


8, 753, 887 
—33, 128 | 
—966, 554 


7, 754, 205 | 


| 
287, 835 | 
750, 000 


1,037 835 





“6, 716,370. 


8, 870, 400 | 8, 536, 300 
—20; 300 | —20, 300 
— 242, 600 


500 | 8, 516, 000 


8, 607 
170, 000 
750, 000 


920, 000 


241, 300 | 
750, 000 | 


991, 300 | 


7 asi : 
7, 616, 200 | 7, 596, 000 


| 





be found on the following pages. 
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1. Executive direction 








Actual, 1958 | Estimate, | Estimate, 
1959 1960 
Directors’ expense - - --- -- caiiigubea Oi ieee aaa ati ee tei : $15, 846 $20, 000 $20, 000 
President’ s Office and staff_____- biker dd Gilde ded 507, 727 578, 500 | 578, 500 
Secretary’s Office, Washington, D. ate ea 67, 624 82, 900 | 86, 000 
Consultants and advisers -..-----.------—- net ee, Re Eater 7, 734 40, 000 | 40, 000 
SOON) sh da nd on wie din iecidieusin oak dbo ane 2, 039 1, 800 | 1, 700 
TOUR) CONGIELIG GION a nn nin inst nen nendeenenecbunneae 600, 970 | 723, 200 726, 200 





This function encompasses the executive direction of the Panama Canal Com- 
pany. The Board of Directors, which is vested with the management of the 
Company, consists of from 9 to 13 members as determined by the Secretary of 
the Army, who is the stockholder of the Corporation. 

Directors, while receiving no salary for their services on the board, are paid 
per diem allowances and travel expenses in connection with attendance at meet- 
ings and time spent on special service of the Company. 

Included in the Office of the President are an executive planning staff, an 
information office, the office of the general counsel, and a safety branch. 

The Secretary of the Company, through the office in Washington, is responsible 
for liaison with the Congress, the stockholder, and Federal Government depart- 
ments and agencies. 

The provision herein for consultants and advisers represents special studies 
and services performed for the Company by outside advisory specialists. 

Variations between 1959 and 1960 estimates are as follows: 


Difference between full-year employments in 1960 and part-year employ- 


peceritten hip BG: SOC TCI: i aa rs ceca Seige elses mation en conietabe $3, 100 
RR RIED GT ta rset gcd mtg Sic esc nts (100) 
Total variations between 1959 and 1960________._.____________ 3, 000 


2. Operations direction 


Actual, 1958 Estimate, Estimate, 








1959 1960 

_ es = —_ asm ss —e aa = 
Rts CIEE GOD. oS oo nn cscsnnnecnsusieunes=oneease $98, 851 $115, 700 $121, 100 
Engineering and construction director’s office. __-....--.-.-- as 118, 493 166, 000 | 166, 000 
Supply and community seryices director’s office__-.....---.--- 71, 612 88, 400 90, 900 
Transportation and terming als direetor’s office._._..._- ae 7, 232 56, 400 | 57, 200 
General and special engineering services_-__...---.------.----- 158, 404 159, 100 157, 500 
Prete ok Se a else ah ce cdundawceheed 71 100 | 100 

Total operations direction. _....-....-..-.-------------- 494, 663 585, 700 | 592, 800 
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This function comprises the offices of bureau heads responsible for directing 
the nonadministrative operations of the company. Also included are general 
and special engineering services required for development of the capital pro- 
grams and for special studies relating to use and alterations of existing facili- 
ties when functional changes are proposed. 

Variations between 1959 and 1960 estimates are as follows: 


Provision for additional graduate intern, pay increase for wage-board 
launch and floating equipment inspectors, additional vacation relief, 
and extra day’s pay partly offset by delays in hiring and decreased 


workload for general and special engineering services_._.__________~_ $6, 100 
Additional travel to United States incident to tug inspection and attend- 
RES <n SU NINONIEID stares a rocccersomcm nia once keen cae ae eae 1, 200 


Increased cost of supplies and materials and additional printing of ma- 
rine regulations, licenses, and certificates for board of local inspectors. 1, 500 
Savings due to conservation of supplies and materials and reduced 





A ae (1, 700) 
Total variations between 1959 and 1960__....-_______________ 7, 100 


3. Financial Management 


| 
Actual, 1958 | Estimate, Estimate, 








1959 1960 
Couiptndiier’s ofics-and eteG.woc. os koe 0b 2-4 5558 $1, 901, 919 $2, 119, 900 $2, 349, 600 
SOE I BIN oi isk cctinhngite cc eenscndonnornced 263, 898 300, 500 306, 000 
General Accounting Office audit__...........____- > teasenanne 97, 329 100, 000 100, 000 
DOT OOIOTIO Gh on oo at kendo iien 20ds cetstnn ok r 27, 821 27, 900 29,.100 
Total financial managsment -__..__-_.__._.-.--_..--.-- 2, 290, 967 2, 548, 300 2, 784, 700 


This function includes the Office of the Comptroller and three branch account- 
ing offices which are under the technical direction of the Comptroller. Estimates 
cover the cost of the development of accounting, financial, and ratemaking poli- 
cies; the issuance of accounting procedures; the maintenance of the general 
books of account ; the preparation of payrolls and maintenance of records relating 
thereto; the preparation of overall financial statements and reports; establish- 
ment of systems of internal control and the conduct of comprehensive internal 
audits; collection, custody and disbursement of funds; and budget programing, 
administration, supervision and coordination. Also included are estimates for 
the annual audit of the Company and Canal Zone Government conducted by the 
General Accounting Office. 

Estimates for 1960 provide for increased costs resulting from the Canal Zone 
Wage and Employment Practices Act. The extension of civil service retirement 
to alien employees and the application of uniform personnel practices contribute 
to a substantially increased workload in payroll operations. Provision has also 
been made to bring the costs of the Supply Accounting Section under limitation 
in 1960. 
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Variations between 1959 and 1960 estimates are as follows: 
Additional employments because of increased workload resulting from 


Canal Zone Wage and Employment Practices Act--._-__------------- $38, 900 
Cost of Canal Zone Wage and Employment Act exclusive of above pro- 

vision for additional employments__......__---.__~...-...-...—... 104, 600 
(eet of Supply Accounting Section.....~i-221.51.. Se. cel 81, 700 
Increased accounting machine rental due to full year installation in 

1960 of equipment -installed in. 19060022 1002 ele. 5, 000 
Increased cost of supplies and materials and printing__--__----__--~- 1, 800 
perreased lapses and extra day's pay.252 lio sees 9, 400 
Seitional depreciation... .nscscacscacccsscacsecesse lll 1, 200 
Purchases of equipment and maintenance services in 1959 which are 

SITOCUPTIDS 10 THOUi Kon scat atanasesiecnaenasanantwowan ne (6, 200) 

Total variations between 1959 and 1960__-._._._....----_..-..--_. 236, 400 


4. Personnel administration 


1958 actual | 1959 estimate | 1960 estimate 








ND ON ee oon cae en cand Gaba beaebinmewis $526, 648 $573, 800 $665, 100 





Apprentice school and nonproductive salaries__...........---- 67, 810 82, 400 76, 800 

PINRAID, oi55 pakne oc ncanp denies a Gan cosndeewennneccnnceses a 408 400 400 
& sora = 

Total personnel administration - -.........-.-..----.--.. | 594, 866 656, 600 742, 300 








Included herein are costs of administering personnel functions of the Panama 
Canal Company and Canal Zone Government, training and executive development 
programs conducted by the Personnel Bureau, and the operation of an apprentice 
school together with salaries of apprentices while attending that school. 

Variations between 1959 and 1960 estimates are as follows: 


Provision for pro rata share of central employment office established as 


a result of the Canal Zone Wage and Employment Practices Act___. $160, 800 
Reduced personnel administration workload resulting from such work 
being undertaken by central employment office___________-_____--_- —65, 500 
Cost of printing employee manuals in 1959 nonrecurring in 1960___~-- —4, 000 
Reduction in nonproductive salary costs of apprentices___.__-_-----~ —5, 600 
Total variations between 1959 and 1960__.-___.____.---------~- 85, 700 


§. General services 





Actual 








Estimate Estimate 
1958 1959 | 1960 

tie —————_—_————_----—— 
Administrative branch.__- $318, 262 | $336, 400 | $347, 100 
Pubic services__ . 7h, 211 60, 000 60, 000 
Company buildings ‘a b avee a i ecseweel 147, 024 223, 600 211, 000 
Printing plant, Balboa branch 72, 131 | 81, 100 | 82, 500 
Other miscellaneous... .__-- 19, 497 | 15, 800 16, 300 
Depreciation ____ ; ese 69, 300 | 53, 700 a: 89, 100 

Total general services 702, 425 | 770, 600 r "$06, 000 





Included in this function are general services performed for the Company 
and Canal Zone Government such as records management and forms control; 
messenger and custodial service; the preparation of various permits, authoriza- 
tions and other documents and correspondence, including issuance of travel and 
transportation orders for official travel; operation and maintenance of office 


40514—59—_49 
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buildings; and certain duplicating work utilizing office-type duplicators, photy 
copying machines and related equipment. 

Variations between 1959 and 1960 estimates are as follows: 
Cost of Canal Zone Wage and Employment Practices Act__..---______ $20, 30 














Provision for wage board’ pay. incree@e... .. asd oa ie ais ec cs 40) 
Increased costs resulting from operation and maintenance of aircon- 
ditioning system in administration building___._---__-__--__________ 37, 000 
Increase in miscellaneous expense to round total estimated for all ac- 
tivities under limitation to nearest thousand dollars______-_____ 50) 
ST ES a a ae Te a Sen ae 35, 400 
1969 maintenance nonrecurring in 1060... -=..--. 12... (58, 200 
Total variations between 1959 and 1960__.._______-_____-___ 35, 40) 
6. Employment costs 
Actual, Estimate, Estimate, 
1958 1959 1960 
que — acannon me RAS “1 —_e _ - _— 
Alien cash relief__- ees | $1,867,919 | $1,859,100 | — $1, 712,70) 
Employees’ States travel _ - -- | 673, 806 705, 200 743, 81 
Other: 
Recruitment and repatriation __- he 200, 485 204, 400 208, Ti 
Death and disability compensation - -- 88, 669 90, 000 90, HOF 
Group insurance. | 59, 282 58, 800 | 58, ME 
Incentive award payments-...-...--------- ascertains | 3, 398 15, 000 15, WE 
ARO eerie eos eaten boul canes itoccoudtoass 10, 492 | 5, 000 5,00) 
Leave liability variation--.- dedi Vs . 12, 655 pa a 
Under/overdistribution of civi! serv ice retirement. ; ER WOAT lone asatens aolecnaswa 
Retroactive pay adjustment Public Law 85-462_-. eee own once 
Leave liability variation, pay increase Public Law 85-462 _ 72,710 ickeoddickne al wine 
Total employment costs. -...------ panacssdwasadeanegens 3, 133, 853 2, 937, 500 





















Included herein are certain employment costs of the Company which ar 
general in nature and not identifiable with other specific activities. The amount 
shown for alien cash relief represent gross payments. Although approximate) 
50 percent of these amounts have in the past been distributed to Company 
activities not under limitation (the contracredit being in other general expens 
not under limitation), this budget makes no provision for such distributia 
in 1960 estimates. Estimates for 1960 do, however, provide for full distributia 
of the Company’s contribution to the civil service retirement fund for alia 
employees brought within the retirement plan as a result of the Canal Zon 
Wage and Employment Practices Act. 

Variations between 1959 and 1960 estimates are as follows 


Decreased alien cash relief payments resulting from deaths not 





SURES a I RNARED INE) I aii cs iene ero writen ($146, 400 
Increased employees’ States travel (based on cost experience applied 
60 Oknected MUMDCE OF ITA VGICTA) WW. oie emeneeo 38, 600 
Increased provision for recruitment and repatriation (based on cost 
experience applied to expected force turnover) —---_-----___---__ 4, 300 
Total variations between 1959 and 1960___._______________ (103, 500 


LANGUAGE CHANGES 


Mr. Preston. Governor, will you address yourself to page 1% 
“Language changes.” 

We will insert pages 198 and 199 in the record at this point. 

(The material referred to follows :) 


PROPOSED CHANGES IN APPROPRIATION LANGUAGE 


PANAMA CANAL COMPANY 


In the interest of clarity, it is proposed to delete the words “following corpo 
tion” in the authorizing language and substitute therefor the words “Panab! 
Canal Company.” 
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In the appropriation language, it is proposed to reduce the number of passenger 
motor vehicles from 18 in 1959 to 10 in 1960, all of which are for replacement 
only. Included in the replacement requirements is a medium sedan (to replace 
a heavy sedan) for use of the President of the Company. The sedan to be 
replaced meets the standards of the General Services Administration both as to 
age and mileage, but the cost will exceed the $1,500 limitation established under 
the General Government Matters Appropriation Act, 1959 (60 Stat. 810). Manu- 
facturer’s net price at factory is estimated at $3,300. 

It is proposed to delete existing section 202 in the general provisions. This 
section is inconsistent with the Canal Zone Wage and Employment Practices 
Act (Public Law 85-550). 

Panama Canal bridge 


Because sufficient funds are available from prior year appropriations to finance 
construction of the bridge, no further appropriation requirements are anticipated 
at this time and it is therefore proposed to delete the language. 


CANAL ZONE GOVERN MENT 


Certain references to meetings and training are proposed for deletion in 
authorizing language for Canal Zone Government operating expenses. They are 
covered by other authority and, accordingly, are no longer required in appropria- 
tion language. The proposed additional language is to establish a limitation on 
annual accrued expenditures as provided in Public Law 85-759. 

It is proposed to reduce the number of passenger motor vehicles to be purchased 
from 12 in 1959 to 10 in 1960. Of the 10 vehicles required in 1960, 6 are for 
replacement of police vehicles while 4 are to complete the approved program, 
started in 1959, of discontinuing use of motorcycles for traffic-control work and 
in their stead utilizing sedans. New language is proposed to exclude such 
special-purpose vehicles from the $1,500 general limitation established for sedans. 
This exclusion would enable purchase of police sedans with such essential police 
vehicle features as heavy duty transmission, clutches, and radiators; large capac- 
ity fans ; alternators ; ete. 

As in the case of language for Canal Zone Government operating expenses, 
additional language is proposed in the capital outlay authorization to establish 
a limitation on annual accrued expenditure. It is also proposed to establish the 
right of transfer (not in excess of $225,000) between the annual accrued expendi- 
ture appropriations for “Capital outlay” and that for “Operating expenses.” 


PURCHASE OF VEHICLES 


Mr. Preston. It is noted on these pages that under the Company 
and under the government, also, there is language dealing with the 
matter of the purchase of vehicles where the limitation is exceeded. 

Governor Porrer. Yes, sir. In both cases, for the total number 

of vehicles we are requesting fewer than we did last year, sir, and I 
believe the sum total of our operation will be to reduce the number 
of vehicles operated by the Company and the government. 
_ There is also a request that to replace our police vehicles that the 
limitation be raised—we buy Fords, sir—because of the fact there is 
an engine that is normally furnished for police vehicles in the United 
States which gives a greater pickup in speed. We are not asking for 
any blank check to buy expensive police vehicles. These are light 
police vehicles. 

Mr. Preston. In both instances ? 

Governor Porter. Yes, sir. On page 171 there is an exposition of 
these amounts. I do not want to go through this without mentioning 
the fact that there is one medium sedan for $4,500 to replace the 
second car. The Governor has two cars he uses for the escort and 
reception of visitors to the zone and for official functions, The 
Second vehicle is a 1952 vehicle that is a bit extraordinary in that it 
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is a specially built vehicle. Where we picked it up, I do not know, 
but it is to the point the brakes sea repaired very well and it 
should not be in operation, sir. 

There is one language change that to me is very important, and 
that is the Ganinatoon of the McCarran amendment. The McCarran 
amendment, which has been in this appropriation bill for several 
hag is no ‘longer necessary because of the passage of the single wage 

w, and it is proposed that this be eliminated fr om our appropria- 
tion bill. 

Mr. Preston. Speak to the language change on page 199. 

Governor Porter. That is the paper I inserted in the record, sir, on 
accrued expenditures. 

Mr. Preston. That is right. We did insert something on that in 
the record. 


Governor, I think it would be of interest to us if you told us [| 


something off the record about what the political situation is down 
there. 
(Discussion off the record.) 


Mr. Preston. Is there anything else that we want to put in the | 


record with regard to the Governor’s presentation ? 

If not, we will adjourn the committee and express our thanks again 
to Governor Potter and his associates for a very interesting presenta- 
tion, and one I think was well done. 

Mr. Bow. May I say at the conclusion of your testimony Governor 
Potter, that I join with the chairman in his expression of great con- 
fidence in you at the zone and in the work that you have been doing. 
I should also like to add that in my visits from time to time to the 
Canal Zone, and also in meeting with people here in Washington of 
the Canal Zone, I think you have a fine group of people associated with 
you in the work, both here in Washington and in the Canal Zone, and 
I think they are all to be congratulated for their devoted service to 
the Government. 

Governor Porrer. My operations are only good because this com- 
mittee has taken the time to examine our operations on the site. You 
always have to remember the shiny hubcap does not do any good 
unless the spokes are good. 

Mr. Preston. The committee will stand adjourned. 


Tuourspay, May 7, 1959. 
COAST AND GEODETIC SURVEY 


WITNESSES 


REAR ADM. H. ARNOLD KARO, DIRECTOR, COAST AND GEODETIC 
SURVEY 


JOHN M. AMSTADT, BUDGET OFFICER, COAST AND GEODETIC 
SURVEY 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. The committee will come to order. , 
‘The next item the committee will take up is the Coast and Geodetic 
Survey found on page 20 of the committee print. We will insert 
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pages 206 through 212 of the justifications in the record at this point. 
(The justifications referred to follow :) 


SUMMARY AND HIGHLIGHT STATEMENT 


For the fiscal year 1960 the Coast and Geodetic Survey requests $14,100,000 to 
continue long established programs of promoting safe and expeditious 
sea and air navigation and to provide specialized engineering and scientific in- 
formation for Government and public use. Generally the purpose for the in- 
crease, $1,314,400 for 1960 over 1959 appropriation, is shown below under the 
related activity. More detailed explanation and justification are shown on suc- 
ceeding pages of this document. 


Surveys and charts for marine and air navigation: Estimate 1960, $9,695,800; 
increase, $1,279,400 

This activity includes the operation of the Bureau’s survey ships, shore 
parties, and airport survey parties, magnetic observatories, and the production 
of nautical and aeronautical charts and related publications. Justifications and 
descriptions of this activity are included under the following functions: Nauti- 
eal charting, aeronautical charting, district offices, and technical services. The 
increase requested for fiscal year 1960 provides for the following: Expanded 
aeronautical charting, additional repairs to existing fleet, operation of new ship 
Surveyor, and annualization of wage increase for employees whose salaries are 
fixed by the lithographic wage board. 


Geodetic control: Estimate 1960, $2,336,100 ; increase, none 

Estimates for this activity include control surveys of areas of the United States 
distributed among the following functions: Horizontal control, vertical control, 
gravity and astronomy, geodetic mark maintenance, and geodetic records and 
data distribution. This program will continue at the 1959 level of operations. 
Earthquake investigation: Estimate 1960, $231,100 ; increase, none 

Investigations of earthquake phenomena and the processing and publication 
of results will continue at the 1959 level of operation in 1960. Functions within 
this activity are: Teleseismic seismology, strong motion studies, seismic sea wave 
warning system, and earth movement surveys. 
Instrument services: Estimate 1960, $305,400 ; increase, none 

The program will continue at the 1959 level of operations. 


Retired pay, commissioned officers: Estimate 1960, $695,000; increase, $35,000 
This activity provides for the retirement pay of the Bureau’s commissioned 

officers. The cost of retirement of five additional officers in 1960 is estimated 

at $35,000. 

Administration: Estimate 1960, $892,293 ; increase, none 


The Bureau’s administrative functions will be performed at the 1959 level of 
operations. 
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Mr. Preston. We have Admiral Karo with us this morning. 
Admiral, do you have a statement ? 

Admiral Karo. Yes, sir. 

Mr. Preston. Do you want to read it? 

Admiral Karo. If I might, sir. 

Mr. Preston. Yes, you may. 


GENERAL STATEMENT 


Admiral Karo. It is a pleasure to appear before this committee to 
weg our budget estimates for fiscal year 1960. The $14,100,000 
udget presented herewith, is an economical budget, one which main- 
tains most of our programs at a level consistent with minimum re- 
quirements for the public good. 


SURVEYS AND CHARTS FOR MARINE AND AIR NAVIGATION 


Increases are requested in the area of surveys and charts for ma- 
rine and air navigation, consisting of operation of the new ship 
Surveyor for approximately 9 months estimated to cost $547,000; 
additional repair and maintenance of existing fleet of surveying ships 
due to delay in replacement construction $95,000; modification of 


Coast Guard plane for installation of Bureau’s nine-lens mapping 
camera $125,000; and $500,000 for aeronautical charting made neces- 
sary by the rapid past of the Federal airways system. 


The long-established programs in the Coast and Geodetic Survey, 
their contribution to the economic welfare and advancement of the 
Nation and their defense supporting role, are well known to this com- 
mittee. It continues to be impossible to meet all the legitimate re- 

uests for the Bureau’s products and services and our operations con- 
tinue to be programed on a rigid priority basis. The expanding 
economy, increase in engineering and economic development, and in- 
crease in defense activities in many areas, all add to the requirements 
for our specialized services. 

At the time these congressional estimates were prepared, the com- 
missioning date of the new ship Surveyor was expected to be October 
1959. This has subsequently been changed to August 31. If this 
earlier date is actually achieved it will require some minor program 
adjustments to provide for the additional period of operation. 

With the commissioning of the Surveyor and her assignment to sur- 
vey duty in Alaska after her shakedown cruise, it is anticipated that 
the ship Explorer will be transferred to the Atlantic coast to resume 
many delayed surveys in the area. 


MONITORING OF ATOMIC WASTE DISPOSAL AREAS 


The monitoring of atomic waste disposal areas must be programed 
for the protection of our marine resources and fisheries and our coastal 
areas. It is only natural that the Atomic Energy Commission should 
look to this Bureau for help in this program. To be effective repeat 
observations must be made at identical locations time after time. Due 
to its experience in precise positioning at sea in its hydrographic 
surveying work, the Coast Survey is equipped by training and ex- 
perience to undertake this work in an efficient and economic manner. 
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The transfer of the Haplorer will give the capability to undertake 
the initial phases of this program in addition to resumption of needed 
hydrographic surveys. 







SHIP DEFICIENCIES 









Correction of the most critical deficiencies found in the course of 
the recent condition survey of the Bureau’s ships requires expendi- 
tures of funds in excess of the amount normally programed for re- 
air and maintenance, Until such time as new construction replaces 
obsolescent ships now being used, amounts necessary to keep these 
ships operating in a reasonably safe condition will of necessity in- 
crease year by year as the ships become older; $95,000 is requested to 
start correction of these deficiencies. 









MODIFICATION OF AIRCRAFT 







The Coast Guard operated B-17 aircraft in which our nine-lens 
mapping camera is installed, must be retired from service at the end 
of the 1959 season. The Coast Guard has offered another long-range 
aircraft provided the Coast and Geodetic Survey will pay the cost 
of conversion for aerial photography ; $125,000 is requested for modi- 
fication of Coast Guard aircraft to enable this cooperative aerial 
photographic program to continue. 










EXPANDED AERONAUTICAL CHARTING 







The establishment and operation of air navigation facilities cost- 
ing hundreds of millions of dollars requires the location and oe 
of these facilities if they are to be the instrument of safety for whic 
they are intended. The increase in the number of ainetatt using our 
airways and the fantastic speeds of jet aircraft require a stepped-up 
tempo in our charting operations. Safety requires that we supply 
the needs of the small, slow speed aircraft as well as the needs of the 
supersonic jet. They both use the same airspace yet each requires a 
different series of charts for safe operation. Additional funds are 
requested in the amount of $388,000 to provide in part for these 
requirements, 

The first 2 minutes of takeoff and the last 2 minutes of landing are 
the most critical periods of any flight. Airport obstruction surveys 
and charting program are specifically designed to provide informa- 
tion required for safety in aircraft operation during this critical 
period. These surveys show the airport runways and flight paths 
for landing and takeoff together with the position, elevation, and 
Seater of each nearby obstruction that is a potential hazard to air 
raffic, 

_ To meet the critical criteria established for safe jet aircraft opera- 
tion will require surveys in greater detail and to more critical toler- 
ances. Airports should be resurveyed and the obstruction charts 
revised at frequent intervals—at least every 4 years—and some charts 
annually. The present program falls far short of meeting these re- 
quirements. Additional funds in the amount of $112,000 are requested 
for two additional airport survey parties and supporting office com- 
pilation to provide for a greater effort in this vital program area. 
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SMALL BOAT CHARTS 


I should also like to report briefly on a matter of interest to this 
committee. As a result of committee action, last year a small appro. 
priation was included for a pilot study to best determine the charting 
needs of the small boatman. In order to determine user requirements 
and to proceed in an orderly and efficient manner we obtained the 
help of the U.S. power squadrons, Coast Guard Auxiliary, various 
yachting organizations, yachting publications, and individual boat 
owners. 

Based on a study of these various user requirements, we developed 
four formats for compilation and further study. For reasons of 
economy, av ailability, ease of study, and operations assistance from 
units of our field force, we selected the hundred mile stretch of the 
Potomac River as our trial area. This identical area was covered by 
these four formats, copies of which have been furnished the members 
of this committee. 

These charts were first presented at the annual meeting of the US. 
power squadrons on January 16, concurrently at the New York boat 
show, and subsequently at boat shows throughout the country. We 
were sure we had a good chart but were totally unprepared ‘for the 
enthusiastic response and wholehearted acceptance of these new charts. 

We are now engaged in compiling the answers to the questionnaires 
we sent out with these experimental charts, copies of which were sup- 
plied to those organizations and responsible individuals who co- 
operated in our original study. Based on these answers, we are com- 
ing out with a single format for the Potomac River small boat chart. 


We are making a continuing study of the waters of the coastal areas, f 


including small boat concentration to determine priority of compila- 
tion. 

Demands for the Bureau’s charts continue to increase each year, 
In fiscal year 1958 miscellaneous receipts covered into the Treasury 
from the sale of charts and publications reached an all time high of 
$681,827. 

Thank you, Mr. Chairman. 


MONITORING OF ATOMIC WASTE DISPOSAL AREAS 


Mr. Preston. How much increase is required for monitoring of 
atomic waste disposal areas? 

Admiral Karo. We have nothing in this, sir. That will be a re 
imbursable project by the AEC. 

Mr. Preston. That is what I wanted to know. It is reimbursable! 

Admiral Karo, But it is a problem which we have to face and which 
will become more serious as our use of atomic energy increases. 
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SALARIES AND EXPENSES 
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Proceeds from sale of personal property ‘applied (40 U.S.C. 
ur, 481(c))----- 5 cael una eeeienmiarl —69, 303 —10, 000 —10, 000 
ry Unobligated balance no longer ees... SIA xe cnmibiabtexInsekeninmnatoos 
of New obligational authority_.........--.._--- Bree enss 11, 828,037 | 12,725, 500 14, 100, 000 
New obligational authority: at oer ay Be a 
MIN ii nn sn dicinets Eda oe ene e ni agieasen nous 11, 828, 037 12, 028, 500 14, 100, 000 
Proposed supplemental due to pay increases. ._.........._]...--.--.---.- GRE ica ecciciewsene 








Note.—Capital outlay (included above) is as follows: 1958, $491,124; 1959, $395,393; 1960, $395,393. Reim- 
bursements from non-Federal sources were derived from the sale of special maps and charts and for provid- 
ing special surveys and related data (33 U.S.C. 883(e)). 
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Object classification 
































































1958 actual | 1959 estimate} 1960 estimate 
Total number of permanent positions_-..................-..--- 1, 585 1, 677 1, 690 
Full-time equivalent of all other positions___.........---..---- 565 483 451 
Average number of all employees. -.................-.--..---- 2, 092 2, 106 2, O87 
Number of employees at end of year. .......--.---.----------- 2, 187 2,199 2, 198 
5 ee 6.5 $4,978 | 6.4 $5,548 4 $5,545 
-Average salary of ungraded positions: 
Ph tan civedtbigusasemke cacnwisisccoceeenscbecs $5, 914 $6, 182 $6, 102 
I PI Sek eS Re oe oe $3, 269 $4, 344 $4, 457 
Personal service costs: 
I Ne ea eb wtavamuesusnswisnie $8, 387, 171 $9, 357, 300 $9, 331, 700 
Positions other than permanent..............--..--------- 1, 780, 458 2, 019, 600 1, 919, 10 
Se ee 597, 837 510, 300 485, 000 
OGns PUTROTIEL BOLIC! CONES. < « . wwe neccnn nc ccwscccece 10, 765, 466 11, 887, 200 11, 735, 800 
Direct costs: 
Ir og os iia esenes 8, 206, 957 8, 962, 900 9, 703, 400 
i in ee a ne a noun mak dine eaeeuinene~n ne 543, 972 505, 400 517,30 
the gS a eee een 93, 306 80, 400 80, 600 
Dk. AOTAIDIIORTION SOFVINOS.. ..... cn nawccvccesccsncencsenee 91, 455 106, 800 106, 800 
> SR MRIES I MEA GOTT IOOG ooo ren cc cnccsconccccncconss 159, 069 152, 600 158, 600 
06 Printing and reproduction.-_.........................- 65, 870 110, 700 110, 700 
G7. Other coutenotual services... ....-..-.2.22.-.-2---25-<00 186, 739 156, 900 282, 700 
I I I a s ccnie sosnch paisoureaomn wiaisintoine 74, 969 114, 300 4 
fm eee ee 771, 040 768, 900 970, 400 
Se Ee LIN oon cence ccceccensnsseneccs 158, 815 184, 200 234, 200 
I I i Sens paca oe winieiom caine 89, 618 51, 400 68, 900 
eek oe eee dvamcdnadackinssanbe 500, 327 406, 293 416, 293 
NN ths cist aod aii Ae vie essere iced 5, 818 20, 200 40, 200 
11 Grants, subsidies, and contributions..___..----------- 441,917 496, 300 539, 900 
12 Pensions, annuities, and insurance claims (pay of 
nc ennnaaeanasae 548, 048 660, 000 695, 000 
13 Refunds, awards, and indemnities...........-....-.-- OEE liehecenmihaaetl aeakcwenaeeee 
ap) RII Sn IN hn coc canicounns 20, 576 15, 000 15, 000 
DE eicpentndeccretanaibcedntuddccmnitincensaess 11, 960, 848 12, 792, 293 14, 166, 793 
Deduct quarters and subsistence charges_.............---. 11, 023 11, 100 11, 10 
Property or services transferred in (—) without charge 
ED ..1t oh inakhieitkiaiEnsdenawntesseealunckionsrcebios 1, RED lcnacnotoneduncdoapekacackilie 
Pan IN a nn aceon 11, 942, 597 12, 781, 193 14, 155, 693 
Costs financed from obligations of other years, net (—)-_...|-.....---.---- —341, 921 —55, 693 
Obligations incurred for costs of other years, net.........- ROU UTS los ccppoteevbualatecssannaae 
I RN IDS ocd nindnasamsmemenes sence 12, 078, 275 12, 439, 272 14, 100, 000 
Reimbursable costs: 
ee caueecacumunre 2, 558, 509 2, 924, 300 2, 032, 400 
a rg icone 361, 737 360, 600 282, 100 
03 Transportation of things_- 41, 184 49, 100 16, 800 
Gt Communication Services... .... ccasesccpecccacecccecs 12, 887 30, 900 12, 800 
Os, TRGUIEe GUA RISC DOT Vn nn eee ccncesnecence 62, 479 73, 200 12, 500 
Ms ee eae BE a ee 1,700 
07 Other contractual services... ......................... 72, 888 86. 900 47, 800 
INI dose one Cae cmieumnnnanunie 45, 731 19, 000 15, 600 
0s Supplies ne cian ewes 436, 883 435, 200 240, 300 
IT I nn aa on ctiniamnannn 24, 108 51, 100 8, 500 
nere SUG ONG MON. 5... noose ns cca de ncccunscn 303, 676 208, 800 210, 000 
I a Sec nnaalpaline een 129, 997 57, 800 64, 800 
OO OS ae a eae 16, 537 4, 000 2, 300 
ee ES ee ee BE G00 fh onan cauwenndl cesqgesenesele 
11 Grants, subsidies, and contributions._..............-- 106, 112 150, 300 101, 700 
he Re ee See eee eee 5, 781 6, 100 3,71 
Total reissbursable costs ............................ 4, 196, 792 4, 457, 300 3, 053, 000 
Obligations incurred for costs of other years, net_........- 42, FA Viveccesceecih once ooo 
Total reimbursable (obligations) _..............---.----- 4, 239, 533 4, 457, 300 3, 053, 000 
ST OU a ears 16, 317, 808 16. 896, 572 17, 153, 000 
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Mr. Preston. At this point we will insert pages 213 through 217 
of the justification in the record. 
(The pages follow :) 


Summary of requirements 


Aporopriatiog, 1990 (Weguiar WED... 6. <<. < dete nh te Podnaesyssneasnetensdskedeuss $11, 685, 000 
Supplemental Appropriation Act, 1050... ..... cece ennneweecanceeccossansonce 343, 500 











Total estimate of appropriation, 1960..| 12, 785, 600 | 14, 100, 000 +1, 314, 400 14, 100, 000 


NoTe.—1959 appropriation available for advance procurement in 1958 shown as an obligation in 1959. 


Oi igi tin ecdacdtdenionknehecaesnnethandd taka adndeededkhacnihed aa bacautcnnched $12, 028, 500 
Add: 

Proposed supplemental due to pay increase...............------.-2------..- $697, 000 

Additional compensable day over 1959. ...................-.---.-..-.--...-. 34, 000 

Dp teGEnD WOMR MOOTO IUGTOERS. ..... ce caccccnnemiecbenonccdhaunandsecenee 46, 000 

IIE ic 5 aah anon 4 oun a tabimiacod ine ans as ee eon auin a kandibirliae bites acts chine 778, 600 

00 Deduct: Nonrecurring survey (Lake Coeur d@’Aleme).................--.-...-- 22-2. e ecco ne 21, 500 
: ee ee uhdaiain "12, 785, 600 
eas Net difference—1960 over 1959: 
" 
7 Requirements Difference, 
00 increase (+), 
00 decrease (—) 
00 1959 adjusted | 1960 estimate 
(K) ee 
: Surveys and charts for marine and air navi- 
‘ NN, aes hn inn eosindcicums eed nig wake ladlacel $8, 416, 400 $9, 695,800 | +$1, 279, 400 
0 SEG CIN acticin wv ancome sueeesnnaiaeein 2, 336, 100 2, 336, 100 
0 Earthquake investigation..................- 231, 100 231, 100 
0 EDR STRASIE SIP VIOUE Wow cn nccswanweceuenes 305, 400 350, 400 
” Retired pay, commissioned officer__........- 660, 000 695, 000 
3 NUON cs nkn th hse mics anaegmasinn detrei 892, 293 892, 293 
; Total program costs............<cdc«.oe 12, 841, 293 14, 155, 693 +1, 314, 400 1, 314, 400 

Cost financed from obligation of other years, —__—_—_—__ 
) OG Qn Ss arise ccccaawasccsvekeckesssannke — 55, 693 $5 G09. iccecsaannsens 
8 
0 


Relation of costs to obligations 





| 
1 


1957 1958 1959 1960 
actual actual estimate estimate 


————— ——— | 





Direct program: 
Selected resources at end of year: Inventories and 
items on order: | 





Stores (goods unconsumed by projects)... $262, 391 $503, 474 $505, 800 $480, 400 
Unpaid undelivered orders (appropriation bal- 
ances obligated for goods and services on order 

not yet received) - ti tee a 799, 917 396, 668 338, 534 308, 241 

Inventory of charts and publications for sale... . 355, 630 399, 679 400, 000 400, 000 

Work in process_. (eer teen ak Skee indi heed 66, 348 26, 206 26, 000 26, 000 

Total selected resources at end of year_.......| 1, 484, 286 1, 326, 027 1, 270, 334 1, 214, 641 

Selected resources at start of year (—).............- ..--|—1, 484, 286 |—1, 326,027 | —1, 276, 334 


Adjustment of selected resources reported at start of 
year... nde dehaiee anata as 7, 709 i weds 





Costs financed from obligation of other years, / 
net (—)__.. 2 Sai nies oon asia ace eiehdalalioaecaet nade 4 — 150, 550 — 55, 693 —55, 693 


—_—_———$———————— 
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INCREASES IN POSITIONS 


Mr. Preston. Admiral, do you have a chart showing where these 71 
positions are and what functions they would be assigned to, a break- 
down of them ? 

Admiral Karo. Yes, sir. There are 60 positions for aeronautical 
charting and 11 positions for airport surveys. 

Mr. Preston. Where are you reading from ? 

Admiral Karo. It is something I have myself. It is not in there. 

Mr. Preston. Let us see where we can look at them in the justifica- 
tions. Page 208? 

Admiral Karo. Page 231, I believe. There are 71 positions, the 
maximum listed there. Those are permanent positions. 

Mr. Preston. That will dono good. 

Mr. Amstapr. Seventy-one are permanent positions. There are an 
additional 62 nonpermanent positions for the operation of the new 
ship Surveyor. 

There is a total increase of 133 positions of which 71 are permanent 
positions, 60 for aeronautical chart compilations and 11 for airport 
surveys and airport obstruction plans. 

The remaining 62 positions are the ungraded positions which are 
nonpermanent positions and are required for the operation of the 
ship Surveyor. 

Mr. Preston. Mr. Nielson, your booklet, which I have been sort 
of relying on, misled me. 

Mr. Nieison. The booklet refers, of course, to permanent positions. 

Mr. Preston. Yes, but temporary positions sometimes are as perma- 
nent as a permanent position. Do you have those broken down in a 
chart at all? 

Admiral Karo. We can furnish it. I just have it tabulated. 

Mr. Preston. Furnish it for the record. 

(The information requested follows :) 


Positions 

Crow for shin Burveyor...... 306i bk A nw ene 62 
Asronauticn! CRATUNE PORTER... nnnnnncspdctignl des cdeeenenes 60 
EAEOORR GUPTES WHORTAM ce bo on cc hbdobkensdeencneawemeeaes 11 
Ta ss cee messin cpsoennnan on aigcigupivcl gs sass uncapped Sesion x cade ened 133 


Mr. Preston. Let us go over that again. You were going pretty 
fast. Let me make some notes as you go along. 

Admiral Karo. There is a total of 133 positions, of which 71 are 
permanent positions, or classified and wage board; 60 of those 71 are 
for the increased aeronautical charting program, and 11 are for the 
increased airport survey program. 

The balance of 62 are those that will be used to man the ship 
surveyor. 

Mr. Preston. Crewmen ? 

Admiral Karo. Yes, sir. 

Mr. Preston. Why do you call those temporary ? 

Admiral Karo. They are nongraded. They come under a special 
classification. 

_ Mr. Preston. They are live bodies and they cost the taxpayers 
just as much, and they will be just as permanent as these 71 positions. 

Admiral Karo. We hope so, yes, sir. 
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Mr. Preston. Let us take the 60 positions in the charting area. 
What specifically are they doing? Are they to handle the in- 
creased workload or will they be assigned to any specific function ? 


AERONAUTICAL CHARTING 


Admiral Karo. A lot of them will be for the increased workload 
and part for compiling the new series of charts that are necessary for 
the stratification of the airways that has been designated by the FAA, 
We have those broken down into the areas, if you would like them, 
sir. 

Mr. Presron. What page? 

Mr. Amstapr. On page 235, sir. In the visual series of charts we 
have a requested increase of $39,000, for which we will require 8 
additional positions, 8 of the 60. The radio facility charts at the 
bottom of page 235 require an additional 50 positions. 

Mr. Preston. What has happened recently that requires you to 
have to have 50 additional positions in that activity ? 


THREE ALTITUDE LAYERS 


Admiral Karo. According to the plans of the FAA, they are going 
to have, three altitude layers for instrument control of the airways 
and that will require three separate series of RF charts to control 
the planes operating in these areas. 

Mr. Preston. We are laymen now. Explain that. You have to 
have three separate charts, one for one layer, which shows the navi- 
gation facilities on the ground ? 

Admiral Karo. And the airways and the controlled airspace and 
the various VOR and the low frequency radio ranges and reporting 
points. 

Mr. Preston. What is the first? 

Admiral Karo. Those are the charts that we are publishing now. 

Mr. Preston. That is from zero to what ? 

Admiral Karo. To 15,000. 

Mr. Preston. The next is what ? 

Admiral Karo. From 15 to 24. The book is in error. It said 30, 
but they have changed that now to 24. That will require an entirely 
new series of charts. 

Mr. Preston. What is the next? 

Admiral Karo. Then from 24,000 on up to, say, 75,000, and that is 
for your supersonic jets—that is your high altitude. 

Mr. Preston. We are not instrumented for this latter phase of it. 

Admiral Karo. Yes, sir. In fact, since the jets are in operation, 
they are operating up there. 

Mr. Preston. Has the FAA designated airways at that level? 

Admiral Karo. Yes, sir. 

Mr. Preston. Already ? 

Admiral Karo. That is controlled airspace which went into effect 
December 1, 1957. 

Mr. Preston. Above 24,000? 


Admiral Karo. Yes, sir. 
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If I might add, Mr. Chairman, these requirements are furnished 
us by—first by the CAA, now by the FAA. These are worked out 
with the FAA. 

Mr. Preston. We understand that part of it, but what have they 
been doing prior to this date when they were flying between 15 and 24 
and between 24 and 75% 

Admiral Karo. They are going to, for safety, separate the lower 
altitude, into two bands from the real low or zero to 15, and from 15 
to 24, because different types of planes will be operating in those 
areas. 

Mr. Preston. That is correct, but they have not had separate charts 
heretofore ? 

Admiral Karo. No, sir. 

Mr. Preston. Not at all. 

Admiral Karo. No. 

Mr. Preston. One chart sufficed for all altitudes ? 

Admiral Karo. That is right, because it is all under one control, 
but traffic is becoming so dense that for safety they feel they will 
have to separate it in two bands besides in addition to the high 
altitude. 

This is the requirement which they have given us, for charts to 
control these areas. 

Mr. Preston. You are talking about two things here. You are 
talking about the charts showing new airways and on the same chart 
showing the navigational aids and facilities that will be used by these 
planes in the higher altitudes; is that right ? 

Admiral Karo. Yes, sir. They will have certain controlled air 
spaces, and certain airways aids to navigation that will be utilized 
in these various layers. 

Mr. Preston. That isright. That is just what I said. 

Admiral Karo. There is so much information required to be shown, 
that to put the information for airways that will be under one control, 
say, from 15,000 to 24,000 along with that from zero to 15,000 would 
be confusing to the pilot. 

They believe that for safety the only way is to have separate charts, 
so that the pilot will not be confused, nor the controller. 





ASSIGNMENT OF AIR CHARTING RESPONSIBILITY TO COAST SURVEY 


Mr. Horan. Mr. Chairman, I am a little bit confused. Admiral 
Karo I do not completely understand how the Coast and Geodetic 
Survey gets into the FAA picture. 

Mr. Preston. They make the aeronautical charts. 

Mr. Horan. But when you talk about high altitudes, I am a little 
confused, 

Mr. Chairman, for my own sake, I would like to have that cleared 
up. 

* Adrailial Karo. Under the Air Commerce Act, I believe of 1926, the 
responsibility for furnishing the aeronautical charts for the United 
States, Territories, and possessions was assigned to the Coast and 
Geodetic Survey. When CAA was in Commerce, they would give 
us their requirements and we would fulfill as best we could, under 
budgetary limitations, the charts that were needed for safe aviation. 
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Since CAA has been taken out and the independent FAA has been 
established, that same liaison and requirement has continued. They 
have looked to us to fulfill their charting requirements, and give us 
their requirements for the charts that are needed. 

Mr. Horan. For the surface? 

Admiral Karo. No; for all aeronautical charts required for visual 
navigation and those required for instrument navigation. With the 
hundreds of millions of dollars that are being put into the various 
navigational aids for the airways, and to control the airspace, the in- 
dividual charts are becoming very cluttered. The amount of traffic, as 
you know, is reaching astronomic proportions. In the interests of 
safety they are going ‘to have the three |: ayers of airspace, one for the 
very high altitude, above 24,000 feet: then they will have an inter- 
mediate one from 15 to 24, which will be primarily for the airlines, I 
believe. 

Then from 15 and below will be for your average flyer, and, of 
course, under certain instrument conditions for feeder lines. Your 
shorter hops will be under 15,000. 

By controlling and subdividing the airspace, they feel they will 
be able to keep track of all the airplanes and prevent accidents such 
as have occurred in the past. With the continuing increase in avia- 
tion, more miles flown, more planes, et cetera, the situation is going 
to become more serious. 

Mr. Horan. Do you have one of those charts so that I could see it? 

Admiral Karo. I do not believe we have, but we will certainly send 
you a set. This specific chart in question is one which will have to 
be compiled, but we can send you a set of the radio facility charts 
which show conditions as of now. 

Mr. Preston. Mr. Horan, I have looked at those charts. 

Mr. Horan. Iamthrough. I just wanted to get it clear. 

Mr. Preston. I have looked at the charts the pilots use, and there 
is so much data on them now I do not see how they can pick out what 
they are looking for. 

Mr. Horan. [am not against it. I just want to understand it. 

Mr. Preston. I had to understand it myself. 

Admiral Karo. The reason why that responsibility was assigned to 
the Coast Survey was because we have an international reputation for 
producing the best nautical charts, and at that time, 1926, aviation was 
not so extensive as it is now. 

We have grown up with it, and have developed the competency 
and efficiency to provide the charts. At the present time we are 
rather behind the eight ball, so to speak, because the CAA, and now 
the FAA, is getting ‘all this money and we have not had the increases 
necessary to keep up with the charting. Also as I pointed out in 
my original statement, the sale of our charts, both nautical and 
aeronautical, has increased. We are turning more money into the 
Treasury, almost double what it was a few years back bnt it comes 
right out of our base funds for operations, because it takes more 
money to print all these charts and consequently we have less money 
to produce them. So we are in, shall we say, a bad way. The more 
business we do, the more we lose, as it were. 

Mr. Horan. If you will bear with me, Mr. Chairman, I happen to 
be one of those who was sorry when FAA was taken out of this 
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committee because we can better correlate the work that was very 
sorrily needed. 
That is all, Mr. Chairman. 


MODIFICATION OF COAST GUARD AIRCRAFT 


Mr. Preston. The plane that is to be converted and modified will 
ive the same camera you had in the B-17? 

Admiral Karo. Yes, sir. 

Mr. Preston. What type of plane will this be? 

Admiral Karo. It is an R-5-D, which I believe is a DC-+4. It is 
a 4-engine plane. It is not a brand new plane, but it is one which 
will suffice. 

Initially they proposed a C-130. They are getting a group of 
(-130’s, but the cost of modification would have been anywhere 
from a half million dollars on up. We told them we could not go 
along with that. They were also getting some of these R-5—D’s and 
we ran a test to see whether it could get up to the proper altitude, 
whether it had the stability of flying. It has to be fairly stable for 
aerial photography, and it worked out all right. So they have agreed 
that they would furnish one for photographic use if we could support 
the modification. 


= 


ADDITIONAL SURVEYING PARTIES 


Mr. Presron. You are asking for two additional surveying parties. 
Will they be permanent parties ? 

Admiral Karo. Yes, sir. 

Mr. Preston. They cannot accomplish this work and then be dis- 
posed of ? 

Admiral Karo. No, sir. In fact, it will require considerably more 
effort than that to meet the requirements for the airport surveys, 
sir, 

There are over 600 airports in the United States, which are, I be- 
lieve, on scheduled routes, sir; those which the CAA, now the FAA, 
want these airport surveys made so that they can compute accurately 
the weight limitation for landing and takeoff in accordance with the 
operational characteristics of the plane. We have not been able, with 
the few parties we have, to keep up with the requirements, and with 
the changes. 

Then along comes the jet aircraft, where the criteria for takeoff 
and landing is much more critical and the takeoff slope is much 
flatter. This will require that the airports which the jets are to use, 
be resurveyed to these new criteria. Also it is necessary to survey and 
chart all alterations on all major airports. 

Mr. Preston. How many parties are you operating now ? 

Admiral Karo. Four, sir. 

On page 21 of the supplement, I think it shows graphically where 
we stand on these surveys. 

Mr. Preston. What page? 

Admiral Karo. Page 21 of the supplement, sir. The tall bar graph 
shows the requirements or those airports for which we need surveys, 
for which the CAA and the FAA say they must have surveys. The 
shorter bars indicate our capability with our present staff. When 
you get to 1960 it shows we are asking for two more. 
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Mr. Preston. Then in 1961 you ask for how many more ? 

Admiral Karo. It would be a total of 15 if we met their require- 
ments. They are very much disappointed that we cannot ask” for 
more at the present time, but in the priority of programs within what 
was allowed, two was all we could support at this time. 

Mr. Preston. They have data already available on these airports 
and the height of various objects surrounding the airport. 

Admiral Karo. The surveys for obstructions with the jet criteria 
will go out 20 miles. They have no surveys like that. All they 
have is the immediate area around the airport. 

Mr. Preston. If they are going out 20 miles, they have no business 
flying low enough to hit a TV antenna. 

Admiral Karo. No, but they have to take off and land, sir. This 
graph will show you the proposed flightpath. This is with your 
present piston-powered aircraft. You start off at 50 to 1 and then 
they allow a 40 to 1 slope after 2 miles. 

Your jets start off at 50 to 1 and level off. 

You have to get forward flying speed before you gain elevation 
again. 

This is the projected path for the jets. 

Mr. Preston. You actually lose altitude at one point after you take 
off in a jet. 

Admiral Karo. Yes. Have you ever been in a helicopter? 

Mr. Preston. Yes. 

Admiral Karo. You get up and then you actually go down a little 
to gain flying speed. Then you soar. 

This is the same. You get up and then get flying speed because 
they use all the power to get it up off the ground. It looks like they 
are going fast, but they level off some before climbing again. 

It is a new problem and we are working with the FAA to develop 
the criteria for these airport surveys. We completed an extensive 
survey of O’Hare Field as a first field study of this problem in order 
to see exactly what would be required. 

Mr. Horan. Mr. Chairman, that raises an interesting question to 
me. Is this a direct appropriation or a transfer from ‘FAA? 

Admiral Karo. This is a direct appropriation, sir. 

Mr. Horan. We have run into it again. We had it with the 
Weather Bureau and now we have it with the Coast and Geodetic 
Survey. 

Mr. Preston. I think that is a good question you raised, actually, 
about that, but these maps and charts will all have to be sold? 

Admiral Karo. Y es. Of course, there are not too many obstruc- 
tion charts sold. It is just the airlines that use them to figure out 
their takeoff and landing weights and these weights are verified by 
the FAA or the CAB, I forget which. 

Mr. Preston. Do you furnish these aeronautical charts free to 
anybody ? 

Admiral Karo. No. Iam talking about the obstruction plan charts 
that are produced by the airport surveys. This survey data is also 
used in our standard series of charts, particularly the approach and 
landing charts and instrument charts, of which we sell several million 
each year. 
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Mr. Preston. This will be a separate chart, charting the obstacles? 
Admiral Karo, Yes. We come out with a separate chart from 
which they can figure out the allowable takeoff and landing weights, 
under definite criteria of operation, but the data we obtain making 
these surveys, we also use in producing the charts we sell to all the 
airlines, to everybody. 
OTHER OBJECTS 


Mr. Preston. Are the increases in other objects related to the in- 
creased positions ¢ 

Admiral Karo. Yes, sir. There are the ship operations, and then, 
of course, for the chart compilation, there would be the additional 
materials for compilation, additional paper for printing the extra 
series of charts. In the airport parties, it will require a certain 
amount of additional instruments that they use in surveying for these 
charts and the automotive equipment to transport the parties. 

Mr. Preston. Mr. Yates, do you have any questions ? 


MONITORING ATOMIC WASTE DISPOSAL 


Mr. Yates. Yes. I wanted to ask a question about the monitoring 
of atomic waste disposal areas. 

What does that monitoring consist of ? 

How do you do it? 

Admiral Karo. That is the program we were working out with the 
AEC and the Public Health Sev We still do not know exactly 
what happens to this atomic waste that is dumped. 

Mr. Yates. Is it being dumped in the seas now ? 

Admiral Karo. Yes, sir. 

Some of the low activity waste material. But they want to see 
what actually happens in areas where they dump this waste, so that 
they will be able to properly program their disposal efforts. 

Mr. Yates. How is it dumped ? 

Admiral Karo. It is packaged and some of it is encased in concrete. 
What we expect to do is, in areas where we can put a skin diver down, 
the divers will be down there watching, and we will dump over some 
dummy packages that will contain fluorescein dye so when they hit 
the bottom if they spring open the dye will immediately show up. 
We will photograph these operations with underwater movie cameras. 
Then we will see what happens, after these packages hit the bottom, 
whether they are carried off or buried by the sand, or just what actu- 
ally happens. 

We will have to go back year after year to these areas to determine 
whether these packages are covered up, whether they leak, or just 
what happens. 

Mr. Yares. I received an appreciation of the problem before my 
other appropriations subcommittee when Dr. Revelle, head of the 
Scripps Institute of Oceanography pointed out the studies they are 
making in the ocean currents. I wondered how expensive this pro- 
gram of yours is going to be in terms of monitoring atomic waste and 
whether or not your service has sufficient facilities to carry on this 
program. Are you the only ones doing this? 
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Admiral Karo. The AEC has come to us to work out this program, 
and they at least are financing the first go-around on it. There will 
be the shoaler areas for the disposal of low-level w aste, and deeper 
areas, or spots, for the disposal of wastes which have a higher amount 
of radioactivity. 

You cannot send a diver down too deep, so the deep areas will be 
tested by water sampling; also, in these low-level waste disposal] areas, 

samples of the bottom will be tested. In the area where the skin diver 
goes down, they will actually shave off a certain amount of the bottom 
material. In the deeper areas, bottom samples will be obtained 2 
instrumental equipment. T hen the Public Health can check for r 
dioactivity. 

Mr. Yates. Have they discovered that any of the products that have 
been disposed of in this way have been leaking ? 

Admiral Karo. Not that we know of. We made some tests and 
obtained some water samples for them a year ago from areas where 
they are dumping some waste material and the tests showed negative. 
Of course, we do not know. They may want in their exper imenta- 
tion, to release a smal] amount that was not harmful and by suspend- 
ing some of the crustacean life, see how much they would absorb and 
whether the amount would be dangerous. 

This is a field which requires consider able research. 

Mr. Yares. This is a very important field, because this is going to 
be an ever-increasing problem, disposing of atomic wastes. 

Admiral Karo. That is correct. 

Mr. Yates. That was why I wondered whether your agency was 
the only one that was going to monitor this, or will this be your fune- 
tion and your responsibility exclusively ? 

Admiral Karo. It would be the AKC’s, but they are coming to us, 
as I mentioned earlier in my statement, because we have the compe- 
tency and capability of being able to pinpoint our location at sea, time 
after time, and if you are going to monitor this waste to be sure it is 
not leaking or becoming dangerous, you are going to have to take 
your samples at the identical location where this material is disposed 
of, because if you are away a mile or so, which in normal sea naviga- 
tion makes no great difference, you would get an entirely erroneous 
result. 

Mr. Yates. How do they select the areas in which the waste is to 
be dumped ? 

Do they consult with you on this? 

Admiral Karo. They have not at the present time, but that is some- 
thing that will be worked out, I imagine, during these joint confer- 
ences and from the results when we determine actually what happens. 
And from the current surveys, from more definitive oceanographic 
surveys in general, you can determine what will happen to it if it 
breaks loose and is carried away with the currents. 

Mr. Yates. Is your agency the proper one to conduct these oceano- 
graphic surveys? 

Admiral] Karo. I think it is one of the proper ones, yes, sir, because 
we have been into this type of operations ever since our formation. 

Oceanography, of necessity, has been part of our hydrographic 
survey operations. 
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Mr. Yates. How much money are you asking for this in your justi- 
fication ¢ 

Admiral Karo. There is nothing. 

Mr. Yares. Nothing set aside specifically for this purpose? It is an 
extra duty that has been added ? 

Admiral Karo. On this monitoring work we are doing for AEC, 
that is reimbursable. 

Mr. Yares. From the AEC? 

Admiral Karo. Yes, sir. 

Mr. Yates. Thank you. 

Admiral Karo. We are making surveys in New York Harbor, 
oceanographic surveys and circulatory surveys to determine what 
would happen if the Savannah or other nuclear ships had an accident. 
How the radioactive material would be disposed of. That is being 
financed jointly by the AEC and by the Maritime Administration. 

Mr. Horan. Mr. Chairman, could I ask a general question at this 
point ? 

Mr. Preston. Yes. 

Mr. Horan. I am a little bit disturbed about, as I have said before, 
about the loss of the activities of the CAA out of this committee when 
it was made an independent agency. 

Last year they spent, oak we thought rather wisely, about $420 
million or $425 million. 

Their general budget for this year, I suppose embracing the addi- 
tional amount of $35 million that they got for research, 1s in excess 
of $600 million. 

I am not protesting that amount because the safety of the airways 
is very important, but we find in our studies of the meteorology pro- 
gram, which is costing this Nation about $120 million or better, that 
almost a hundred million of that is being spent for the Air Force 
or for FAA. 

Now, Mr. Chairman, in this budget we find $2,373,300 being spent 
in aids through the Coast and Geodetic Survey, through aids for safer 
landings, all of which I am for, but, Mr. Chairman, to me it poses 
a rather confusing picture to have so many transfers, so much hired 
or requested work from other areas, all of which does not come under 
the surveillance of one subcommittee. 

I think it would be much better if it did. 

I do not know what else FAA is going to have. It would appear 
to me that FAA is going to double its budget this year, all of which 
is fine, but I think it is much wiser if one subcommittee can review 
the entire work. 

Mr. Preston. No doubt about it. 

Mr. Horan. That is the way the chips fall, I guess. This is not in 
criticism of either FAA or yourself, Admire) Karo, but it is one thing 
that does disturb me. 

SMALL BOAT CHARTS 


Mr. Swetitry. Would you give us a brief summary of the reception 
of your experimental charts by the recreational boating public? 

Admiral Karo. As I mentioned in my opening statement, the favor- 
able reception exceeded even our most optimistic expectations. The 
question immediately asked us was: “When can we get these small 
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boat charts produced for our specific area.” If I might, I should like 
to supply for the review of the committee excerpts from letters 
we have received which I have had tabulated; also, an editorial from 
one of the yachting magazines. I particularly like its title, “The 
Newest Thing Since Columbus Discovered America.” 

Mr. Suetitey. What areas do you have under consideration for such 
chart coverage in your 1960 budget ? 

Admiral Karo. Our 1960 budget contains only the $35,000 as added 
by the Congress last year. This amount will cover the revision and 
printing of the accepted Potomac River small boat chart series and 
will enable us to compile and publish a series between Miami and Palm 
Beach, Fla. 

Mr. Setter. From your review of the reactions to these experi- 
mental charts, what do you consider a proper program level for 1960 
and future years ? 

Admiral Karo. I do not want to go into a crash program but I do 
believe a much larger program is justified for future years in the in- 
terest of safety for the several million small boat owners. We esti- 
mate that a minimum of 40 and possibly as many as 70, series of small 
boat charts will be required to provide the necessary coverage. 

I believe, at least for the present, that the proper approach would be 
to compile and publish four new series each year; maintain and print 
the existing series; and start compilation on the next three in order 
of priority. Translated into program and cost it would be about as 
follows: 
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1 Potomac River. 


COVERAGE OF INTRACOASTAL WATERWAY 


Mr. Suetitey. What coverage of Intracoastal Waterway is con- 
templated ? 

Admiral Karo. In our studies we have explored the number of 
powerboats in each coastal State, and the Corps of Engineers Commer- 
cial Traflic Reports for the Intracoastal Waterways, but we have been 
unable to obtain any information on recreational traffic. As the 
Miami-Palm Beach area has a very heavy concentration of power- 
boats, and is, also, in a sector of the Intracoastal Waterway with the 
heaviest commercial traffic, we decided that this would warrant its 
being assigned as our series for fiscal year 1960 under the budget as 
submitted. Following this we propose to work north to the St. Johns 
River, thus covering the heaviest commercial traffic area. Records 
will be kept of the sales of the present intracoastal charts and the new 
series for 3 years to determine whether the former can be dropped. 

Then later on—No. 14 in priority as we have presently set the 
schedule—will be Norfolk south on the Intracoastal Waterway and 
still later one north from St. Johns, and another to the south of 
Norfolk. Seven or eight such series will be required between Miami 
and Norfolk. 
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RECEIPTS FROM CHART SALES 


Mr. Sueitey. What yearly amount do you estimate will be returned 
to the Government from chart sales when coverage has been 
completed ¢ 

Admiral Karo. Considering that we presently have over 7 million 
small boatowners and have better than 3 million registered powerboats 
in the waters of our coastal States, the potential market for these 
charts is quite impressive. We know that some owners will never buy 
charts and a large number of others will use out-of-date charts until 
they become illegible. It seems safe to estimate that once the entire 
coverage is provided at least 15 percent would purchase new charts 
each year; this at an average price of $1 per series (selling price for 
the Potomac River series is $1.50 retail) would run about $450,000 per 
year in returns to the Government. 


INCREASED WORKLOAD DUE TO AVIATION REQUIREMENTS 


Admiral Karo. If I may make a comment—the amount of money 
that is being spent by the FAA which directly affects our charting 
responsibilities, without a corresponding increase in our capability, 
has worried me. Of necessity we have robbed other programs to 
keep the aeronautical chart program going and we cannot do it any 
more as our other programs are being adversely affected—very 
seriously so. 

Mr. Horan. I do not know what the subcommittee will do, but I 
am going to suggest at this time, Mr. Chairman, that we make a note 
of this in our report, that it would be better for one subcommittee to 
have surveillance over all these programs so that we will know how 
they are related. I say that without criticism or any bias whatsoever. 

Mr. Preston. I might add we have found the same situation in the 
Weather Bureau. Their budget has been doubled since 1955 and 
Dr. Reichelderfer indicated yesterday that was due to aviation 
weather requirements. 

Admiral Karo. Ours has not been doubled, Mr. Chairman. We are 
now including pay raises and everything, to where we were some 
years back and many of the pay raises that we have had to absorb 
have amounted to more than half a million dollars. So it is very, 
very hard to fulfill our responsibilities for safety and it has me 
worried. 

Mr. Preston. I do not see how you have kept up with it, really. 
You know, a chart is more important to a pilot, I think, than the 
information on weather down the road. 

Admiral Karo. Something has to be done. Normally we lag a 
little bit but the lag has become too great and we cannot produce the 
necessary charts without assistance. We have the best competency and 
they look to us to provide the charts needed for safe air navigation. 
I think we have to meet that challenge, but it will require help. 

Mr. Horan. Might I comment there, Mr. Chairman, I want to tell 
you, Admiral Karo, from the standpoint of this subcommittee we 
have had an awful time with aviation until about 2 or 3 years ago 
because even the experts did not agree on what ought to be done. 
They came to us for money and we did not know exactly how to ap- 
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propriate it. We think we have a pattern we can reasonably under- 
stand on this side of the table now but it has only developed in the 
last 2 or 3 years, and then we have the examination of all these 
budgets and it is not good. 

Admiral Karo. That is correct, sir. 

Mr. Horan. That is all, Mr. Chairman. I wanted Admiral Karo 
to know we have been trying to understand it. 

Admiral Karo. Yes, but now they have determined on a course 
and are going ahead with increasing speed and unless we can get 
this information charted it will not do any good. 


EFFECT OF REIMBURSABLE WORK ON NORMAL FUNCTIONS 


Mr. Preston. The fact you will do in fiscal year 1960, $3,053,000 
of work on a reimbursable basis, does that impair your ability to 
carry out your regular normal functions? 

Admiral Karo. No, sir, I think not. The only questionable item 
was the operation of the ship Pioneer, but it is in the Defense require- 
ments, and we have not had money to operate the Pioneer for some 
years. We can operate it cheaper than the Navy and the Navy ad- 
mits it. I think it is in the best interest of the Government that we 
operate the Pioneer on this work for the Department of Defense. 

Mr. Preston. You are doing $1,172,000 of non-Federal work. Is 
that necessary and in the best interests of the agency # 

Admiral Karo. That is mostly putting in the geodetic control for 
the Interstate Highway System. Of course we are doing it for the 
States but you might say 90 percent is Federal because the Federal 
contribution is 90 percent. 

Mr. Preston. What do you mean by putting in control ? 

Admiral Karo. Vertical and horizontal control. 

Mr. Preston. Between States? 

Admiral Karo. No, not exactly. They are controls used in the 
construction of highways. Each State either has to put in its own 
control, which is generally of a low order of accuracy and uncoordi- 
nated with the national network of geodetic control so that it has 
only a one-time use. 

The geodetic control we are establishing is of a high order of ac- 
curacy, permanently monumented, and adjusted into the national 
control network. These are permanent control points and are avail- 
able where both Federal, State, local, and private organizations can 
use them for their own surveys in engineering work. 

Mr. Preston. That concludes the hearing. Thank you very much, 
Admiral. I want to commend you for the excellent job your agency 
has always done and continues to do. 

Admiral Karo. Thank you, sir. 





Tuurspay, May 7, 1959. 
LANGUAGE CHANGES IN 1960 COMMERCE BUDGET 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
osCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Preston. At this point in the record I would like to insert a 
statement from the Department of Commerce relative to all language 
changes in the pending bill before the committee. 

(The statement referred to follows :) 


U.S. DEPARTMENT OF COMMERCE 
LANGUAGE CHANGES IN 1960 BUDGET 


GENERAL ADMINISTRATION 
Salaries and expenses 


“Ineluding not to exceed $20,000 for official entertainment expenses * * *” 

The official duties of the Secretary of Commerce frequently include the re- 
ception and entertainment of distinguished guests from this and other countries. 
In the absence or unavailability of the Secretary, these responsibilities must be 
assumed by other members of the staff. Frequently entertainment is a matter 
of protocol but in any event, it is provided only for individuals or groups whose 
achievements warrant such treatment. Official entertainment is always in behalf 
of the U.S. Government. In view of the official character of such functions, it is 
appropriate that provision be made for payment of the expenses involved with 
Government funds rather than the personal funds of the officials. 


Aviation war risk insurance revolving fund 


Delete: “June 14, 1951, as amended (49 U.S.C. 716)” 

Insert: “August 23, 1958 (72 Stat. 803)” 

Delete : (49 U.S.C. 711-722)” 

Insert: “(72 Stat. 800)” 

These changes are necessary because the aviation war risk insurance author- 
ity was rewritten in the Federal Aviation Act of 1958. Deleted provisions were 
those in the Civil Aeronautics Act of 1938, as amended. Title XIII of Public 
Law 85-726 (72 Stat. 800) repeated the authorizations for this activity as they 
had been stated in the 1938 act. The 19388 act was specifically repealed by title 
XIV of Public Law 85-726. 


BUREAU OF THE CENSUS 


1953 censuses of business, manufactures, and mineral industries 


“For an additional amount” 

Delete: “Provided, that the appropriation granted under this head in the 
Department of Commerce and Related Agencies Appropriation act, 1958, shall 
be merged with this appropriation.” 

This is a technical change which simplifies the merger provision. Merger 
with previous appropriations enables a more efficient fiscal control by eliminat- 
ing multiple appropriation financing. 


COAST AND GEODETIC SURVEY 
Salaries and expenses 

“an annual average of” (185 commissioned officers, etc. ) 

The bureau has experienced difficulty in retaining the services of young 
commissioned officers after the initial or a short period of employment. The 
principal attributable reasons for this are the more attractive salaries and 
extended benefits offered by employment in private industry. As a result, the 
rate of turnover in employment has been exceptionally high and it has not been 
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possible to maintain an officer employment level necessary to accomplish the 
bureau’s workload objectives. 

The proposed language will enable the bureau to increase its officer recruit- 
ment and employment levels in a manner to achieve an annual average employ- 
ment of 185 commissioned officers during the year, rather than to be restricted 
by a limitation of not to exceed the employment of 185 officers at any given time, 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Salaries and expenses 


Delete: “including transportation and not to exceed $15 per diem in lieu of 
subsistence for persons serving without compensation while away from their 
homes or regular places of business” 

The above is no longer necessary since general authority is now contained in 
the Administrative Procedures Act of 1946, as amended, (5 U.S.C. 73b-2). In 
pertinent part this provision reads as follows: 

“Persons in the Government service employed intermittently as consultants 
or experts and * * * serving without compensation or at $1 per annum may be 
allowed, while away from their homes or regular places of business, transporta- 
tion in accordance with said regulations [Standardized Government Travel 
Regulations] and section 78a of this title, and not to exceed $15 per diem within 
the limits of the continental United States nnd beyond such limits, not to exceed 
the rates of per diem established by the Director of the Bureau of the Budget 
pursuant to section 8386 of this title in lieu of subsistence en route and at place 
of such service or employment unless a higher rate is specifically provided in an 
appropriation or other Act: * * *.” 


BUREAU OF FOREIGN COMMERCE 
Salaries and expenses 


“and not to exceed $12,000 for representation expenses abroad, * * *: Provided, 
That funds appropriated herein for overseas expenditures in connection with 
trade missions may be expended without regard to such provisions of law as 
the President has heretofore specified, or may hereafter specify, as not being 
applicable to the expenditure of funds under the International Cultural Exchange 
and Trade Fair Participation Act of 1956 (22 U.S.C. 1991-2001).” 

The trade mission program has been operated by the Bureau of Foreign Com- 
merce since its inception in fiscal year 1955 financed by allocations from the 
“President’s special international program” appropriation. The 1960 budget 
includes this program under the “Salaries and expenses, Bureau of Foreign 
Commerce” appropriation. 

Since all of the existing operations under the “Salaries and expenses” appro- 
priation are performed in Washington, it was not necessary to have any special 
authorizations. The new language is requested to cover overseas expenditures 
in connection with the trade missions program only. It will not apply to the 
programs performed under this appropriation in the past. 

The waivers requested to the provisions of existing laws “as the President 
has heretofore specified, or may hereafter specify” are the ones under which 
the trade mission program has been operating and will not include any additional 
authorizations. 

It is also important that the same authorizations be available to the trade 
missions program as to the trade fair program because all of the physical 
facilities funded by BFC for trade missions held at trade fair sites where the 
United States is participating will be handled as in the past by the Office of 
International Trade Fairs on a reimbursable basis as this is more economical 
and efficient. It would be most difficult if the two funds did not allow the same 
authorizations. 

The $12,000 authorization requested for representation expenses abroad is also 
for use of the trade mission program only. Funds for this purpose have been 
available to trade missions under the President’s international program since 
its inception. This represents an average of $800 per mission which will be 
used when customary for press conferences, modest receptions introducing the 
mission to local government officials, trade association directors, and business 
leaders, and small luncheons and dinners to repay obligations in accordance 
with local customs of the countries concerned, 
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MARITIME ACTIVITIES 
Ship construction 

Delete: ‘(not to exceed $ )” (for research) 

It is suggested that the limitation on research, development, and design ex- 
penses be deleted. This limitation was placed in the 1959 language by Congress 
with no indication as to the purpose intended. 

This appropriation is a no-year fund providing ior additional amounts to be 
added to previous balances. Under these circumstances it is virtu ‘ly impos- 
sible to establish and maintain accounting controls which wiil reflect ti e amount 
obligated at any given time from the amount appropriated in any particular 
year. 

It has always been and will continue to be the policy of this agency to adhere 
to congressional intent as expressed in committee reports with particular em- 
phasis on funds provided for particular purposes. The imposition of limitations 
of this nature, however, requires implementation of the practice through precise 
accounting controls which are extremely difficult to administer. 

Addition of the research and development limitation resulted in appropria- 
tion language reflecting (1) a no-year appropriation amount; (2) a no-year 
limitation amount applicable to the amount appropriated in the budget year; 
and (3) an annual limitation amount applicable to prior balances and the new 
appropriation. 

For these reasons it is urged that the limitation on research, development, 
and design expenses be deleted from the language proposed for submission to 
Congress in 1960. 


Operating differential subsidies: 


Delete: “of which one hundred and fifty shall be for companies which have 
not held contracts prior to July 1, 1958, and seventy-five shall be for companies 
operating into or out of the Great Lakes” 

This language, introduced in the 1959 appropriation act, is not appropriate 
in the 1960 appropriation act, since the total of 2,040 voyages requested in- 
cludes provision for 75 voyages in the Great Lakes area and the balance of 
1,965 voyages were already under contract on December 31, 1958. 


Salaries and expenses 

“and not to exceed $2,500 for representation allowances” 

The purpose of the proposed language is to authorize payment of representa- 
tion allowances to the agency’s foreign representatives. 

The Maritime Administration has on its rolls five foreign representatives 
who collect and report foreign cost data pertaining to the operations of foreign 
lines in competition with U.S. subsidized operators. These data are used in the 
determination of operating-differential subsidy rates. To a large extent the 
soundness of the subsidy rates which determine the amount of subsidy accrual 
depends upon the scope and validity of the foreign cost data obtained by our 
representatives. While in certain areas of their activities our representatives 
are able to obtain the required data without difficulty, in others they do en- 
counter reiuctance on the part of ship cperators and owners to divulge the 
data. In such cases hest results can be achieved through social contacts and 
personal relationships. In many instances in carrying out these duties the 
Maritime representative is entertained at a luncheon or dinner and is expected 
to reciprocate in accordance with the custom of the country. It does not appear 
proper that he should be required to bear such costs pertaining to his official 
duties out of his personal funds. The representation allowance, if authorized, 
will be used for reimbursement of such expenses up to $500 per year for each 
foreign representative. 


Ntate marine schools 


All new language is proposed to conform to the authorizations contained in 
Public Law 85-672, approved August 18, 1958. This law authorizes the Secretary 
of Commerce to enter into contracts and incur obligations for more than 1 year 
for grants-in-aid to State schools. This change in financing authority necessi- 
tates new language. Provisions of Public Law 85-672 pertinent to the contract 
authorization are found in section 4 and section 6 as follows: 

“Sec. 4. The Secretary may enter into agreements with not more than one 
maritime academy or college, which meets the requirements of this Act, in each 
State or Territory, to make annual payments to such academy or college for 





not in excess of four years in the case of each such agreement, to be used for 
the maintenance and support of such academy or college. Such payments for 
any year to any maritime academy or college shall be an amount equal to the 
amount furnished to such academy or college for its maintenance and support 
by the State or Territory in which such academy or college is located, except 
that such payments to any academy or college for any year shall not exceed 
$75,000, or $25,000 if such academy or college does not meet the requirement of 
section 5(b) of this Act.” 

“Sec. 6. (a) The Secretary may enter into agreements, with each academy 
or college with which he contracts under section 4 to make payments, at a rate 
not in excess of $600 per academic year per student, to such academy or college, 
with respect to each student attending such academy or college. Such pay- 
ments (1) shall be used to assist in defraying the cost of uniforms, books, and 
subsistence for such student, (2) shall commence to accrue on the day such stu- 
dent begins his first term of work at such academy or college, and (3) shall be 
paid to such academy or college in such installments as the Secretary shall 
prescribe, while such student is in attendance and until the completion of his 
course of instruction, but in no event for more than four academic years for 
any one student. 

“(b) If the Secretary deems it advisable in the case of any such academy 
or college, he may, in lieu of entering into agreements with such academy or 
college for payments under this section, enter into such agreements directly 
with each student at such academy or college and make such payments directly 
to each student.” 

























General provisions, maritime activities 

Delete: “No money made available to the Department of Commerce for mari- 
time activities by this or any other Act shall be used in payment for a vessel the 
title to which is acquired by the Government either by requisition or purchase, 
or the use of which is taken either by requisition or agreement, or which is 
insured by the Government and lost while so insured, unless the price or hire 
to be paid therefor (except in cases where section 802 of the Merchant Marine 
Act, 1936, as amended, is applicable) is computed in accordance with subsec- 
tion 902(a) of said Act, as that subsection is interpreted by the General Account- 
ing Office.” 

The proposed language change deletes the proviso requiring a General Ac- 
counting Office interpretation of section 902(a) to establish the price to be 
paid for requisition or purchase. 

This language is contrary to the policy of the war risk insurance program 
which is provided for by title XII of the Merchant Marine Act, 1936, as amended. 

Under the authority of this title, as most recently amended by Public Law 
958, 84th Congress (70 Stat. 984), the Secretary of Commerce, in respect to 
hull insurance, may insert in the policy of insurance a stated valuation for 
actual or constructive total loss of the vessel insured “which shall not exceed 
the amount that would be payable if the vessel had been requisitioned for title 
under section 902(a) at the time of the attachment of the insurance under 
said policy” (Sec. 1209(a)(2)). In the case of vessels built with construction- 
differential subsidy, such valuation must be reduced in the same proportion as 
the construction subsidy bears to the total construction cost plus capital im- 
provements (less any national defense costs). 

This subsection then gives the insured the right to reject the stated valuation 
within 60 days after the attachment of the insurance, or determination by the 
Secretary of Commerce of stated value, whichever is later, and thereafter, if the 
vessel is lost, to be paid as a tentative advance 75 percent of such value, and to 
sue the United States for just compensation as if the vessel had been requisi- 
tioned for title under section 902(a). If the insured does not so reject the 
valuation, he will be finally and conclusively bound by the administrative de- 
termination. Thus, section 1209, as presently amend by Public Law 958, con- 
templates the application of the same standard of valuation for war risk in- 
surance purposes—just compensation determined in accordance with section 
902(a)—as for vesels requisitioned by the United States for title or use. It 
also contemplates fixing finally, beyond controversy, the maximum amount to 
be paid in the event of a total loss, except where the insured rejects the valua- 
tion within the specified time, giving this Department a more stable budgetary 
and operating position. 

This subsection also contains a proviso making inapplicable to court judg- 
ments the provisos contained in the appropriation acts of 1951 to 1956, quoted 
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above. Inasmuch as the waiver of this subsection was not prospective in effect, 
the language is now applicable to all phases of the war risk insurance program. 

Enactment of Public Law 958 was designed to streamline the operation of the 
war risk insurance program to enable early completion of much of the prelimi- 
nary work necessary to have war risk insurance immediately available when 
its protection is needed for the commerce of the United States, by creating one 
controlling valuation standard to be applied by this Department alone instead 
of the two former standards applied by three Government agencies. Continu- 
ance of the appropriation act rider defeats much of what was intended by Public 
Law 958, and revives, in essence, the cumbersome and uncertain system which 
existed prior to passage of that law. 


BUREAU OF PUBLIC ROADS 


Limitation on administrative expenses 


The following deletions are simplifications made possible by the inclusion of 
deleted provision in Public Law 85-767, approved August 27, 1958: 

Delete: “advertising (including advertising in the city of Washington for 
work to be performed in areas adjacent thereto ).” 

The Secretary is authorized to employ such assistants, clerks, and other per- 
sons in the city of Washington and elsewhere, to be taken from the eligible lists 
of the Civil Service Commission, to rent buildings outside of the city of Wash- 
ington, to purchase such supplies, material, equipment, office fixtures, and ap- 
paratus, to advertise in the city of Washington for work to be performed in 
areas adjacent thereto, and to incur, and authorize the incurring of, such travel 
and other expenses as he may deem necessary for carrying out the functions 
under this title. 

Delete: “and the maintenance and repairs of experimental highways.” 

“section 21 of the Act of November 9, 1921, as amended (23 U.S.C. 21)” 

Not to exceed 114 percent of the sums apportioned for any year to any State 
under section 104 of this title shall be available for expenditure upon request 
of the State highway department, with the approval of the Secretary, with or 
without State funds, for engineering and economic surveys and investigations, 
for the planning of future highway programs and the financing thereof, for 
studies of the economy, safety, and convenience of highway usage and the desir- 
able regulation and equitable taxation thereof, and for research necessary in 
connection with the planning, design, construction, and maintenance of highways 
and highway systems, and the regulation and taxation of their use. 

Delete: “all necessary expenses to enable the President to utilize the services 
of the Bureau of Public Roads in fulfilling the obligations of the United States 
under the Convention on the Pan American Highway between the United States 
and other American Republics (51 Stat. 152), cooperation with several govern- 
ments, members of the Pan American Union, in connection with the survey and 
construction of the Inter-American Highway, and for performing engineering 
service in Pan American countries for and upon the request of any agency or 
governmental corporation of the United States” 

The President is authorized to utilize the services of the Bureau of Public 
Roads in fulfilling the obligations of the United States under the Convention on 
the Pan American Highway Between the United States and Other American Re- 
publies (51 Stat. 152), cooperating with several governments, members of the 
Organization of American States, in connection with the survey and construction 
of the Inter-American Highway, and for performing engineering service in the 
other American Republics for and upon the request of any agency or govern- 
mental corporation of the United States. To the extent authorized in appropria- 
tion acts, administrative funds available in accordance with subsection (a) of 
section 104 of this title shall be available annually for the purpose of this section. 

Insertions: “and research” 

“title 283, United States Code, section 104a”’ 

“carrying out the provisions of title 283, United States Code, section 309” 


Forest highways 

Delete: “expenses, not otherwise provided for, necessary for” 

“section 23 of the Federal Highway Act of November 9, 1921, as amended 
(23 U.S.C, 23, 28a)” 

Insert: “payment of obligations incurred in” 

“title 23, United States Code, section 204, pursuant to contract authorization 
granted by title 28, United States Code, section 203.” 
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These changes are made to conform to the recodification contained in Public 
Law 85-767, specifically section 204 as follows: “Funds available for forest 
highways shall be used by the Secretary to pay for the cost of construction and 
maintenance thereof. In connection therewith, the Secretary may enter into 
construction contracts and such other contracts with a State, or civil subdivision 
thereof, as he deems advisable.” 

Insert: “to be derived from the ‘highway trust fund’ ” 
“Provided, That the unexpended balances as of June 30, 1959, of appropriations 
heretofore granted under the head ‘Forest highways’ or ‘Forest highways (liqui- 
dation of contract authorization)’ are rescinded and shall be credited to mis- 
cellaneous receipts of the Treasury :” 

These insertions are necessary to the conversion of this appropriation from 
the general fund to the “highway trust fund.” 


Public lands highways 


Delete: “section 106 of the Federal-Aid Highway Act of 1956 (23 U.S.C. 155)” 

Insert: “In carrying out the provisions of title 23, United States Code, sec- 
tion 209,” 

“title 23, United States Code, section 203,” 

“to be derived from the ‘highway trust fund’ ” 

“Provided, That the unexpended balances as of June 30, 1959, of appropria- 
tions heretofore granted under the head ‘Public lands highways’ or ‘Public 
lands highways (liquidation of contract authorizations)’ are hereby rescinded 
and shall be credited to miscellaneous receipts of the Treasury” 

The first two changes are made necessary by the recodification of highway 
legislation by Public Law 85-767, specifically section 209 as follows: 

“(a) Funds available for public lands highways shall be used by the Secretary 
to pay for the cost of construction and maintenance thereof. 

“(b) The Secretary is authorized to cooperate with the State highway de- 
partments and with the Secretary of the Department having jurisdiction over 
the particular lands, in the survey, construction, and maintenance of public 
lands highways. 

“(c) The provisions of section 112 of this title are applicable to public lands 
highways.” 

Other additions are necessary to the conversion of this fund to the highway 
trust fund. 


General provisions, Bureau of Public Roads 


Recodification in Public Law 85-767 makes previous general provisions un- 
necessary. 

Delete: “None of the money appropriated for the work of the Bureau of 
Public Roads during the current fiscal year shall be paid to any State on account 
of any project on which convict labor shall be employed, but this provision 
shall not apply to labor performed by convicts on parole or probation.” 

“Sec. 114(b). Convict labor shall not be used in such construction unless it 
is labor performed by convicts who are on parole or probation.” 

Delete: “During the current fiscal year authorized engineering or other serv- 
ices in connection with the survey, construction, and maintenance or improve- 
ment of roads may be performed for other Government agencies, cooperating 
foreign countries, and State cooperating agencies, and reimbursement for 
such services (which may include depreciation on engineering and roadbuilding 
equipment used) shall be credited to the appropriation concerned.” 

“Sec. 808(a). The Secretary is authorized to perform by contract or other- 
wise, authorized engineering or other services in connection with the survey, 
construction, maintenance, or improvement of highways for other Government 
agencies, cooperating foreign countries, and State cooperating agencies, and 
reimbursement for such services, which may include depreciation on engineering 
and roadbuilding equipment used, shall be credited to the appropriation con- 
cerned.” 

Delete: “During the current fiscal year appropriations for the work of the 
Bureau of Public Roads shall be available for expenses of warehouse mainte- 
nance and the procurement, care, and handling of supplies, materials, and equip- 
ment for distribution to projects under the supervision of the Bureau of Public 
Roads, or for sale or distribution to other Government activities, cooperating 
foreign countries, and State cooperating agencies, and the cost of such supplies 
and materials or the value of such equipment (including the cost of transporta- 
tion and handling) may be reimbursed to current applicable appropriations.” 
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“Sec. 308(b). Appropriations for the work of the Bureau of Public Roads shall 
be available for expenses of warehouse maintenance and the procurement, care, 
and handling of supplies, materials, and equipment for distribution to projects 
under the supervision of the Bureau of Public Roads, or for sale or distribution 
to other Government agencies, cooperating foreign countries, and State cooperat- 
ing agencies, and the cost of such supplies and materials or the value of such 
equipment, including the cost of transportation and handling, may be reimbursed 
tocurrent applicable appropriations.” 

Delete: “Appropriations to the Bureau of Public Roads may be used in emer- 
gency for medical supplies and services and other assistance necessary for the 
immediate relief of employees engaged on hazardous work under that Bureau, 
and for temporary services as authorized by section 15 of the Act of August 2, 
1946 (5 U.S.C. 55a), but at rates for individuals not in excess of $100 per diem: 
Provided, That not” 

“Sec. 314. The Secretary is authorized in an emergency to use appropriations 
to the Department of Commerce for carrying out the provisions of this title for 
medical supplies, services, and other assistance necessary for the immediate 
relief of employees of the Bureau of Public Roads engaged in hazardous work.” 

“Sec. 303(c). The Secretary is authorized to procure temporary services in ac- 
cordance with the provisions of section 15 of the Act of August 2, 1946 (5 U.S.C. 
55a), but at rates for individuals not in excess of $100 per diem.” 

Insert: “Not to exceed $10,000 may be expended during the current fiscal 
year for services of individuals employed pursuant to section 15 of the act of 
August 2, 1946 (5 U.S.C. 55a), at rates in excess of $50 per diem.” 

The new language, above, continues authority for a limited number of con- 
sultants at per diem rates in excess of the $50 authorized for the Department. 
generally. This provision is similar to that of previous fiscal years. 


NATIONAL BUREAU OF STANDARDS 


Research and Technical Services (new title) 


Delete : “ce” “temporary or special” (buildings) 

“section 2 of the Act of July 21, 1950 (15 U.S.C. 286) ;” 

“July 21, 1950 (15 U.S.C. 285)” (Repealed by P.L. 85-890) 

Insert : “The Act of September 2, 1958 (72 Stat. 1711)” 

“September 2, 1958 (72 Stat. 1711)” 

All the above changes bring legal citations in the language into agreement with 
legislation passed by the 85th Congress (Public Law 85-890). Pertinent Sections 
are as follows: 

“Sec. 18. To the extent that funds are specifically appropriated therefor, the 
Secretary of Commerce is authorized to acquire land for such field sites as are 
necessary for the proper and efficient conduct of the activities authorized herein. 

“Sec. 14. Within the limits of funds which are appropriated for the National 
Bureau of Standards, the Secretary of Commerce is authorized to undertake 
such construction of buildings and other facilities and to make such improve- 
ments to existing buildings, grounds, and other facilities occupied or used by the 
National Bureau of Standards as are necessary for the proper and efficient con- 
duct of the activities authorized herein: Provided, That no improvement shall 
be made nor shall any building be constructed under this authority at a cost in 
excess of $40,000 unless specific provision is made therefor in the appropriation 
concerned,” 

Insert: “of which not to exceed $1,275,000 Shall be available for payments to 
- ‘Working Capital Fund’, National Bureau of Standards, for additional capi- 
tal:” 

This authorizes payment to the working capital fund for procurement of de- 
preciable equipment, while at the same time identifying such equipment with the 
program of the Bureau benefiting by such procurement. 

Plant and Facilities (new title) 

Delete: “construction of a pilot electronic data-processing device to be used 
In the performance of functions authorized by the Act of March 3, 1901, as 
amended (15 U.S.C. 271-278¢e) : and” 

This eliminates project requiring no further appropriation. 

“section 2 of the Act of July 21, 1950 (15 U.S.C. 286)” (Repealed by P.L. 
85-890 ) 

This citation replaced by new legislation. 

Insert: “The Act of September 2, 1958 (72 Stat. 1711) in the purchase and im- 
provement of radio propagation field sites, and” 
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“including additions to the radio laboratory building without regard to the 
monetary limitation contained in that Act” 

This corrects legal citation, and specifies new projects for 1960. The waiver 
of the ‘monetary limitation’ is necessary for any project in excess of $40,000, as 
is the case in 1960. (See Section 14 of P.L. 85-890 above. ) 


WEATHER BUREAU 


Establishment of meteorological facilities 

Delete: “June 30, 1961” 

Insert : “expended” 

This makes all fund “no-year” in availability. This is consistent with other 
construction appropriations of the Department. 

GENERAL PROVISIONS 

Delete: “expenses of attendance at meetings of organizations concerned with 
the activities for which the appropriations are made ;” 

This authority now contained in Sec. 19(b) of P.L. 85-507, the “Government 
Employees Training Act” approved July 7, 1958, as follows: 

“Hereafter any appropriation available to any department for expenses of 
travel shall be available for expenses of attendance at meetings which are con- 
cerned with the functions or activities for which the appropriation is made or 
which will contribute to improved conduct, supervision, or management of those 
functions or activities.” 

Mr. Preston. Did you wish to make any comments on language 
changes at this time? 

Mr. Moore. No, sir. 

Mr. Nreson. I do not think it is necessary. I think they are self- 
explanatory, unless the committee feels there is some particular item 
they would like to have explanations on. 

Mr. Preston. We will study the statement and if we have any diffi- 
culty we will get in touch with you. 

Mr. Nrerson. We shall be happy to furnish any additional informa- 
tion you may want. 


Tuurspay, May 7, 1959. 
INLAND WATERWAYS CORPORATION 


WITNESSES 


JOHN J. ALLEN, JR., UNDER SECRETARY FOR TRANSPORTATION 
GEORGE T. MOORE, ASSISTANT SECRETARY FOR ADMINISTRATION 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
CLIFTON G. HALL, ASSOCIATE CHIEF, BUDGET DIVISION 


LIMITATION ON ADMINISTRATIVE EXPENSES 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 


Program by activities: Administration (total obligations) $1, 023 $2. | $2, 500 
Financing: Unobligated balance no longer available d 7 


Limitation Srcadeuiligatetar€- dens tistaones so camasaiae | 4 | 2 500 | 
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classification 





| 1958 actual | 1959 estimate | 1960 estimate 


DOORITNIORIAN BEPVIDCS._. ... oo. oo cscceb cuts oenncnemlscetoel ‘ es $50 $50 
Printing and reproduction----_--~-- Tate oa : $22 50 50 
Other contractual services... -..----- J dniedokeaate nee 900 900 

Services performed by other agencies 1, 000 1, 500 1, 500 


é~ 
Total obligations..............--.--- . 2, 500 2, 500 


Mr. Preston. The next item is the Inland Waterways Corporation. 

This is a small amount, $2,500, to be authorized from the Inland 
Waterways Corporation fund as administrative expenses to pay the 
cost of legal expenses and other items. Is that correct ? 

Mr. Nretson. That is correct. 

Mr. Preston. I do not think we need to discuss it, but we will in- 
sert the justifications in the record at this point. 

(The matter referred to follows :) 


INLAND WATERWAYS CORPORATION 


The terms under which the physical facilities and operating rights of the 
Inland Waterways were sold, in 1953, require that the affairs of the Cor- 
poration be settled under the supervision and direction of the Secretary of 
Commerce, and incident thereto, that there be audits and inspections of the 
operations of the purchaser, Federal Barge Lines, Inc. by the Corporation. 

There appears to be no legal authority for the payment of expenses incurred 
in the prosecution of these matters, other than from income and balances in 
the Treasury which are earmarked as the Inland Waterways Corporation fund. 
Certain of these expenses are for classification as administrative, and the 
Government Corporations Control Act requires that congressional authorization 
be obtained for such administrative expenses. 

In 1960, it is requested that $2,500 be authorized from the fund as adminis- 
trative expenses to pay the cost of legal expenses in documentation of property 
sold, the cost of annual audit by the General Accounting Office, the cost of travel 
incident to audits and inspections of the operations of the purchaser, and small 
sums for communications and printing. 

Other expenses to be incurred in 1960, consisting of costs other than legal in 
settlement of suits against the Corporation, are not expected to exceed $5,000. 


Administrative expenses 


| 1958 actual | 1959 saniinate| 1960 estimate 


Program by activities: Administration (total obligations) 
Financing: Unobligated balance not available for subsequent 
use Z 5 adidas nine cme 


Limitation 


Administrative expenses by object 


1958 actual | 1959 estimate 1960 estimate 
a 


' 
Communications. --- sain tae ‘ Did $50 $50 
6 Printing and reproduction . oa “a $23 50 50 
Other contractual services ie elas 900 900 
Services performed by other agencies 1, 000 1, 500 | 1, 500 


Total administrative expenses 1, 023 





Detail of 07 Other contractual services 





———_. 


1958 actual | 1959 estimate | 1960 estimate 


Other contractual services: Legal charges on title abstracts, etc_| 








Services performed by other agencies: 
Reimbursement to Office of the Secretary: Travel by 
auditors 
Audit by General Accounting Office 











Mr. Bow. No questions. 

Mr. Preston. It has been a very interesting hearing, Mr. Secretary, 
and we appreciate your faithfulness in remaining w vith us, and Mr, 
Nielson also. You both have been very helpful and constant in at- 
tendance and we appreciate it. 

Mr. Moore. Mr. Chairman, may I say to you and your committee 
that we have appreciated the courtesy you have shown us in taking 
the time to listen to our presentations, and also the very fine manner 
in which you have received us. 

Mr. Preston. Thank you. It has been a pleasure. 

Mr. Nrerson. I want to share with Mr. Moore in those remarks, 
and if there is any additional information we can supply for the 
committee, we certainly shall be happy to do so. 

Mr. Bow. We were delighted to hh 1ave you here, gentlemen, and al- 
ways appreciate your testimony. 


Tuurspay, May 7, 1959. 


U.S. TARIFF COMMISSION 
WITNESSES 


JOSEPH E. TALBOT, CHAIRMAN 

DONN M. BENT, SECRETARY 

J. MARK ALBERTSON, CHIEF TECHNICAL SERVICE 
LOUIS S. BALLIF, DIRECTOR OF INVESTIGATIONS 
PAUL KAPLOWITZ, GENERAL COUNSEL 


SALARIES AND EXPENSES 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 





Program by activities: 


| 
1. Research, investigations, and reports___.------ | $1,483,831 | $1, 669,000 $1, 733, 700 
2. Executive direction and administration 284, 104 298, 000 301, 300 


Total obligations____- {iaebon 1, 767, 935 1, 967, 000 2, 038, 00 
Financing: Unobligated balance no longer available... ae en onana = sieele 





New obligational authority . 76 6 | 1, 967, 000 2, 035, 000 





amas - —— 


New obligational authority: 
Appropriation. ___- cxainsee” 768,096 | 1, 810, 000 2, 035, 000 
Proposed supplemental due to pay increases. .-_-._....---- oosasenee 





SS F®&8 


S=Ss 
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Object classification 


1958 actual | 1959 estimate | 1960 estimate 


—_— 


Total number of permanent positions 227 238 242 
Average number of all employees- -_--- 214 229 232 
Number of employees at end of year 217 231 232 


Average GS grade and salary “8.9 $6,615 |8.9 $7,269|8.9 $7,875 


01 Personal services: 


Permanent positions $1, 569, 886 $1, 743, 000 $1, 787, 700 
Other personal services 8, 123 9, 200 15, 700 


Total personal services 1, 578, 009 1, 752, 200 1, 803, 400 
TOW still ddd cadandatindsnakhWhthemenddshenh dibadhisane 17, 833 25, 000 30, 000 
"OOTORNIONS ME SINR Es dL. ce nccenssnenneenantucsousena 23 50 50 
Communication services | 9, 312 9, 900 10, 550 

Penalty mail 5, 855 7, 850 8, 500 
Printing and reproduction 6, 081 11, 000 12, 000 
Other contractual services 8, 645 11, 090 10, 000 

Services performed by other agencies 6, 614 3, 600 . 
Supplies and materials 20, 732 19, 010 
Equipment 16, 442 15, 000 
Grants, subsidies, and contributions 98, 218 112, 100 
Taxes and assessments 171 200 


Total obligations_.--- 1, 767, 935 1, 967, 000 2, 035, 





Mr. Preston. The next item the committee will take up is the “U.S. 
Tariff Commission,” found on page 182 of the committee print. 

In the absence of a breakdown chart we will hear a general state- 
ment at this time from the Chairman of the Commission, the Honorable 
Joseph E. Talbot. 

We are delighted to have you and your associates here, Mr. Chair- 
man, and we will be glad to have you read your general statement at 
this time. 

GENERAL STATEMENT 


Mr. Tatzor. Thank you, sir. My name is Joseph E. Talbot. With 
me I have brought Commissioner Glenn Sutton, of Georgia; also the 
Director of Investigations, Mr. Louis Ballif; our Chief Economist, 
Mr. Ben Dorfman; our General Counsel and Chief of our Legal Divi- 
sion, Mr. Paul Kaplowitz; the Chief of our Technical Service, Mr. 
Mark Albertson; and Mr. Donn Bent, the Secretary of the Commission. 

The Tariff Commission’s total estimate for 1960 is $2,044,600. The 
amount requested for personal services is $1,811,000, which will pro- 
vide for 234 man-years, a slight increase over the present year’s average 
annual employment of 231. 

The activity groupings adopted for previous years by agreement 
between the Bureau of the Budget and the Commission are carried for- 
ward in the present estimates. Estimates for the two activities may 
be summarized as follows: 


RESEARCH, INVESTIGATIONS, AND REPORTS 


Activity I is stated: “Research, investigations, and reports.” This 
covers all substantive work of the Commission, as well as all miscel- 
laneous expenses. The total requested for this activity is $1,743,300. 
Of this amount, $1,509,700 is for personal services at. an average an- 
nual employment of 196. The balance of $233,600 provides for all 
miscellaneous expenses, including the item of $116,300 for retirement 
fund contribution, in accordance with recent amendments to the re- 
tirement act. 
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EXECUTIVE DIRECTION AND ADMINISTRATION 


Activity IT is entitled: “Executive direction and administration,” 
It includes the Commissioners’ offices and the administrative services, 
The total request for this activity is $301,300 for an average annual 
employment of 38. Apart from the offices of the Commissioners, whose 
salaries are fixed by law, the estimate for administrative services totals 
$140,100 for an average annual employment of 26. This amount is 
6.8 percent of the total appropriation, a slightly smaller proportion 
than in the current and previous years. 

The amount requested is absolutely essential if the Commission is to 
meet the rising demands for its services, especially in the conduct of 
escape clause and other investigations which the Commission is legally 
required to complete within statutory deadline periods. 

A perspective of the Commission’s average employment over a 22- 
year period is shown in the tables that follow. 


EFFECT OF REDUCTION IN TIME FOR INVESTIGATION UNDER ESCAPE CLAUSE 


And, Mr. Chairman, I would like to add to that formal statement 
the following facts: 

As of the last session of Congress the time for investigations under 
the escape clause was shortened from 9 months to 6 months. At the 
time I came to the Commission more than 6 years ago the Commission 
was allowed 1 year to conduct an investigation under an escape clause. 
That was cut to 9 months in 1953, I believe, : and last year it was further 
reduced to 6 months. This puts the Tariff Commission on a v ery, very 
tight and rigid schedule. In some cases 6 months is adequate time but 
in many cases 6 months means much overtime for our staff—and when 
I say overtime I mean overtime without pay—and it has put us in a 
position where we are going at top speed all the time. 

I bring this to the attention of the committee at this time because 
it means we have to accelerate our work by more than one-third in 
order to get our reports out which are required by law to be put out in 
the 6-month period. 

I think that covers what I wanted to say. 


AVERAGE EMPLOYMENT AND COMPARATIVE ACTIVITY DATA 


Mr. Preston. We will insert in the record at this point the table on 
average employment referred to, found on page 3 of the justifications, 
and also the table on page 5. 

(The tables referred to follow :) 


Average employment table, 1939 to 1960 


Average Average 
employ- employ- 
ment ment 


303] 1950... : ES dh 227 
301 | 1951 213 
299 | 1952 '~ sags chaig 201 
303 | 1953 : 195 
336 | 1954 195 
302} 1955 198 
293 | 19: 204 
269 | 1957 214 
228 | 195! 216 
226} 1959 (estimate) 231 
238 | 1960 (estimate) 234 
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ADDITIONAL EMPLOYEES 


Mr. Preston. How many additional employees are you requesting 
in this budget ? 

Mr. Bent. It is an increase of 3 man-years, from 231 to 234. 

Mr. Preston. And what is your dollar increase over your present 
budget ? 

Mr. Bent. $49,900 for personal services. Including $16,700 for 
miscellaneous objects, the total increase is $66,600. 

Mr. Preston. I think Members of Congress have a pretty good ap- 
preciation of your problem, Mr. Talbot. “We are alw: ays involved in 
these escape clause matters because they affect business in our dis- 
tricts and we do know you have a very serious problem and we think 
your Commission has done a remarkable job over the years. 

Mr. Tarsor. Thank you, Mr. Chairman. 

One of the procedures we follow is sending out a questionnaire 
both to domestic producers and to importers. It has been our experi- 
ence that the questionnaires alone take from 3 to 4 months in order 
to get information that is of a highly confidential nature from each 
company that is involved in an industry and from each of the many 
importers, which may be from 200 to 300 importers. It is a terrific 
job in itself. 

Mr. Preston. Any questions on the Tariff Commission ? 

Mr. Yates. Yes, I would like to ask one question. 


TARIFF RATES AND QUOTA RESTRICTIONS 


Can you tell us generally whether during the last fiscal year tariffs 
have been increasing; and second, whether quota restrictions have 
been increasing ? 

Mr. Tatzor. There have been no changes in tariff rates I can think 
of except in one or two instances where perhaps the President, be- 
cause of an escape clause and on recommendation of the Commission, 
has increased rates. 

Mr. Yates. Was the recent action of the White House in placing 
restrictions on the import of petroleum products the result of a rec- 
ommendation of the Tariff Commission or was it the President’s own 
action ? 

Mr. Tarzor. It was the President’s own action and I imagine the 
recommendation came from the OCDM. 

Mr. Kaprtowirz. That is under a so-called security amendment. 

Mr. Yares. So that generally you would say the trade position of 
the country, in terms of maintaining free trade, is the same as it was 
the previous year? 

PERIL POINT INVESTIGATIONS 


Mr. Taxror. Yes, except this: Last year the Congress extended the 
Reciprocal Trade Act for a further period of time and we are now in 
the middle of preliminary studies on practically every commodity 
that comes into the country. The President is in the process of pre- 
paring a list of the items that may be made the subject of negotia- 
tions, which list he will submit to us. We will then go through this 
peril point procedure, which will take several months. Then at the 
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conference in Geneva, which will probably be next spring, there will 
be anew go-round on rates. 

You will recall Congress authorized a reduction of up to 20 per- 
cent, 5 percent a year, and what that list will be I have no present 
idea except we are now in the process of making data sheets for the 
Trade Agreements Committee which in turn recommends items to 
the President. 

Mr. Yares. You stated your list of imports covers every conceiv- 
able field. 

Mr. Tarzor. Yes, sir. So far as I know now, it could cover any 
and all imports that come into the United States. 

Mr. Yates. But you are investigating all of them ? 

Mr. Tatzor. Yes, sir. 

Mr. Yates. Is this on your own motion ? 

Mr. Tatzor. No. This is because Congress has extended the Re- 
ciprocal Trade Act for a further period of time and has authorized 
the President to further reduce rates up to 20 percent. Our particu- 
lar function now is to make out data sheets for the Trade Agreements 
Committee showing the trend of imports on each particular commod- 
ity to show w hether the domestic industry has a standing in a 
static position or whether it has increased, and so forth, and also to 
warn of the danger of reducing rates on articles that are in a pre- 

carious state at the moment. 

Mr. Suewiey. In effect what you are doing is trying to get the 
material to establish an up-to-date base so that you will know where 
you are going? 

Mr. Tatpor. That is the first thing, and the second thing is we must 
hold hearings on all these commodities and invite the domestic in- 
dustry to come and give us their opinions, just as they do to con- 
gressional] committees, as to whether in their opinion the rates should 
be reduced or should stay where they are or in some cases should be 
increased. 

Mr. Yares. How many items are covered ? 

Mr. Tatror. More than 4,000. 

Mr. Yarrs. Are the funds you have requested adequate for this 
purpose ¢ 

Mr. Tatpor. I have been Chairman of the Commission for only 3 
days and although I have participated in two former rounds of rate 
reductions in the 6 years I have been on the Commission, it is a diffi- 
cultthing tosay. It isa terrific job. 


REQUEST TO BUREAU OF BUDGET 


Mr. Yates. What was the amount you requested for this purpose 
of the Bureau of the Budget ? 

Mr. Ben. Our total request ? 

Mr. Yates. Yes. 

Mr. Ben. Our total estimate was $2,218,600, which would have fe 
vided an average employment of 260 man-years. The Budget 
reau’s analysis of it ended up with the figure you have before you, 934 
man-years. 

Mr, Yarrs. How much of a reduction was in your peril-point in- 
vestigations ? 





804 


Mr. Bent. That is a difficult question to answer. 

Mr. Yates. Did they allow you a lump sum ? 

Mr. Bent. They allowed a ‘lump sum and they did not indicate ex- 
actly what the reduction was coming out of. 

Mr. Tarzor. In 1956 we had a similar experience and in that year 
we used approximately 21 man-years on just this one project. We 
are estimating 10 man-years. 

Mr. Yares. To make the same kind of survey ? 

Mr. Benv. It involves in part a question of timing. 

Mr. Yares. I was going to ask about that. How much time was 
consumed in the study that took place in 1956 ? 

Mr. Tavzor. In 1956 we used 20.9 man-years. 

Mr. Yates. 20.9 man-years to conduct a survey over how many 
months ? 

Mr. Tarzor. At that time we were allowed 4 months on peril-points, 
In addition to the 4 months we spent 2 to 3 months in preparing the 
data sheets for the Trade Agreements Committee. Now Congress has 
extended to 6 months the peril-point investigations. Congress raised 
us 2 months on peril-point investigations, but has cut us 3 months on 
escape-clause investigations. We have already spent 2 or 3 months in 
bringing up to date the data sheets for the Trade Agreements Com- 
mittee which provides the information for the President who sends 
the list to us. Once we get the list we have under the law 6 months to | 
make our peril-point investigations and send a report back to the 
President. 

DATA SHEETS FOR TRADE AGREEMENTS COMMITTEE 


Mr. Yares. What do the data sheets consist of ? 

Mr. Tarror. The data sheets on each article are about 4 pages in 
length. They contain a history of imports in the last 6 or 7 years; 
they indicate the total production of the industry and whether the 
production has remained static or has gone up or down. It also 
shows the exports. One of the tests as to whether the duty should be 
reduced on an article is whether exports exceed imports. “Where you 
have tremendous exports and little imports it indicates we are com- 
peting pretty well with other nations of the world. If you reverse 
the process and you have little or no exports but the imports are high, 
it is an indication you are not faring well in competing with other 
nations of the world, but that other nations of the world are faring 
well in our country. 

Mr. Yates. Are the data sheets the basis of the negotiations that 
will be conducted next year ? 

Mr. Tarpor. Yes. 

Mr. Yates. How long does it take you to prepare the data sheets? 

Mr. Tatzor. We have been on this since the first of the year. 

Mr. Arperrson. We have 4,000 items to prepare data sheets on. 
We are almost completed. 

Mr. Tarpor. It takes about 5 months to prepare the data sheets. 


AREAS OF NEED FOR ADDITIONAL FUNDS 


Mr. Yates. Will the funds in this budget permit you to furnish 
comprehensive and adequate information to the negotiators? Would 
you be able to do a better job if you had more money ? 
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Mr. Tatszor. On this particular item I think perhaps we could get 
along with the money we have asked for this purpose. There are other 
functions of the Commission, though, where we could use more money 
and more help. 

Mr. Yates. Will you state what they are? 

Mr. Tatxor. I shall be glad to. 

First of all, one of the difficulties in making our escape-clause 
investigations, particularly in this short period ‘of 6 months, is the 
accounting nec essary on profits and losses. We have very few ac- 
countants in our Commission. My opinion is—and I know others of 
my colleagues join me in this—th: at- we should have more accountants. 

I think our Economics Division could be strengthened. 

I think several of our Commodity Divisions could be strengthened. 
We have had a teriffic impact on our Metals Division in the last year 
and a half. More than half our escape-clause investigations have been 
on products that come under the heading of “Metals,” such as fencing, 
nails, stainless steel, and all types of metals, and it has put a heavy 
burden on that Division and the Chief of that Division. 

Mr. Yates. Is that continuing up to now ? 

Mr. Tarnor. Yes, sir. In fact, we are today conducting a hearing 
that has been going on all this week, and will continue another week, 
on sewing’ mac chines. This involves Singer sewing machines against 
all the imports of sewing machines from all over the world and it 
could be a 2- or 3-week hearing. 


IMPORT OF BICYCLES 


Mr. Yates. One of the inquiries I have received has had to do 
with the import of bicycles. 

Mr. Tatvor. Yes. The President at our suggestion, increased the 
aly on the heavier bicycles 50 percent and a lesser amount on the 
lighter bicycles. That is the famous case that was taken to the 
customs court and the President's action was upset. 

Mr. Yares. In what respect? Against the action of the President ? 

Mr. Tarnor. Yes. Mr. Kaplowitz, our General Counsel, can answer 
that better than I can. 

Mr. Kartowrrz. The President, following the Commissions recom- 
mendation, did not take the action specifically that the Commission 
recommended but altered it somewhat and issued a proclamation. 
The importers protested that the President should not have modified 
the recommendation of the Commission, that he should have taken 
the action recommended or none at all. The lower court invalidated 
the proclamation. That is now on appeal to the appellate court and 
they will probably hear the case, the last I heard, sometime next fall. 

Mr. Yares. I have a number of bicycle manufacturers in my dis- 
trict and they have written me letters st: iting that a number of the 
smaller bicycle manufacturers in their association are going out of 
business. I knew they had filed protests with the Tariff "Commission 
and I wondered whether the protests had received consideration. 

Mr. Kaptowt1rz. In the meantime, the increased duties under the 
proclamation are being collected, so whatever protection was afforded 
is going on. I do understand some bicycle manufacturers consider 
that even what the President has done is inadequate; that is, the 
President’s increased rates. 
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Mr. Yates. That is all, Mr. Chairman. 
Mr. Presron. Mr. Bow. 


QUESTION OF COMMISSION HAVING FULL RESPONSIBILITY FOR TARIFFS 


Mr.Bow. Yes, Mr. Chairman. 

First, may I say, perhaps I should disqualify myself from this 
hearing as being terribly prejudiced in favor of the Tariff Commis- 
sion that appears before us. I think they should have the full re- 
sponsibility under the Constitution for all tariffs, and I think the 
reciproc al trade legislation that has passed from time to time here in 
the Congress is a great threat to American business. 

The chairman has testified regarding the Singer hearings. I noticed 
in last night’s Star two items: First, the one entitled “Singer Fights 
Foreign Rivals” and the statement that Singer, a well-know American 
concern, probably will have to go out of business. 

Since this is a matter pending before the Commission, I shall not 
go into it, but, Mr. Chairman, I would like to submit this article for 
the record. 

(The article referred to follows:) 


{From the Evening Star, Washington, D.C., Wednesday, May 6, 1959] 
SINGER FieguHts ForREIGN RIVALS 
(By the Associated Press) 


The Singer Sewing Machine Co. told the Tariff Commission yesterday that 
after 100 years it may be forced by Japanese competition to halt production of 
family sewing machines in this country. 

Milton C. Lightner, board chairman, was the company’s first witness in an 
attempt to obtain an order barring the Japanese imports which, he contended, 
use an automatic zigzag stitching device that infringes a Singer patent. 

Union officials, representing workers in Singer’s plant at Elizabethport, NJ. 
joined the company management in the case. 

Counsel for some 40 importers, foreign manufacturers, and dealer groups were 
ranged on the other side. They represented sellers of Japanese, German, 
Italian, Swiss, Swedish, and Spanish machines. 

“We cannot make a sewing machine in this country as cheaply as they are 
made in some countries represented here,” said Mr. Lightner, who also is presi- 
dent of the National Association of Manufacturers, but we can make machines 
which we believe are superior to any other family machine now on the American 
market.” 

If Singer loses out to foreign competition on its zigzag model, Mr. Lightner 
testified, ‘“‘we are going to have to consider very seriously whether we can afford 
to continue the manufacture of family sewing machines in the United States.” 

The company has asked the Tariff Commission to determine whether the 
Japanese are guilty of “unfair methods of competition.” If the Commission s0 
rules, it can recommend to President Eisenhower that he issue an exclusion 
order embargoing the foreign machines from entry. 


Mr. Bow. Then another article appears in the same paper entitled 
aunt eet oe “= 
British Seize Trade Balance. 


British exports to the United States exceeded imports from America in March 
for the first time since 1865—the year President Lincoln was assassinated. 

iver since those distant days the balance of British-American trade has been 
in favor of the United States. On this side of the Atlantic it had become ac- 
cepted as almost inevitable that the United States had more to offer than 
Britain had to give. 

But last night, an announcement by the British Board of Trade reversed this 
pattern. 
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Its figures showed Britain sold the United States goods valued at $78,861,722 
in March. In return Britain bought only $68,733,514 worth. 

So great was this 1-month trade surplus that it wiped out the deficit of Jan- 
uary and February and put Britain $7,527,492 ahead at the end of the first 
quarter of this year’s British-American trade. 

A board of trade spokesman said: “This changing pattern of trade has 
emerged gradually over the years. Our exports to the United States have been 
increasing faster than our imports. I think that to a certain extent it reflects 
the bigger drive by British businessmen to bring in the dollars. The British 
automobile industry did very well last year and had another record year 
in the United States. It all helps.” 

The statistics showed that in the first 3 months of this year, British exports 
of autos to the United States were valued at $57,702,388. This compared with 
$41,681,704 in the first quarter of last year. 

The book also showed that cotton imports from the United States slumped 
from $31,397,663 to $8,848,890 in the first quarter. 


I would like for you to note that last item, Mr. Chairman. I think 
to find those two articles on the same day is very important. I have 
no further questions. 

Mr. Preston. Off the record. 

( Discussion off the record. ) 


VALUE OF TARIFF COMMISSION 


Mr. Presron. Mr. Horan, do you have any questions ? 

Mr. Horan. No; I just have an observation, Mr. Chairman. I 
would like to express that observation in this manner: The Tariff 
Commission has been in the position of defending the American tax- 
payer and, of course, American taxes are paid out of productive 
activities. That is an old and very trite statement, but I do feel that 


it is important. 

Yesterday we had before this committee the Bureau of Foreign 
Commerce, ‘and, of course, we had quite a hearing and a very interest- 
ing hearing. Of course, since we do not consume ev erything we pro- 
duce at home, foreign trade is important to us, but so is the balances 
that are involved. 

I just want to say this: I have appreciated through the years the 
value of the Tariff Commission. We certainly do have to strike a 
balance, Mr. Chairman, and I think the one instrument we have to en- 
me us to do that is the Tariff Commission and the experts that they 

» able to maintain in their shop down there. 

* think the Commission has acted through the years judiciously 
and has attempted to be fair. It is almost ironical to me that on the 
one hand we have a group that comes before this committee wanting 
to promote foreign trade and we have to weigh that. in the balance. 

On the other hand, we have the Tariff Commission, coming before 
us for appropriations attempting to maintain the solvency of Ameri- 
can production. Sometimes, Mr, Chairman, I feel that perhaps we 
should look at those two appropriations at the same time. That is all 
I have to say. 

Mr. Preston. Off the record. 

(Discussion off the record. ) 

Mr. Bow. Mr. Chairman, may I ask one further question on the 
record ? 

Mr. Preston. Yes. 





DUPLICATION OF CENSUS ACTIVITIES 


Mr. Bow. One of the agencies of the Department of Commerce has 
come in with an increase in the Census Bureau for additional em. 
ployees to analyze customs records. I note from your justifications 
in your chart that in New York you have employees doing the work. 
Do you know anything about this proposed increase that the Bureau 
of the Census wants ? 

Mr. Tatgor. No; I do not, but we have six or seven employees in 
New York and one, I believe, at Suitland. 

Mr. AterTson. We have seven in New York and one at Suitland, 

Mr. Taxrzor. And their purpose is getting for us this information 
onimports. They report directly to us. 

Mr. Bow. You do not know whether that would be any duplication 
of what the Bureau of the Census is now anticipating doing? 

Mr. Taxpor. I think I know what you are getting at. We have 
asked for breakdowns of the basket clauses on the various articles 
where under the basket clauses or general classifications one would 
not know exactly how many of 2ach article was coming in unless 
someone was there to tab it and break it down. That is ‘being done 
in a number of commodities. 

Mr. Bow. I was wondering whether we are going to run into some 
overlapping of activities if we give additional employees to the Bu- 
reau of the Census. 

Mr. Tarror. I think not. 

Mr. Bauurr. There would not be any duplication there, Mr. Chair- 
man. As the Chairman of the Commission says, we break down the 
classifications that Commerce issues and obtain more detailed statis- 


tics. We get more detail than they do, but it is not a duplication. 

Mr. Bow. They say that so many of these forms which come in 

are not err classified and that they want to get into that. If 
t 


they do that, will that be helpful to you ? 

Mr. Baxxir. It will be very helpful, sir. 

Mr. Bow. In other words, if they are permitted to do that it be- 
comes helpful to your Commission ? 

Mr. Baur. Very decidedly. 

Mr. Tarsor. We have an example of that in the bicycle industry. 
We have no way of knowing the number of middleweight bicycles 
that are coming into the country, and a breakdown classification 
would show us how many lightweights, how many middleweights, 
and how many heavyweights are coming in. 

We donot have that at the present time. 

Mr. Axsertson. But that work will not eliminate the necessity of 
our having the people in New York. 

Mr. Bow. You would need those people to make the analysis of 
information submitted to you by the Bureau of the Census, but the 
Bureau of the Census would classify it so it would give more "accurate 
information than you are able to get now? 

Mr. Tatzor. Yes, sir; that is right. 

Mr. Preston. Thank you, gentlemen, for a very interesting hearing. 

Mr. Tarsor. Thank you very much. 





Tuurspay, May 7, 1959. 
SMALL BUSINESS ADMINISTRATION 


WITNESSES 


WENDELL B. BARNES, ADMINISTRATOR 
K. L. HANNA, CONTROLLER 


Mr. Preston. The committee will come to order. The next item is 
the Small Business Administration, found on page 167 of the com- 
mittee print. 


COMPARISON OF 1959 AND 1960 BupGeEts 


We will insert in the record at this point the first page of the com- 
parative budget data which has been furnished the committee. 
(The information referred to follows :) 


Comparative budget data, 1959 and 1960 budget estimate 


Funds 


A. Salaries and expenses: 
1. Appropriation for: 
(a) Procurement and technical assistance__-.--_- ; $2, 686, 000 $3, 200, 000 
(6) Investment and development company assistance __- 810, 000 1, 600, 000 
(c) Management and research assistance puiine eibedied 290, 000 800, 000 


Sabteteal........... eins 3, 786, 000 | 5, , 000 


Transfer from revolving fund for financial assistance: 
(a) Loan making and administration and counseling wot 10, 759, 000 | 14, 050, 00 
(6) Disaster loan making limitation _ - -- (500, 000) | (500, 000) 
Transferred for disaster loan making _.- | 325, 000 | 
(c) Contingency reserve 1, 110, 000 | 


BOOT Sc oscccecs 12, 194, 000 


3. Transfer from fund for liquidation of RFC loans | 897, 000 750, 000 


Total sit ‘ | ' 16, 877, 000 21, 961, 000 


. Positions: 
Washington_- : spade aee aerial paciautanl 491 | 561 
Pei Stecsosekee cninknanakmlincedmasdinGhaed 1, 558 2, 132 


Total...... reek Jub FM Fs acne teed 2,049 2, 693 


B. Revolving fund: | 
1. Business loans, disaster loans, and investment and develop- | 
ment company assistance: | | 
(a) Appropriations ; $200, 000, 000 200, 000, 000 
(6) Cumulative appropriations including 1960 ‘budget Te- | 
quests $740,000,000 | 
(c) Authorized ap propriations $900,000,000; legislation to | 
be submitted in 1959 to increase this to $1,100,000,000_ _ | 


' Includes $1,167,000 for increased pay costs as refiected in the President's budget document; this amount 
was reduced to $1,022,000 as the formal request for pay cost; and the House has allowed $919,800. 
Mr. Preston. We are delighted to have with us this afternoon Mr. 
Wendell B. Barnes, the Director. 
Do you have a pr epar ed statement, Mr. Barnes? 
Mr. Barnes. Yes, sir. 
Mr. Preston. Do you wish to read it in its entirety ? 
Mr. Barnes. Yes, sir; if the committee has the time. I will be as 
brief as possible. 
Mr. Preston. All right, Mr. Barnes, you may proceed. 
Mr. Barnes. Thank you, sir. 
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GENERAL STATEMENT 


Mr. Chairman and gentlemen of the committee, it is a pleasure to 
appear before you again, after a lapse of 2 years, to present the budget 
estimate of the Small Business Administration. When I last ap. 
peared the agency was operating under a limited tenure, but the 
limitation was removed by the enactment of Public Law 85-536 on 
July 18, 1958. This act also gave the agency new responsibilities and 
broadened its existing programs. In addition, the Small Business 
Investment Act, which became law on August 21, 1958, has substan- 
tially increased the workload of the agency. 

In summary, the budget estimate includes requests for $21,961,000 
for salaries and expenses, including a contingency reserve of $1,561, 
000 to meet any unanticipated increase in the business loan application 
volume, as compared to $16,877,000 for 1959. In terms of personnel, 
it anticipates a total employment of 2,640 by June 30, 1960, as com- 
pared to an estimated 2,020 on June 30, 1959. The requested increase 
to the revolving fund is $200 million, raising the total to $740 million. 
This fund now finances the investment and development company 
assistance program as well as business and disaster loans. 

The programs of the agency are conducted through 15 regional 
and 39 branch offices located at key points throughout the United 
States and Puerto Rico. The map on page 11 of the justification 
shows the specific locations. 

The justification which has been furnished to the committee con- 
tains the details of each of our programs, and I shall not attempt to 
repeat them here. However, I would like to take this opportunity to 
summarize and highlight certain of our activities in which I believe 
you will be particularly interested. 


PROCUREMENT AND TECHNICAL ASSISTANCE 


The new legislation continued existing programs of procurement 
and technical assistance and added new functions. 


FEDERAL PROPERTY SALES ASSISTANCE 


The first new function given the agency is to assist small firms that 
may wish to buy property offered for sale by the Federal Government 
by assuring them the opportunity to bid competitively for surplus 
real and personal property and natural resources including timber 
from the national forests. To accomplish this, a Property Sales 
Assistance Division has been established in the Washington office, 
and we are requesting funds for 10 additional positions in order to 
provide one technical position in each regional office, and each of 
three major sales centers. Experience has verified the studies made 
last year in connection with the 1959 budget; namely, that such sales 
are conducted at scattered locations throughout the country. The 
Department of Defense alone has 130 disposal centers and anticipates 
surplus sales of between $4 and $5 billion for the coming year. These 
sales centers do not necessarily coincide with purchasing installations, 
and may in fact, be far removed. The personnel requested are the 
minimum essential to carry out the program at these widely scattered 
centers. 
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We have worked out cooperative agreements with the Departments 
of Agriculture and Interior covering the sale of Federal timber under 
their jurisdiction to small business concerns. You will be interested 

know that joint-determination actions to reserve Government- 
owned timber in the Pacific Northwest for small business participa- 
tion will be made in the near future, and others are in preparation. 

Memorandums of understanding for programs other than timber 
sales are now being developed with the Department of Defense, 
General Services Administration, and other Government agencies 
to assist small business to obtain a fair proportion of surplus Gov- 
ernment-owned real and personal property. 


RESEARCH AND DEVELOPMENT ASSISTANCE 


The new act also provides a basis upon which SBA can develop 
an effective program for assisting small business concerns to under- 
take and to obtain the benefits of research and development. We 
have asked for funds to provide 11 additional positions in order to 
assign one specialist in each regional office and four specialists to 
selected Federal research and development centers. This is the mini- 
mum number to do effective work in this important field. 

SBA has developed a program for assisting groups to form re- 
search and development pools through which they can undertake 
research and development programs that are beyond the capabilities 
of the individual companies. An information booklet has been pub- 
lished to provide advice and information to small manufacturers, 
scientists, and inventors who may inquire about forming an R. & D. 
pool. These booklets are available to the public, without charge, at 
SBA field offices. At present, the Washington office is examining the 
first application received for an R. & D. pool, and expects a substantial 
increase in workload as the opportunities become better known. 

We have requested funds for two more specialist positions to 
handle the increased activity expected in examining applications for 
certificates of compentency resulting from contracts for property 
sales and disposal, research, and dev elopment, and purchases of sup- 
plies and services. 

SUBCONTRACTOR ASSISTANCE 


The budget estimate also provides funds for an increase of seven 
specialists to provide an average of one technical position per region 
to assist small business to obtain a greater proportion of the sub- 
contracts resulting from Government prime contracts. Before the 
Senate Appropriations Committee last year, I reported that the grow- 
ing emphasis on complex weapons and rapid acceleration in the mis- 
sile program were creating adverse effects on small business with 
respect to prime contract opportunities. To offset this to a degree, 
we are seeking to simplify the problems of small business in obtain- 
ing subcontracts. This is accomplished in part by working directly 
with prime contractors to determine the items, components, or sys- 
stems that can be produced through subcontracting. We also deter- 
mine the special techniques, test “equipment, special materials, and 
tools required for the production, and, by disseminating this informa- 
tion to small firn IS, are assisting them in their transposition from 
manufacturers of airplane parts to missile components. 

405145952 
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The budget request anticipates continuing other procurement and 























technical assistance programs, including joint set-asides and general me 
procurement assistance, production, products, and other technical as- Fe 
sistance at the same level as in 1959. the 
I would like to show you at this time three charts that bring out the of: 
work that has been done in the fields that I have been discussing. All | 
of the fields that I have discussed so far, the new programs, were the n 
ones that were created by the statute that was passed last summer and 0 
our statutory direction to set up these programs and to carry out the tn 
work. a 
SET-ASIDE PROGRAM pr 
a ee po 
As you know, one of our large basic programs is in Government br 
procurement and in seeing that small firms get a fair share of Gov- 
ernment contracting through the set-aside program. th 
Without reviewing the whole program, we have had, we think, a 
marked, increasing degree of success in setting aside a larger volume in 
of contracts for small firms. th 
This is not to be confused, the dollar amount or the percentages with in 
the total amount of Government work that goes to small firms. is 
This is the specific program under which certain contracts are set 
aside for small firms. di 
You can see from this chart there was an increase from $640 to $730 al 
million. This is a comparison between last year and this year, July a 
through March, the first 9 months of the year. Ifthe other years had ’ 
been projected back of this, you would have seen a marked increase a 
each year that this program has been in operation. 


The next chart are the set-asides that were made for small busi- 
ness at civilian and military agencies during the period from 1956 
through the whole fiscal year, 19: 56, 1957, 19: 58, and 9 months of 1959. 

It shows, as I indicated, a marked increase in the amount of dollars. 

Mr. Hanna. It shows particularly on civilian agencies in 9 months 
of this year we have already exceeded what we did in any previous 
entire fiscal year as well as the overall general increase. 




















ISSUANCE 





OF CERTIFICATES OF COMPETENCY 
Mr. Barnes. The next chart shows the level of activity in certificates 
of competency that are issued by the Small Business Administration 
when a small firm is refused a contract by a Government procuring 
office and gives as its reason lack of finances or lack of technical ability 
to perform a contract. 

There is a tremendous amount of work we have to do in issuing 
these certificates since we have to review the technical and financial 
capacity of each applicant. 

In this there has been a steady increase in activity through each of 
the fiscal years. 


MANAGEMENT AND RESEARCH ASSISTANCE 


Section 602 of Public Law 85-699, the Small Business Investment 
Act, provided for an entirely new program of making grants to States, 
State dev elopment corporations, colleges, and universities for studies 
and research concerning the managing, financing, and operating of 
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small business concerns. This section of the act provided $27,546,311 
for making such grants. The fund consists of repayments from each 
Federal Reserve bank of the aggregate amount which the Secretary of 
the Treasury had heretofore paid ‘to such banks under the provisions 
of section 13b of the Federal Reserve Act. 

Only one grant not to exceed $40,000 may be made within a State 
inany one year. These grants are to be made to carry out the pur- 
poses ‘of section 8(b) ( 1) of the Small Business Act, as amended. The 
latter section states thet SBA shall provide managerial aids to small 
business concerns by advising and counseling on “good management 
practices, by cooperating with nonprofit or ganizations for this pur- 
pose, by maintaining a clearinghouse for information concer ning small 
business management and by disseminating such information. 

We have received 100 proposals for research studies and it appears 
that at least 35 contracts for studies _ be executed. 

There may be as many as 45 this year. About 150 proposals result- 
ing in 52 contracts are anticipated in fise al 1960. This would require 
the obligation of $2,080,000 from the fund. The estimated balance 
in the fund as of June 30, 1960, after making grants in 1959 and 1960, 
is $24,066,311. 

These research proposals will require much administrative time 
devoted to such tasks as: (1) guidance to agencies eligible, or schools 
and colleges, for grants to enable them to submit acceptable propos- 
als; (2) careful review and analysis of each proposal received; and 
(3) following up on projects for which grants have been made to help 
assure getting the greatest value for small business for the money 
spent. Examples of proposals already submitted are: 


1. An inventory, analysis, and evaluation of marketing assistance needed 
by small manufacturers. 


» 


2. To determine the desirability and feasibility of providing, through an 
extension service, broad advisory facilities for small business. 

3. Future of the small retailer in secondary shopping centers. 

4. Survival experience of small companies in a declining industry in a 
highly industrialized area. 


5. Financing small business-survey of credit and capital sources. 
6. The removal of obstacles to the growth of small locally owned manu- 
facturing firms in a newly developing industrial area. 

During 1960 it is estimated that some 87 active research projects 
will be in process, consisting of 35 approved in 1959 and 52 in 1960. 
A check on the progress of these projects will be made from time to 
time by our field staff. 


MANAGEMENT PUBLICATIONS PROGRAM 


The Small Business Administration management publications pro- 
gram continues as a growing source of practic al and eagerly sought 
information for owners and managers of small concerns. In addition, 
university teachers of business subjects use the publications as class 
reference material ; trade associations supply them to members; and 
private publishers review and quote them. Professional people serv- 
ing small business use them in advising clients. The agency pub- 
lishes seven regular series, three of which are sold by the Government 
Printing Office. 

As of March 1959, the total number of titles issued was 236 and 
new titles are being added continually. The older titles initially 
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distributed without charge are republished annually and are sold by 
the Government Printing Office. 


ADMINISTRATIVE MANAGEMENT COURSES 


The value of SBA cosponsored administrative management courses 
for the owners of small business has been proven. The Small 
Business Administration furnishes administrative guidance and pub- 
lished materials, with educational institutions assuming educational 
and financial responsibility for the courses. More than 500 admin- 
instrative management courses have been cosponsored by the ageney 


since the inception of the program about 414 years ago. Some 15,000 | 


small business owners and managers have attended. The unfilled de. 
mand is still great and there will continue to be an expanding need 
for these courses every year for an indefinite period. 

Practical counsel and advice on starting a new business is sought 
by many men and women. In some instances, these people know some- 
thing about the type of operation in which they wish to engage. In 
other cases, they ask to be advised on selecting the operation itself be- 

cause they have had no previous experience and can afford the in- 

vestment of only a limited amount of capital. In the same vein, 
owners and managers of established small businesses often have par- 
ticular problems which involve some phase of management and with 
which they want assistance on a personal basis as quickly as possible. 
F requently , these individuals do not know where to turn for suitable 

help. Typically, neither their capital nor their projected volume of 
business permits the use of professional commercial counsel. Hence, 
the SBA’s management counseling, carried on by both the Washing- 
ton and field offices, has been carefully planned to provide the needed 
assistance without competing with private management firms. 


SMALL BUSINESS CONFERENCES 


The agency also endeavors to improve management by partici- 
pating in short conferences which cover some signific ant aspect of 
small business management. Sponsoring groups include banks, 
chambers of commerce, and trade associations. Such a program re- 
quires the development of procedures for conducting conferences and 
instructions for guiding the participation of agency personnel. 
Numerous techniques must be worked out, rev iewed, and analyzed. 
Full value of these small business conferences is obtained only through 
effective scheduling and coordinating of agenda; obtaining effective 
speakers and workshop leaders; and arranging for printed programs 
and appropriate exhibits, equipment, and ac scommodations. 

To cover the field aspects of the programs under management and 
research assistance the estimate provides funds for two technical em- 
ployees in five of the larger regions and one employee in each of the 
other regions. Because of the type of operations, many of the fune- 
tions must be conducted on a centralized basis. Therefore funds for 
an increase of 10 employees, providing a total Washington staff of 
32, including clerical, is included i in the estimate. 
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STUDY OF RATESIN THIRD-CLASS BULK MAIL 


The Postal Policy Act of 1958 requires a separate study by 
SBA and the Department of Commerce of the rates of postage in 
third-class bulk mail matter, in order to determine the effect of rate 
increases on smal] business enterprises and on users of the mails, and 
on the national economy generally. We are cooperating with the 
Department of Commerce in arranging for the compilation of data 
needed in connection with the studies and are shari ing the costs equally. 
The budget estimate contains $100,000 for SBA’s share i in 1960. 

I would like to start by introducing Mr. Duncan:H. Read, who is 
Deputy Administrator in charge of the Investment Division, whom 
vou have not met before and I would like you to meet him. 


INVESTMENT AND DEVELOPMENT COMPANY ASSISTANCE 


I will now review for you the progress we have made since the Small 
Business Investment Act was passed on August 21,1958. The agency 
answered 13,000 letters and inquiries from September 1 through Janu- 
ary 31; in Januar y alone we answered 8,000 such letters and inquiries. 
This t task, i in itself, was an enormous job, since most of the inquiries 
had to be answered individually rather than by form letters. 

Proposed SBA regulations under the act were prepared and pub- 
lished in the Federal Register on October 29, 1958, just 2 months and 10 
days after the act itself was passed. The public was given 30 days 
during which to comment and make suggestions. Many helpful com- 
ments and suggestions were received and adopted and the final regula- 
tions were published on December 2. This was 3 days after the closing 
date for submitting comments and was 314 months after the passage 
of the act. 

Because of the complexity of the subject matter involved in the 
Small Business Investment Act and its regulations, we felt it de- 
sirable to hold meetings in various parts of the country to explain the 
act and regulations in detail and to answer questions of persons who 
were interested in forming small business investment companies, or 
in being associated with them in some way. 

An effort was made at such meetings to limit the audience as far 
as possible to investors, accountants, lawyers, and other persons in- 
terested in the formation of such investment companies, rather than 
borrowers or others seeking financing from the companies. 

The first meeting of this kind was held in Minneapolis in late 
September and was so well attended—about 700 persons were pres- 
ent—there was standing room only. Interested persons came from 
all over Minnesota, from the adjoining States of Wisconsin, Illinois, 
Iowa, Nebraska, the Dakotas, and from as far away as Missouri and 
North Carolina. 

A later meeting was held in New York on December 2 under the 
auspices of the American Management Associations. This meeting 
had as speakers not only a group from the Small Business Adminis- 
tration, speaking on various topics relating to the act, but also rep- 
resentatives from the legislative branch, the Bureau of Internal Reve- 
nue, Securities and Exchange Commission, and informed private in- 
dividuals. The proceedings of this meeting were published as an 
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official document of the Senate by the Senate Select Committee on 
Small Business. 

Other meetings subsequently were held in Los Angeles, Kansas 
City, Philadelphia, New Orleans, and most recently in Boston on 
April 9. Individual speakers dealt with the subject in other meet- 
ings in Chicago, Cleveland, Pittsburgh, Dallas, and Galveston, Tex, 
Our field offices have furnished speakers to smaller meetings in many 
other cities, when requested. 

The Securities and Exchange Commission cooperated in all of the 
larger meetings, by furnishing speakers on subjects relating to the 
Securities Act of 1933, the Investment Company Act of 1940, and 
their relation to the Small Business Investment Act. 

In all, approximately 10,000 persons attended these meetings, and a 
great many indicated their interest in the formation of these new 
small business investment companies. We estimate that 200 to 300 
companies are now in various stages of formation. 

Since December 2, 1958, we have developed application forms, 
provided these and copies of the regulations and copies of the Small 
Business Investment Act to all our field offices, and have assigned 
well-trained personnel to consult with the organizers of small business 
investment companies. While one or two applications were received 
by the end of December, the preliminary applications, or proposals 
as they are called, were not received in quantity until after the mid- 
dle of January. To date, SBA has received 67 proposals to organize 
small business investment companies. 

We have prepared a couple of charts that will show the activity in 
relation to these applications and the formations of these companies. 

Mr. Hanna, will you please explain it ? 

Mr. Hanna. This is as of April 25. There have been three more 
proposals received since that time increasing the total to 67. This 
shows that actual licenses have been issued to three. 

Notices to proceed have been issued to an additional 30. The re- 
maining bar represents those in process. 

The 19 indicated here represent those on which amendments have 
been requested and these are out of our hands at the present time, 
leaving 12 that are being worked on in Washington at the moment. 

On the second chart, the total represents total initial capitaliza- 
tion proposed and the lower black segment represents the subordinated 
debentures that SBA is being asked to purchase. In other words, 
in the 64 proposals that have been received, the total capitalization 
is $21,900,000, of which SBA will be asked to buy 5.2 million in sub- 
ordinated debentures. 

About 3 weeks’ time is required to process a proposal. One of the 
time-consuming activities is the checking of credit standing and the 
references given by the officers, directors, and organizers of the com- 
panies to make certain that they are persons qualified to handle other 
people’s money and to operate such companies. It is usually 15 to 20 
days before all of the replies to these inquiries are received and 
evaluated. 

If the SBA action on the proposal is favorable, a notice to proceed 
is sent to the organizers, indicating that a license will be granted if 
the company is actually formed and capitalized as stated in the pro- 
posal, with any amendments SBA may require. After a notice to 
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proceed is issued, SBA can take no further action until the agency 
receives the formal application for licensing, in which the applicants 
certify that all matters have been completed. 

To date, the agency has approved 34 notices to proceed ; another 15 
companies had been advised to make certain amendments in their 
papers in order to conform to the act and regulations; 2 of these 15 
had been asked to submit new proposals; 15 proposals are under cur- 
rent review, and 3 companies had completed all their work and had 
been issued licenses a day or two after receipt of their applications. 

The time between submission of a proposal and issuance of a license 
is not entirely taken up by SBA activity, as the organizers of a com- 
pany must devote considerable time with other Federal and State 
agencies after they receive a notice to proceed. 

“Organizers of small business investment companies are required to 
clear with SEC as to registration of their company under laws ad- 
ministered by the Commission. Other Government agencies must 
also be consulted by the organizers in some instances. For example, 
bank holding companies must clear certain problems with the Federal 
Reserve Board. Many proponents have been studying the internal 
revenue laws before determining the form of organization and the 
extent of activities to be engaged in by the proposed company. 

Each of the States has officials who administer the corporation, 
banking, and securities laws. Consequently, the organizers must de- 
vote considerable time with State authorities in obtaining a charter 
and in clearing any public offering of their securities. 

The staff of the Small Business Administration has worked dili- 
gently in formulating reporting forms and procedures for use by the 
investment companies for licensing purposes and for operations. This 
information is being keyed to the requirements of the Securities and 
Exchange Commission in order to avoid duplication and to serve the 
needs of both the Commission and the Small Business Administra- 
tion, as well as those of the investment companies. 

The SBA staff is also collaborating with a committee of accountants 
in drafting these accounting and reporting forms and procedures 
necessary for regulation and examination. This committee has been 
most helpful to us in pointing out ways to simplify procedures and 
hold down accounting and auditing costs. It is planned to furnish 
the investment companies with a recommended manual of account 
classifications for their use. It is expected that this manual will be 
supplemented with legal opinions and operating instructions help- 
ful in formulating loan, investment, and other operating policies 
by management. 

The financial reports prepared on the basis of the recommended ac- 
counts will be used by certified public accountants engaged by invest- 
ment companies in the conduct of their audits and examinations, as 
well as by the managements of the investment companies. In turn, 
the certified public accountants’ audit reports and managements’ 
financial reports, will be used by the SEC and by the Small Business 

Administration examiners in their review of the financial position and 
operations of the investment companies, thus minimizing the number 
of Federal employees required as examiners and avoiding duplication 
of reporting. 
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Separate regulations were required for the development company 
lending programs under title V of the Small Business Investment 
Act, and these were completed and published in the Federal Register 
on December 31, 1958. Applications for loans under title V total 16 
through April 1959. Of these, seven applications have been ap- 
proved for $855,000, one has been declined, and one withdrawn. All 
of the loans approved have been to local development companies. 

When the programs under the Investment Act are fully imple- 
mented and coordinated, we believe that small business concerns will 
be provided the necessary financial] assistance to which they are enti- 
tled in furthering their growth and the progress of the national 
economy. ‘The funds contained in this budget estimate are designed 
to provide the staff needed to fully implement and coordinate the 
program. For the field we have planned for an average of two finan- 
cial specialists and one investment company examiner per region. 
For Washington, we have budgeted 35 technical positions. The ratio 
of Washington to field staff reflects the expressions of the Congress 
that the program be handled, to a large degree, on a centralized basis, 


FINANCIAL ASSISTANCE 


The demand for SBA business loans has increased tremendously 
in fiscal year 1959. In the first 9 months the agency received 7,661 
applications, compared to 5,144 in the same period in 1958. This isa 
rise of 48.9 percent. The high level of activity which began in March 
of 1958 was interrupted in Dec ember, but picked up again : shortly after 
the first of the year, and in March 1959 applications totaled 1,083. 
These trends are reflected by the chart on page 40 of the justification, 
shown aschart A up here. [ Indicating. ] 

Mr, Presron. Explain it to us, Mr. Hanna. 

Mr. Hanna. The chart shows rather clearly the pattern which SBA 
has normally experienced in the number of business loan applica- 
tions received, generally with each year averaging higher than the 
previous year. 

Mr. Presron. Identify the colors on the chart. 

Mr. Hanna. The dotted red line is fiscal year 1957. The dotted 
black line is fiscal year 1958. And the green line indicates fiscal year 
1959. 

If you will notice, in 1958 we started a big upsurge in February 
and March and reaching a peak of 1,099 applications i in May, then 
dropping down to 845 applications in June. It picked up in the 
current fiscal year and has maintained rather high levels except for 
the normal January and February drops. 

I might explain the sharp drop in December is partially due to the 
fact we shifted our reporting period and actually December is only 

25 days. Otherwise the pickup went to 1,083 in March. 

Our preliminary figure for April indicated 896 and we think May 
will pick up. 

Mr. Barnes. I have just shown the total number of applications 
received during the last 3 fiscal years. The next chart shows it 
another way. These are also shown on page 40 of the justifications. 

The number of inquiries received in February and March indi- 

cates that demand will continue high in the remaining months of the 
fiscal year. 
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The green line on this chart shows the same infomation as the 
previous chart which is the applications received from 1956 to the 
present on a month-to-month basis. The red line has a different scale 
and this shows the number of inquiries that are received. This is a 
workload measure. Your committee, I am sure, is interested in know- 
ing how much work we have in talking to people in our office and in 
answering letters and in talking to people on the telephone. This 
shows each month how many people we deal with in all our offices 
throughout the country. 

You will note the continuing rising scale since the middle of 1958 
or early 1958. The figure is hovering around 11,000 or 12,000 in- 
quiries per month, which is an enormous amount of time spent in talk- 
ing to people and writing letters. It also indicates an increase in 
applications we are receiving. We do not know where this line will 
stop. We are making an estimate from the best information we have. 
You can see for yourself it is a problem. 


NUMBER OF APPLICATIONS ON WHICH BUDGET IS BASED 


This year’s budget was predicated on an average monthly rate of 
850 applications. Since receipts in the first 9 months have averaged 
851 per month, the high March level of 1,083, if continued over the 
remaining months as anticipated, will raise the average for the whole 
year toa much higher figure. 896 were received in April. 

Mr. Hanna, will you present the next chart. 

Mr. Hanna. This chart is designed to show month by month the 
applications received and processed and the backlog remaining at the 
end of the month. 

The blue line represents the applications received during the month. 
The middle black line indicates the applications that were processed 
either in the field or in Washington. And the yellow line indicates 
the applications pending at the end of the month. The small segment 
at the top indicates those in Washington that have been referred from 
the field for action, and normally those take only a few days to be 
processed. 

It was August last year before we received our approye as for the 
current year, consequently we could not start out before that time to 
recruit personnel to meet. the expanded workload. As a result we 
have experienced a terrific backlog. But this chart does show we 
have tended to level off here despite the increase in application activity, 
and in April we actually becuicti it down about 200. My recollection 
is that the backlog in April was 1,277. It was 1,472 at the end of 
March. 

BACKLOG OF APPLICATIONS 


Mr. Barnes. In commenting on that chart I would say a normal 
backlog would be about the number of applications that we receive in 1 
month, so a normal backlog should be about from 850 to 1,000. If it 
gets over this it is not normal. And of course we do not budget our 
prmenel on the basis of what is needed to get over a backlog; we 
udget it on what is needed to service the applications as received. 

Therefore, during the last year, although we were given enough 
funds to staff, to process 850 applications per month, only now has the 
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staff been able to exceed that level and we are eating into the backlog, 
We think we can do it all right but it is an indication of why it takes 
time. 

INCREASE IN NUMBER OF APPLICATIONS 


It is difficult to project figures on loan application activity. The 
large increase which we have experienced in business loan applic ations 
indicates a new phase of enlarged loan activity. There are five 
underlying reasons in my mind to account for this new development: 

First, there is an increased consciousness and awareness in the busi- 
ness community and among bankers of the Small Business Adminis- 
tration and its loan facilities. The great publicity surrounding the 
Small Busines Investment Act has indirectly contributed to an en- 
larged loan activity by advertising our existence. I might com- 
ment at this point that by the publicity I do not mean the meetings 
held across the country, but almost every business magazine has 
printed articles about the Small Business Investment Act, “and in the 
course of the articles they have discussed our other programs. This 
has tended to attract the attention of the businessmen to the loan facili- 
ties that are available. 

Second, the Federal Government has made various moves to tighten 
private credit in order to combat inflation. For example, during 
March there was another increase in the rediscount rate by the Fed- 
eral Reserve Board and, in the past, I have found that raises in the 
rediscount rate have been followed by higher Small Business Ad- 
ministration activity. That is in connection with the financial as- 
sistance program. 

Third, we are in a period of vigorous recovery from the recent re- 
cession. Small business is sharing in the recovery and many new 
small businesses are being formed as reflected by the record rate of 
new business incorporations. This too is increasing the demand on 
us for small business credit. 

Fourth, the acceleration in private bank credit, we might almost 
call it a boom, which started during 1955 has been in progress now 
for several years. Portfolios of private banks are now filled on 
certain types of loans and most particularly on term loans which are 
normally a small fraction of the total loans of a commercial bank 
if they are made at all. Small businesses which have the lowest 
priority on term loans are being turned away and come to the Small 
Business Administration. 


INTEREST RATES 


Fifth (and may I add I think perhaps this is the most important), 
is the extremely favorable loan rate of the Small Business Adminis- 
tration as enacted in the Small Business Act of 1958, 514 percent 
lowered from the previous 6 percent maximum rate. When the SBA 
commenced operations, our rate was above prevailing interest rates 
in certain areas. During the past few years, however, private inter- 
est rates have been moving upward and the favorable 514 percent 
rate fixed by Congress undoubtedly encourages many sound small 
business borrowers to apply to the Small Business Administration. 
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While on the subject of interest rates, I might mention that legisla- 
tion enacted in the last session of Congress making SBA a permanent 
agency also removed the ceiling on the rate of interest which can be 
charged by banks on their share of participation loans. Participating 
banks therefore can now set any ceasonable and legal rate on the whole 
of a deferred participation loan until such time as SBA purchases its 
agreed percentage of the loan. This change permits banks a reason- 
able net return after deduction of the participation fee charged by 
SBA. We are continuing to work with banks and to improve our 
administrative procedures to make the participation loan program, 
more attractive. Increasing the number of deferred participation 
loans will permit a greater number of loans to be made and serviced 
with the same amount of SBA funds. Charts 3 and 4 show how many 
are participation loans and how many are direct loans. Mr. Hanna. 

Mr. Hanna. The first chart shows by number the deferred and im- 
mediate participation, and direct loans that are approved. The direct 
loans are the yellow segment. 

The second chart shows the same information on a percentage basis 
comparing 1957, 1958, and 1959. 

It will be noticed in 1958 the proportion of the deferred participa- 
tions decreased to an average of 15.4 percent while the immediates held 
reasonably close to the previous average, with an overage of 47 percent. 
During 1959 the deferreds have increased to 16.9 percent but the direct 
loans have increased in proportion from 37.6 percent to 41.3 percent 
and the immediates have tended to decrease as a portion of the total. 


PROJECTED NUMBER OF LOANS 


Mr. Barnes. A counteractive force may develop in the future which 
will reduce the number of our regular loans. As mentioned earlier, 
the first small business investment companies have been licensed for 
operation. More will be licensed in the remainder of this year. It is 
possible that their operations will somewhat reduce the demand for 
SBA loans although it is difficult to predict the level of their activity 
in the first year of their existence. 

SBA business and disaster loans being serviced increased from 
about 12,600 at the beginning of the fiscal year to approximately 
15,800 at the end of March 1959. Approximately 17,000 will be on 
the books by the end of fiscal year 1959 if the present rate of applica- 
tions continues and the percentage of applications approved remains 
at approximately 58 to 60 percent. The rate of approval in March 
was 62 percent, and 58 percent has been the average so far this fiscal 
year and has been assumed in our budget projections. 


RATIO OF APPROVALS TO TOTAL APPLICATIONS 


The next chart shows the ratio of approvals to total applications, 
which is an important consideration because it is the figure on which 
our budget is based. Mr. Hanna. 

Mr. Hanna. The lower segment is the proportion of loans each 
month that are acted upon that are approved. The yellow segment 
represents the portion that were declined. 

During the current year it has averaged 58.5 percent approved and 
41.5 percent declined. 
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Last year it averaged out 59.6 percent approved and 40.4 percent 
declined. 

That compares with a cumulative ratio of 53.9 percent approved 
and 46.1 percent declined. 

Mr. Preston. How can you explain such a terrific difference between 
the months March and April 1957 ¢ 

Mr. Hanna. We were running out of money at that time. We had 
a supplemental request in and it was tied up in a deficiency bill, I 
believe, so at that time we were pulling out only the most urgent cases 
and processing those. 

Mr. Barnes. We practically stopped making loans for about 2 
months. 

Mr. Hanna. That is why those 2 months are so out of proportion. 

Mr. Barnes. Each loan which is approved and disbursed increases 
loan servicing demands upon our staff. These demands will continue 
to grow through the next several years until the rate at which loans 
are amortized and paid in full approximates the average rate of loan 
approvals. The budget provides for gradual increases in personnel 
required for servicing these additional loans in line with the antici- 
pated rate of increase. 


RELATION OF WORKLOAD TO NUMBER OF LOANS OUTSTANDING 


The next chart shows the number of loans outstanding and reflects 
the workload in administering loans and in making our collections. 
This is an important —_ of our work but it was not so important 
when we appeared before your committee the first 2 or 3 years of the 
agency because we did not have so many loans on our books. 

Please explain the chart, Mr. Hanna. 

Mr. Hanna. The red segment represents SBA business loans and 
the upper portion disaster loans. The green represents RFC disaster 
loans which we took over for liquidation on July 1, 1955. We took 
over 3,229, I believe, RFC disaster loans. 

Then on July 1, 1957, we received the RFC business loans having 
less than a $250,000 balance which we are continuing to service also 
for liquidation purposes. 

We show 376 business loans on March 31, 1959, RFC loans, as com- 
pared to 352 last June. 

At the time we took them over approximately 500 were being ad- 
ministered by banks under the pool agreement RFC made years ago. 
We are gradually taking them back and will have them completely 
transferred to us by the end of this year. There are only about 180 
left. 

Mr. Barnes. If you will notice the reduction in the green portion 
from 1955 to 1959, that reduction indicates the number of RFC dis- 
aster loans that have been reduced in this comparatively brief period. 
You will see it has been reduced by almost half in a 5-year period. 

Mr. Preston. Is that because of repayment ? 

Mr. Barnes. That is because of repayment and we made extraordi- 
nary efforts to collect on these loans. Some were made, particularly 
out in Kansas City, that were very marginal loans, and many of them 
were delinquent when we took them over. They were not large loans. 
We have gotten them paid off and I am very proud of that reduction. 
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The sharp increase in disaster loans following 1955 reflects the 
activity during the hurricanes we had along the eastern seaboard. 
Fortunately, there has not been much increase in 1958 and 1959. We 
did have some drought loans and some loans in Ohio, Indiana, Ken- 
tucky, and Pennsylvania this year for floods. But, generally speak- 
ing, this indicates an always increasing need for people to collect and 
administer the loans. I am sure the committee would not want us 
to do other than follow the most diligent business practices in servic- 
ing the loans after they get on our books, and this means increasin 
our staff until we reach a point at which the loans are being paid o 
as fast as they are being made. 

Mr. Bow. Will the chairman yield? 

Mr. Preston. Yes. 

Mr. Bow. Do you have any charts showing how many of these loans 
are current and how many are delinquent ? 

Mr. Barnes. We will come to that; yes, sir. 

Mr. Bow. Thank you. 


INCREASE IN LOAN ADMINISTRATION STAFFS 


Mr. Barnes. Since it appears more loans will be made this year 
than had been projected, it will be necessary to increase loan admin- 
istration staffs in the remaining months of fiscal 1959 more rapidly 
than we had anticipated. It will be possible to do this within existing 
budgetary limitations, however, because certain budgeted positions 
have been left unfilled temporarily while we have been decentralizing 
loan administration functions to the branch offices. 

Decentralization of loan administration from the regional offices to 
branch offices will make counseling assistance available to more bor- 
rowers on a local level and reduce travel costs incurred in servicing 
our loans. Better administration should also result from the more 
frequent contact at the local level. As the agency matures, the greater 
portion of total financial assistance personnel will be required in the 
meeting of borrowers’ continuing needs through watchful and helpful 
loan servicing efforts. 

CONTINGENCY RESERVE 


The appropriation for the fiscal year 1959, for the first time, pro- 
vided a contingency reserve designed to permit us to meet unantici- 
pated increases in business loan volume. As I have mentioned, it is 
very difficult to forecast accurately the volume of loan applications to 
be received. Our 1957 budget was developed on a forecast of 350 
applications per month, but actual receipts averaged 572. The fiscal 
year 1959 budget was based on 850 applications per month and we 
now know that estimate is too low. The budget which we are present- 
ing to you at this time is based on an average of 1,100 applications per 
month. 

In the past, temporary peakloads of applications have been handled 
by borrowing personnel assigned to loan servicing functions. It is in- 
advisable to withdraw personnel from the loan servicing function be- 
cause of the need for prompt and continuous followup on outstanding 
loans to keep them current and anticipate trends which could result in 
delinquency. Our estimates in previous years have been on the con- 
servative side, and in view of the factors I previously mentioned ex- 
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plaining the increase in workload, I believe that our 1960 estimate is 
equally conservative. It is very important, therefore, that a contin- 
gency reserve again be approved in 1960. 


DISBURSEMENTS 


Through the end of M: eh, disbursements have been made by SBA 
and participating banks of $512.6 million in connection with 11,396 
business loans. Of these, 9,642 were outst: anding in which SBA hada 
cash investment or was committed to purchase its agreed share of de- 
ferred participation loans disbursed solely by banks. The difference, 
of course, represents loans repaid in full or otherwise liquidated plus 
deferred participation loans taken over entirely by the participatinz 
institutions. 

DELINQUENCY RECORD 


I would like to be able to report that all of our loans were current 
and that no losses had been incurred. However, considering the na- 
ture of our loans and the economic situation in the recent past, I feel 
that our delinquency record speaks well for the small business firms 
involved. 

To date, only 35 business loans have been charged off with a resulting 
principal loss of $465,814, which is about one-tenth of 1 percent of the 
amount disbursed. Of the outstanding loans referred to previously, 
347 were in liquidation with the SBA “share of the unpaid principal 
balance amounting to approximately $10.2 million. It is anticipated, 
of course, that collateral in most instances will minimize any loss. If, 
however, the same loss experience applies to these loans as has occurred 
in connection with the loans actually charged off, the collateral to be 
liquidated will reduce the ultimate loss to the Government to approxi- 
mately $5.3 million. This, coupled with the losses recorded through 
March 1959, would amount to about $5.8 million, or about 1. 3 percent 
of the agency’s share of loans disbur sed. 

In addition, 325 business loans, with an unpaid principal balance 
of $10.7 million were delinquent in excess of 60 days. The agency 
analyzes each delinquent loan in a sympathetic manner, with a view 
toward assisting the borrower in overcoming his difficulties and at the 
same time protecting the Government’s inv estment. 


SPECIAL AUTHORIZATION FOR DISASTER LOANS 


The estimate recommends the continuation of the special authoriza- 
tion for funds to meet the cost of making, closing and servicing new 
disaster loans occurring during the fiscal year 1960 because of the 
unpredictable nature of a disaster program. Our total fiscal year 
1959 disaster loan application activity through March 1959 was 936 
applications and 614 approvals. To handle this wor kload, a total of 
$325,000 was transferred from the revolving fund upon approval by 
the Bureau of the Budget, and obligations through March 1 amounted 
to $170,133. 

Mr. H: anna, will you explain the chart ? 

Mr. Hanna. This chart is designed to show month by month appli- 
cations received, processed, and the backlog. 








te is 
ntin- 


SBA 
396 
ada 
f de- 
nce, 
plus 
tine 


rent 
, na- 
fee] 


irms 


ting 
the 
sly, 
‘ipal 
ited, 

If, 
rred 
o be 
OXI- 
ugh 
cent 


ince 
ney 
lew 

the 


1Za- 
new 
the 
‘ear 
935 
| of 
| by 
ited 


pli- 





825 


The blue line represents the applications received each month, the 
black line indicates those processed, with the small white segment at 
the top withdrawn, and then those pending at the end of the month. 

This indicates particularly the variations you encounter in a dis- 
aster program and how difficult it is to anticipate the volume in any 
period. Sc89'4 

The large increase in March represents the applications resulting 
out of the floods in Ohio and Indiana, particularly. 


LIQUIDATION OF RECONSTRUCTION FINANCE CORPORATION LOANS 


Mr. Barnes. In addition to the activities previously discussed, we 
have responsibility for the administration and liquidation of certain 
loans of the former Reconstruction Finance Corporation which were 
transferred to SBA pursuant to the provisions of Reorganization 
Plan No. 2 of 1954 (disaster loans) and Reorganization Plan No. 
1 of 1957 (business loans). Our budget request for salaries and ex- 
penses includes authority for the transfer to that account of $750,- 
000 from the RFC liquidation fund for administrative expenses for 
such liquidation activities. This is a reduction of $147,000 from 
fiscal year 1959 and reflects the steadily declining number of loans 
outstanding. 

Of the 735 business loans approved for transfer, 498 were being 
serviced for RFC by banks under a pool arrangement. This arrange- 
ment was continued by SBA, but the number of such pool loans has 
now decreased to about 180, In view of this relatively small num- 
ber, these loans are being returned to SBA for servicing since it is 
estimated to be more economical and will permit final disposition 
of assets more efficiently than continuing the servicing by several 
different banks. This additional work is included in the estimate 
for administrative expenses in 1960. 


REVOLVING FUND 


Finally, I will comment briefly on the revolving fund. This fund 
finances the business and disaster loan programs under the Small 
Business Act, and the program of investment and development com- 
pany assistance (exclusive of administrative expenses therefor) under 
the Small Business Investment Act as have been discussed previously. 
Our appropriation request includes $200 million for additional capi- 
tal for the fund, increasing the total available to $740 million. A 
chart showing the current status of the fund is on page 58 of the 
Justification. 

Mr. Hanna. The top line represents the total appropriations avail- 
able which at the present time are $540 million. The lower segment— 
the red cross-hatched areas—represents the business loans receivable 
which, of course, is building up month by month. The segment im- 
mediately above is the disaster loans receivable which remains now 
relatively constant. The undisbursed commitments includes the 20 
percent that we charged to the fund for deferred participation loan 
programs, and loans which have been approved but undisbursed. 
That includes immediate participation and direct. 

The “Other expenses, net” is the net of income minus administrative 
expenses and payments to the Treasury of interest which in the cur- 
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rent year is 2%@ percent. The margin at the top represents available 
balance for obligs ition. 
DEFICIT STATUS 


Mr. Preston. What is your deficit status overall—cost of operating 
as against a profit? Will you cover that later? 

Mr. Barnes. No, sir; we have it here. 

Mr. Yares. Did you not cover it on page 19 of your statement? 

Mr. Barnes. No. That was the losses in connection with the loans, 
He is asking for the total losses in operating the agency. 

Since we appeared before this committee, there have been two 
things which have happened which affect these figures: In the first 
place, the interest rates on loans have been reduced by action of Con- 
gress itself to 5.5 percent. Second, during fiscal year 1958 we were 
required to pay the Treasury 334 percent interest on funds outstand- 
ing, and this year it is at 23% percent, but I hope the committee will 
keep in mind that this is a business in which the amount of income is 
regulated by Congress through the interest that we are permitted to 
charge. Our charges for the money used are also determined by 
someone other than ourselves, to wit, the Treasury, and particularly 
during the year when we pay as much as 334 percent for the funds 
that are used it is very difficult to make a good showing as an overall 
picture. 

Mr. Hanna. The cumulative deficit estimated at the end of this 
year would be $27,188,000. That is shown on page 73 of the 
justifications. 

Mr. Preston. I am not an analyst of financial statements, but it 
seems to me that isa mighty high deficit. 

Mr. Barnes. Well, that is a total figure, Mr. Preston. There is 4 
tendency always to say that your income from loans should pay all 
the expenses of the agency. As indicated, more than half, or at least 
half of the activities of the agency are service functions not related 
to lending, and they are no more income-producing than the activities 
of the Department. of Agriculture or the Department of Commerce 
or the Department of State. 

They are service functions which have been placed in the law, and 
there 1s no relation between the income from loans and the activity 
in connection with 

Mr. Preston. You say about 50 percent of it is for service? 

Mr. Barnes. Yes, sir. Wait aminute. Mr. Hanna is correcting me. 

Mr. Hanna. The $27 million pertains only to activities financed 
from the revolving fund. It does, however, include the annual allow- 
ances for losses. We are using an allowance factor of 1.8 percent 
for all business loans and 5.4 percent for disaster loans. 

However, we had no experience when we started out and those are 
experience ratios that we obtained from an analysis of all RFC activi- 
ties on comparable type of loans. Last year, for € :ample, we were 
paying 3.75 percent interest to the Treasury. On the disaster loans 
we only received 3 percent. So, we had an immediate three-quarters 
of a percent loss factor there. These are factors which greatly 
influence our operations. 

Furthermore, with the constantly increasing number of applica- 
tions which we must process and the fact that we did not have a 
comparable volume on our books, for revenue-producing income and 





























827 










ble interest, obviously, we are going to have to pay out more in order 
to process our loan application volume without any resulting or 
offsetting revenue coming in on approximately 40 percent or 50 percent 
of the applications. 

ing It is notable that in 1958 our loss was $6,854,000; in 1959, with the 
expanded volume, our estimated loss is $6,178,000. In 1960 with even 
a greater volume, the estimated loss is $5,230,000 for the financial 

| assistance program. 

ANS. RESERVES 

tee Mr. Barnes. How much is set aside for reserves # 

vet Mr. Hanna. The rate is 1.8 percent which is charged against the 

‘eid new loans made each year. It is added as an allowance for losses 

ver and, of course, 1s added to the reserves. 

sal Mr. Barnes. That does exceed our experience ; does it 4 

will Mr.Hanna. Yes,sir, 

0 ts Mr. Barnes. My indication is that, of course, we do not recom- 

dts mend any change in that, and expect to continue, but if the reserves 

| by were maintained more in line with our actual experience rather than 

avis on a projection basis, this figure would be much nearer an actual 

me break-even figure. 

al Mr. Preston. You have charged off in making this computation the 
cost of the people involved in the lending business ? 

this Mr. Barnes. Yes, sir. 

the Mr. Hanna. Including a proportion of overhead. ; 
Mr. Preston. Of course, you do not have any tax to deal with. 
tit | You charge off the cost of office rent and so forth? 
Mr. Hanna. No, sir. 

is a 

otal POSSIBILITY OF OPERATING WITHOUT LOSS 

least Mr. Preston. So, under the most favorable conditions we are losing 

lated | money steadily. 

rites 


Do you think this business will ever make any money ¢ 
nerce Mr. Barnes. Well 


Mr. Preston. I mean a profit, and get in the black ? 





. and Mr. Barnes. Yes, sir; when we reach a point where our loan vol- 
ivity ume is such that the interest received covers these expenses and we do 
not have a continuing increase in applications, it will. 

I estimated originally several years ago that that would be reached 
& me. when we had between $400 million and $500 million in the revolving 
inced fund all out as loans. But, since that time the interest rate has been 
llow- reduced by Congress itself. 
reent Mr. Yares. By one-half of a percent. 

Mr. Barnes. Yes, sir. 
se are 
ctivi- TOTAL IN REVOLVING FUND 
were 
loans Mr. Preston. You have more than that in the revolving fund; do 
arters | You not? 
reatly Mr. Barnes. Yes, sir. 

Mr. Preston. You have over $600 million. 
plica- Mr. Barnes. Only $306 million is outstanding in loans receivable. 
ave 2 We do have a higher volume of applications. There is a lot of work 
e and 
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involved in making a number of small loans. The RFC by making 
larger individual loans and some ver y large loans had a greater in- 
come from those loans and not much more work was involved i In 
making them than there is in making one or several of the smaller 
loans which do not bring in anything like the amount of return, but 
that is exactly what this agency was created for: to provide credit 
where it was not otherwise available to the smaller companies that 
had difficulty in obtaining term credit. 

Mr. Preston. Of course, in a Government loan we find you have 
so much paperwork that you would not have in a private institution, 
and too many people have to touch the paper and initial it on the 
margin and look at it and read it. 

Mr. Barnes. Yes, sir. 

This is no reflection on private institutions, but most banks in 
making term loans of this kind are not paying interest on the money 
they use. They are using their deposits and we are paying the Treas. 
ury each time on all these funds. 

Mr. Preston. Well, of course, banks can do so much of that. with 
the depositors’ money, and then they have to borrw from the Federal 
Reserve or some other source, but principally the Federal Reserve. 


LOAN REPORTS 


I have seen some of your loan analyzers where an application is filed 
and an appraisal is made and then a loan officer writes up a report. 
What isit called? Is it called a loan report ? 

Mr. Barnes. A loan report. 

Mr. Preston. The people who are doing that work are actually 
amazing, and they do not receive anywhere near enough money for the 
type of business they have to do. Tt is astoundng to me the amount 
of detail which is involved in one of these loans, and the thorough: [ 
ness with which they go into it. It is far more extensive than anything 
any banking institution ever does in connection with a loan, and also in- 
volves a tremendous amount of time and work for your loan officer. 

Mr. Barnes. One of the reasons, sir, is that for the most part a 
bank is dealing with customers with which it has dealt. for years, and 
it has all their credit data available and it is not, of course, necessary 
for them to make such a complete examination and report as we do. 
But since everyone is a stranger to us, we have to build the file from f 
the very start. 

Mr. Preston. He is not only a stranger; he is suspect. 

Suppose we finish the statement, Mr. Barnes. 


Mr. Barnes. All right, sir. 
IMPACT OF LOANS ON FUND 


It is anticipated that business loans to be approved during the 
year will amount to approximately $269 million and disaster ‘oars 
$14 million. Probable cancellations and adjustments for deferred 
participation business loans (to reflect a net commitment. of 20 per 
cent of such loans) will approximate $69 million, while collection 
of principal and interest income will total almost $124 million. Afte f 
allowing for interest and administrative expenses and for miscel 
laneous other income and expense adjustments, the net impact @ 
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the fund for these lending programs is estimated to total $113 mil- 
lion. 

Commitments for purchase of subordinated debentures of small 
business investment companies, for loans to such companies, and for 
loans to State and local development companies are estimated at ap- 
proximately $72 million. Estimated repayments on such loans and 
investments and interest income thereon will amount to about $5 
million, while interest expense on the funds disbursed will be slightly 
less than $2 million. The net impact on the fund for these program 
activities is thus estimated to amount to approximately $69 million. 


CONTINGENCY RESERVE 


The combined impact for the two programs involved is estimated 
therefore to amount to approximately $182 million. The appropria- 
tion estimate of $200 million will thus provide for an $18 million 
increase in the reserve margin to a total of almost $50 million. For 
the reasons I have mentioned previously in respect to the contingency 
reserve for salaries and expenses, a reserve margin in the fund is 
deemed essential in order to assure the availability of funds to meet 
any unanticipated demands resulting from a significant change in one 
or more of the factors used in determining net business loan require- 
ments, or as a result of a series of major disasters such as have occurred 
in previous vears. 

The agency’s past experience adequately supports provision for 
such a reserve. In each-of the fiscal years 1957 and 1958, the demand 
for loans exceeded the amount of funds available and it was necessary 
to suspend approval action, pending congressional consideration of a 
supplemental appropriation estimate. To insure that deserving small 
business firms are not delayed in obtaining needed loan funds to permit 
them to carry on their operations, it is urged that the reserve be pro- 
vided in the revolving fund. Of course, it will not be used unless the 
loan and investment volume is such as to require it. 

I sincerely appreciate the opportunity to appear before this com- 
mittee, and I shall be glad to answer questions or supply such 
additional information as the members may desire. 

Mr. Preston. Well, there are many, many questions that come to the 
mind of every member here, I know, and I am going to ask one or two 
and pass it on so that others might have an opportunity to do likewise 
in view of the lateness of the hour. 

Of course, we have not gone into the specific items in the four 
subdivisions. 

Mr. Barnes. Mr. Chairman, I want to say I very much appreciate 
your giving me a chance to make this statement. We were not before 
you last year, and there have been so many changes in the program 
that I felt it was highly desirable to point up the actual changes that 
have taken place. 

ANTICIPATED GROWTH 


Mr. Preston. You say in the review that in the last 2 years the 
baby has gotten its teeth and his hair has grown out long, and is 
quite a bouncing boy now, and no longer an infant. 

Just what do you envision, Mr. Barnes, as Administrator of this 
agency, as to the size to which this organization should grow in 
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terms of the revolving fund, the estimated number of ee required 
to operate it, and what is the ambition of the agency? I know it is 
ambitious because I have never seen one which was not. There is not 
any such agency in the Government. 

Mr. Barnes. I am aware of Parkinson’s law. 

We have no plans mapped out for growth as such. The addition of 
programs by new legislation, as was done last year, obviously gives 
us a job that we have to account for to other congressional commit- 
tees, and we have to make some progress. So, we have to assign people 
to them. I do not myself see any reason why this agency should ever 
get much beyond the figures that are requested in this year’s budget; 
I mean a total employment of 2,500 to 3,000 unless additional programs 
are assigned to us which are not being requested in any legislation 
that we are forwarding this year. 

The increase in personnel will occur by reason of additional adminis- 
tration of loans as they come on the books, and until the number of 
loans repaid equals the number that are added during each period, 
and exactly where that point will be reached I cannot anticipate now. 
It is not our ambition to grow larger. It is our ambition to do a good 
job with the persons that are assigned to this work. 






























PROJECTED SIZE OF REVOLVING FUND 





Mr. Preston. What do you envision the size of the revolving 
fund to be ultimately ? 

Mr. Barnes. In the present status of our investment program—our 
loan program—it is very difficult to answer that question because if a | 
number of investment companies are formed and we find that they do | 
assume a considerable portion of this type of financing, there will still | 
need to be a reserve in the revolving fund to make loans to investment | 
companies as they need it, and as provided under the law. 

We have not worked long enough with the Investment Company | 
Act to tell how many companies will be formed eventually. I think 
that a year from now we will have a much better idea of the eventual 
size and exactly what is involved. 

Mr. Preston. Well, is it impossible now, or have you undertaken, 
to project a date when repayments to the revolving fund from loans 
will reach the point where it will meet the needs of new applications 
and where you will not have to come to Congress and say “lend us 
some more money for the revolving fund” ? 

Do you have any projected date for such a situation as that ? 

Mr. Barnes. We do not at present. We had one before the last [ 
changes were made, but we do not have any at present; no, sir. 

























ACT 





INVESTMENT LOAN 





Mr. Preston. Who drew the bill for the Investment Loan Act? 
Mr. Barnes. It was drawn following a report by the Federal 
Reserve Board which was made at the request of the Senate Banking 
and Currency Committee. It was worked on by the Senate Banking 
and Currency Committee, and the Small Business Committee, and 
Banking and Currency Committee of the House as well. 

There had been about 8 or 10 bills introduced in both Houses on the 
general subject by individual members. 
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Mr. Preston. Well, that is one of our problems in the Appropri- 
ations Committee. We have to vote increased appropriations to meet 
new demands created by the legislative committees, and it seems 
historical that the legislative committees who do not have the matter of 
seeing these appropriations grow from year to year, do not develop too 
much concern about what it is going to cost. 

The destrability seems to be the main thing which they consider 
rather than what it is going to cost. This Investment Act may really 
produce a tremendous burden upon the Treasury. 

Mr. Barnes. I think, sir, that the Investment Act tends to attract 
private funds into these companies. We are endeavoring to find 
ways and means that will enable these companies to operate and 
create various kinds of paper which they can perhaps use to channel 
some funds from insurance companies and pension trusts and other 
institutionalized funds. If we are able to do that, and are able to 
solve this problem this way, it will lessen the impact on Federal funds 
in the Investment Act, and will tend to replace funds that are now 
being loaned under the financial assistance program. That is ex- 
actly what we are doing now. 

Mr. Preston. I hope that you are successful. 


LIMITATION ON PURCHASB’ OF DEBENTURES FROM INVESTMENT 
COMPANIES 


Is there any limitation on the amount of debentures which you 
would be required to buy from investment companies ? 

Mr. Barnes. Yes, sir. 

Mr. Preston. I know initially there is, but as the company grows, 
is there ? 

Mr. Barnes. As the company grows, under the present law we are 
authorized to loan it up to one-half of their capital and surplus, and 
that is the only limitation at the present time. 

Mr. Preston. It is conceivable that the Investment Act may bring 
about greater demand upon your revolving fund than the direct or 
the business loans will. 

Mr. Barnes. No, sir; I think if you examine it, it is always going 
to be a much lesser figure. I think it is likely to be. I have been 
urging that these companies treat their ability to borrow as an external 
reserve and have pointed out that this is one of the best features of 
the act—to not borrow it but to retain the ability to borrow it, and 
that they ought to operate their companies as though this was an 
external reserve which they could use in place of a reserve main- 
tained by them. They could thus invest all their own funds in the 
highest income producing type of investments rather than maintain 
their own reserves in a low income producing investment. 

I made that suggestion last fall. Prior to that time 90 percent of 
our mail had talked about receiving financing for the full amount as 
the company was organized, and as soon as it began operations; and 
thereafter, our mail dropped off, and now T think only about one- 
third or half of the companies ask for Federal funds at all. They 
are being organized completely with their own funds and there is a 
good financial reason for it. 

Mr. Preston. You mean they are not selling any debentures? 
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Mr. Barnes. Yes, sir. 

Mr. Preston. You have to buy them; do you not? 

Mr. Barnes. No; I mean that they are raising all the capital them- 
selves. 

Mr. Preston. And not trying to sell you their debentures? 

Mr. Barnes. Yes, sir. 

Mr. Preston. By “yes, sir” you mean that they are trying to oper- 
ate completely outside any dependence upon the SBA for capital ¢ 

Mr. Barnes. That is right, sir. 

That is about half of it. 

Mr. Presron. It would be rather unique if it does operate that way, 
but you have not been in business long enough to tell whether you 
are going to succeed / 

Mr. Barnes. No, sir. 


INTEREST RATE ON DEBENTURES 


Mr. Preston. What rate of interest do they have to pay you on the 
debentures ? 

Mr. Barnes. Five percent. 

Mr. Preston. Judging from the way the interest picture is today in 
this country, they are going to have trouble getting money anywhere 
else at 5 percent, because the Government has made the Government 
bonds short-term securities so attractive until investors would rather 
put their money in a safe thing like a short-term security—Govern- 
ment security—at a rate of interest almost equivalent to the rate that 
you charge of 5 percent. 

Mr. Barnes. Mr. Preston, I agree with you, but I am getting con- 
gressional criticism—at least, some of it—to the effect that the rate is 
too high. 

Mr. Presron. Well, there is always someone who is not concerned 
about the fiscal soundness of our Government and who would like 
to let. them have it for 1 percent. It is true. They would vote for 1 
percent. However, we do not expect this operation to be on a par 
with private interest rates. There has to be some attraction to it 
because usually the people who come to you are having some real 
financial difficulty anyway. I think we are very fortunate to have the 
interest rate reduced to 5.5 percent on your business loans and 5 per- 
cent on your debentures. I think that is all right as far as I am 
concerned, 

Mr. Preston. Mr. Yates? 


AND NON-INTEREST-BEARING CAPITAL 





INTEREST-BEARING 





Mr. Yares. I would like to ask a question in connection with his 
statement, which appears on page 73 of the justifications. There are 
two types of capital that are set forth: interest-bearing capital and non- 
interest-bearing capital. 

What is meant by those phrases / 

Mr. Hanna. The interest-bearing capital is that which is invested 
in. revenue-producing assets. The non-interest-bearing capital are 
the appropriated funds which are available for the actual disburse- 
ment, but which have not been disbursed. 

Mr. Barnes. They are for the purpose of disbursement ? 
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Mr. Hanna. That is correct. 

Mr. Yates. What portion of the capital are you required to pay 
interest to the Treasury ? 

Mr. Hanna. We pay interest to the Treasury on actual disburse- 
ments out of the fund. 

Mr. Yates. And, where would that item be in this statement ? Would 
it be in the interest and loan statement on the previous page 4 

Mr. Hanna. It would be comparable to the interest-bearing invest- 
ment, plus disbursements which we have made for administrative and 
other expenses. 

Mr. Yates. Interest-bearing ? 

Mr. Hanna. It is nota figure which was up here [ indicating]. 

Mr. Yares. It is nota figure that shows up here 4 

Mr. Hanna. No, sir. 

Mr. Yares. Well, the point is Mr. Barnes indicated that you were 
paying to the Treasury interest at the rate of 3.5 percent. 

Mr. Barnes. Three and three-fourths percent in 1958. 

Mr. Yates. Three and three-fourths percent. You do not pay that 
interest on all of your capital; do you ? 

Mr. Hanna. No,sir. 

Mr. Yares. What portion of your capital do you pay interest on ? 

Mr. Barnes. It would be mainly on the interest-bearing portion. 

Mr. Yarrs. What portion is that of your total capital and what 
percent 

Mr. Barnes. About two-thirds. 

Mr. Yares. So, on one-third of your capital you do not pay interest 
tothe Treasury ? 

Mr. Hanna. No, sir; but that is not revenue producing, either. 

Mr. Yates. Why not ? 

Mr. Hanna. It is unexpended. It represents deferred participa- 
tion loans and the committed loans. In other words, it is the cash 
which is made available to meet demands which may be made upon 
us—either for disbursements on new loans which are committed, or 
for your deferred participation loans where we stand ready to buy. 

Mr. Yarrs. Are you required to keep this amount in cash and not 
use it ? 

Mr. Hanna. On deferred participation loans we only request ap- 
propriations equal to 20 percent of the total dollar amount of such 
loans we expect to make during the year. That is on the assumption 
that we will actually be ec: alled. upon to buy less than 20 percent of 
such loans and that is all the cash we ask for. ‘The rest of the cash 
is needed or is asked for in order to meet the additional loans which 
we expect to make, and there is always a considerable backlog. The 
actual cash is not drawn down as such from the Treasury, and we 
pay the interest on the net disbursements from the fund. 

Mr. Yarrs. What happens to this undisbursed portion of your i 
that you have in reserve? Is that invested in Government bonds, « 
isthat income producing in any way / 

Mr. Hanna. No, sir; that actually is not cash inasmuch as we ob- 
tain money from the Treasury only when it is actually needed for 
disbursement. So, this undisbursed commitment amount is in the 
Treasury yet. 
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Mr. Yares. So, as a matter of fact you charge for two-thirds! 
What you are saying is that you have to pay interest on all the money 
that you use ¢ 

Mr. Hanna. That is right. 

Mr. Yates. I see. I have received a different impression. This 
represents one-third of the money which is available to you, but if 
you draw on it, you draw on it from the Treasury and at that time 
you have to pay interest on it ? 

Mr. Hanna. Yes, sir. 

Mr. Yates. What rate of interest do the participating banks charge 
on approved loans as opposed to the 5.5 percent that you receive! 
I assume it varies from jurisdiction to jurisdiction, but how high 
does it go? 

Mr. Barnes. Well, it varies from area to area. In each of these cases 
this is a bank making a loan with its own customers. If we are taking 
a share, our rate applies when we buy our share in the loan or actually 
put money in It. 

To the extent it represents our share, then our rate applies. 

The banks may fix a rate from 5, 5.5, 6, 6.5, or 7 percent—whatever 
their rates are. 

Mr. Yates. Suppose a bank makes a loan to an applicant of $100,000 
at a rate of interest of 7 percent. It then asks you to participate in 
that loan to, say, 25 percent or 50 percent. Will the bank charge 7 
percent on the entire amount of the loan and pay you in return not 
only the principal but interest only at 5.5 percent, and keep the extra 
amount of interest on the total amount ? 

Mr. Barnes. On a deferred participation loan the bank will advance 
all the funds for the loan. 

Mr. Yates. Say, $100,000? 

Mr. Barnes. Yes; and collect all the interest. 

Mr. Yates. That is right. 

Mr. Barnes. And pay us a participation charge which is fixed on a 
sliding scale, depending on the percentage which the bank itself 
takes. We receive this, and these participation charges and that is part 
of the income to which Mr. Hanna referred a few minutes ago, but we 
do not do that until the bank calls on us to buy our share of the loan. 
Then, at this point, the interest rate on the loan is changed, and on 
our share of the loan the borrower then pays 5.5 percent. It may con- 
tinue to pay the bank the banks’ share of the loan at the rate fixed 
originally. 

Mr. Yates. What you are saying is this: That actually you guar- 
antee a certain portion of the loan and you may never be required to 
put up any of the money ? 

Mr. Barnes. Yes,sir. That ison the deferred loans. 

Mr. Yates. So, the only way in which your participation would be 
called into being in such a situation is if the loan goes bad actually? 

Mr. Barnes. Not necessarily, because if a bank gets in a position 
where it needs cash for its operations, it may call on us to change 
that from a deferred to an immediate participation loan. If you 
noticed, on that chart we had immediate participations which were 
as large or larger: , 

Mr. Yates. Then, you have two types: You have the immediate 
participation, and then you have the deferred participation ? 

Mr. Barnes. Yes, sir. 
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Mr. Yates. A deferred participation is in the nature of a guarantee? 

Mr. Barnes. Yes, sir. 

Mr. Yares. And in the immediate participation loan the money is 
actually put up ? 

Mr. Barnes. Yes, sir. 

Mr. Yates. What is the answer with respect to my question for your 
immediate participation loans? 

Mr. Barnes. In the immediate participation loans—— 

Mr. Yates. I have reference to the question in terms of the amount 
of interest that is collected by the bank and on what principal amount. 

Mr. Barnes. The bank collects its interest on its share. 

Mr. Yates. Let me give you an illustration. Suppose you have a 
loan of $100,000, and the bank charges 7 percent. You are asked to 
put up an immediate participation loan of half of that or 50 percent, 
or $50,000. How much interest will the bank collect? Will the bank 
collect interest on the $100,0C0 at 7 percent and keep the difference 
between 5.5 percent and 7 percent ? 

Mr. Barnes. No, sir. The bank collects 7 percent interest on its 
share of the whole $50,000. 

Mr. Yates. And then you would collect the interest at 5.5 percent 
on $50,000. 

Mr. Barnes. Yes, sir. 


DISPOSAL OF FEDERAL SURPLUS 


Mr. Yares. In your statement there are these two points made: 
One is with respect to the disposal of Federal surplus. We went 
into that question before the Independent Offices Appropriations Sub- 
committee in some detail, and they pointed out to us that—well, in 
the words of Mr. Bean, taken from the hearings themselves, Mr. Bean 
says on page 1209, as follows: 

Mr. Bean. The prospect is this: That in 1960 there will be $10 billion, and 
we understand it will be $12 billion in each of the several years thereafter to 
come to a $60 billion program. 

That is what you had reference to in seeking this additional per- 
sonnel ? 

Mr. Barnes. Yes, sir. 

Mr. Yates. We went into that question at great length with Mr. 
Bean of the General Services Administration in an effort to find out 
whether it would be possible for a person who wants to participate 
in the surplus disposal program by purchasing some of the Govern- 
ment surplus to find out where it is available. 

The impression I got from him—and it is detailed in the pages of 
the hearing, and I will not go into it further at this time—is that the 
only way for a person who wants to find out about what is available 
can find out is by making inquiries to the surplus disposal centers. 
The General Services Administration has its offices in every region in 
the country, but it does not know in each of those offices what would 

available, but it does have people who would be there and in the 
position to advise those making inquiries. 

Now, in view of the fact that the General Services Administration 

oes have people available for that purpose in every section of the 
country, why, then, do you want to set up what is in my mind a 
duplicating force? 
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Mr. Barnes. Because our people will work with GSA and with 
other disposal agencies in segregating into smaller lots the goods 
available for sale to the public, and in setting some of it aside to be 
segregated for smaller lot bids. 

‘One of the problems in disposal is that there may be a warehouse 
full of equipment or material and it may be of such miscellaneous 
type that a small businessman cannot bid on all of it; in such cases 
one is required to bid a tremendous amount and to buy all the ma- 
terial in order to get it. 

Mr. Yates. Would it not be better, however, if GSA did have 
the number of people to do this itself? Why should you have this 
job being done in two agencies rather than one? What vou are say- 
ing is that you would take over a portion of the disposal program 
applicable to miscellaneous and small lots. Why is it not. better 
for GSA to do it? 

Mr. Barnes. With respect to GSA and the Defense Department as 
well as other agencies engaged in disposal activities, their primary 
purpose is to get as much as : possible for the surplus and conduct the 
sales in the most efficient possible manner. As we know, in connee- 
tion with any large program of that sort the small businessman may 
get lost in the shuffle. What we are doing is working with other 
Federal agencies in particular areas to segregate equipment and to 
make the lots smaller and to see that the information is made avail- 
able to small business bidders. In my opinion it will tend to raise 
the price that the Government receives for the property that is sold, 
because it will produce higher bids on smaller amounts of equipment. 

This requires more work from Government personnel to do it. 

Mr. Yatrs. Now, you are asking for 10 additional positions? 

Mr. Barnes. Yes, sir. 

Mr. Yates. What would be the cost of the additional positions that 
you are requesting—the annual cost—for that purpose ? 

Mr. Barnes. It would be, roughly, between $75,000 and $80,000. 
These people would be stationed in regional offices so that each one 
would have about five States to cover. There are 130 disposal centers. 
Therefore, each man would have to cover, roughly, 10 to 13 different 
centers, as well as, perhaps, other locations. 

Mr. Yates. Inasmuch as GSA has the primary responsibility for 
carrying on that activity, my own thought is to permit GSA to do it, 
and to require GSA to take steps to protect the interests of the small 
businessman. 

Mr. Barnes. Well, sir, you know the problems in the Defense 
Department. 

Mr. Yates. I surely do. 

Mr. Barnes. We have to work with different agencies. It is not 
just GSA that is disposing of material. We have the timber sales 
as well as Defense Department disposal of surplus which is totally 
different than GSA. 

Mr. Yates. All right. 

Mr. Barnes. We think that this request is comparatively modest 
from the standpoint of the number of personnel to deal with a tre 
mendous amount of material. 
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Mr. Yates. I am sure that even if you do not get this personnel 
and if GSA asks for cooperation, you will be able to give it to them 
out of the existing staff ¢ 

Mr. Barnes. Yes, sir. GSA is very cooperative, may I say. 


GRANTS FOR RESEARCH AND MANAGEMENT COUNSELING 


Mr. Yates. I have one last question, Mr. Chairman. it pertains to 
the research program. 

As I remember your statement, and I think it is on page 5 

Mr. Preston. Would that be a general question ¢ 

Mr. Yates. It pertains to his general statement. It is a general 
question, Mr. Chairman. 

Do you conduct any research at the present time ? 

Mr. Barnes. Yes, sir. 

Mr. Yares. How much do you spend for such research at the pres- 
ent time ¢ 

Mr. Barnes. We used $17,000 last year on one research contract. 
However, we do other research. 

Mr. Yates. Is this pursuant to section 8 of the Small Business Act 
which directs you to make studies on matters materially affecting the 
competitive strength of small business ¢ 

Mr. Barnes. Yes, sir. 

Mr. Yates. And you spent $17,000 on that? 

Mr. Barnes. Yes, sir. 

Mr. Yates. What is the amount that you seek this year for that 
purpose ¢ 

Mr. Barnes. We were talking of it in a different light in the state- 
ment. You see, what happened was that section 13(b) of the Federal 
Reserve Act was repealed and the funds that were involved under 
section 13(b) were transferred to the Small Business Administration 
and we were directed to spend them for research in improving the 
management and operation of small businesses. 

But, we were to do it by grants to colleges, universities, and other 
groups. 

Mr. Yates. Where were you given the direction? Was it in the 
legislation ¢ 

Mr. Barnes. Within the Small Business Investment Act of 1958. 

Mr. Yares. And how much money is available for that purpose ? 

Mr. Barnes. Well, I gave the figures of September 5. 

Mr. Yarres. $27 million? 

Mr. Hanna. $27 million available for that purpose. 

Mr. Barnes. Yes, but the limitation is to do it by States and years, 
and so we are not asking for anything. 

Mr. Yates. I would think not. That is an enormous sum of money 
for that purpose; is it not? 

Mr. Barnes. Yes, sir. The only difficulty was the funds were made 
available, but there were no funds given for personnel to administer 
it. We squeezed a few positions from other programs, and that is 
why I think 








Mr. Yates. How much of the $27 million did you propose to spend 
this year? 
Mr. Barnes. It is shown at the top of page 6. 
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Mr. Yates. You propose to obligate $2,080,000 of this money ? 

Mr. Barnes. Yes, sir; from the fund. 

Mr. Preston. In other words, one contract for each of the 52 States | 
and Territories at $40,000 each. 

Mr. Yates. I see. | 

Is a list of the projects given anywhere in your justifications as to 
the proposed projects which you expect to undertake? 

Mr. Barnes. No, sir; the program was announced in January and 
February and the closing date of the proposals was March 31, I think, 
We have received the proposals but they are being analyzed at the 
present time. 

We have not issued any contracts or made any grants. We havea 
committee appointed of prominent citizens, educators and people who 
are knowledgeable in this field that will review these proposals and 
make recommendations as to the ones that are the most valuable, and 
that work is underway at the present time. 

Mr. Yates. You Lo not have any kind of a list to submit to the 
committee, then, of the type of projects that you have under contract! 

Mr. Barnes. No. We can furnish that information for the record. | 

Mr. Hanna. There are some examples here and we could furnish 
the entire list if you wished it, but it is merely a list of proposals 
which are not as yet formalized or final. 

Mr. Yates. Thank you, Mr. Chairman. 

Mr. Preston. Mr. Horan? Do you have any general questions! 


DISASTER PROGRAM 


Mr. Horan. Yes; I am interested in this disaster program, 

I realize it is pretty hard to man your shop to handle that at any 
given time. I would like to have you speak to the point. Do you 
get help from participating banks and banks in the areas that are 
affected by disaster ? 

Mr. Barnes. Yes, sir. We meet that in two ways. We first have 
this contingency reserve set up in there in our budget request and if 
the requirement for personnel exceeds what is authorized the Bureau 
of the Buaget is given authority under our appropriation bill to 
approve transfers out of the reserve to be used to employ additional 
personnel to meet a disaster program. 

In addition, we have, through the American Bankers Association, 
and through the ‘secretaries of all of the State banking associations 
and all of the States, set up programs so that whenever a disaster 
occurs we call on the banking association and it in turn calls on the | 
banks in the particular area. 

Then they have a program of their own, through which they assist. 
They may make space available to us without cost in the banks, Some 
banks may process loan applications using our forms and making no 
charge for it. 

In some disasters they have made available personnel to us without 
cost to assist in interviewing the public and in passing on, or m 
processing loan applications. In addition, as you know, we set up ® 
disaster loan committee in each community. Bankers and business- 
men serve without cost and actually make recommendations to us 
on the loans so that we do receive help without cost from banks and 
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from businessmen in the communities themselves where there is a 
disaster. 


ADMINISTRATIVE MANAGEMENT COURSES 


Mr. Horan. You are conducting-what amounts to, under the law 
as passed by the Congress, an extension service for small business, are 
you not? 

" Mr. Barnes. Yes, sir. 

Mr. Horan. You touched on that pretty well in your statement but 
that.involves the dissemination of information. 

Are you conducting schools ¢ 

Mr. Barnes. Yes, sir. 

Mr. Horan. Do you have a list of the schools that are presently 
or will be held this year ? 

Mr. Barnes. Yes. 

Mr. Horan. Mr. Chairman, could we have that placed in the 
record ? 

Mr. Barnes. We will be glad to. 

Mr. Horan. A list of the places where Small Business is conducting 
short courses on management, by States all over the Nation. 

Mr. Barnes. Yes, sir. 

(The information requested follows :) 


Following are educational institutions and cities in whieh administrative man- 
agement courses cosponsored by the Small Business Administration have been 
held during the fiscal year 1959: 


Arizona: Arizona State College (two courses), Tempe. 
Arkansas: University of Arkansas, Pine Bluff. 
California : 
Humboldt State College (two courses), Arcata. 
Sacramento State College, Sacramento. 
San Francisco State College, San Francisco. 
Santa Rosa Junior College, Santa Rosa. 
University of California (11 eourses), Santa Rosa, Los Angeles, Lake 
Arrowhead. 
University of Santa Clara, Santa Clara. 
Connecticut : 
University of Bridgeport, Bridgeport. 
University of Connecticut, Hartford. 
ee : University of Hawaii (three courses), Hilo, Honolulu, Kauai. 
inois : 
Bradley University (two eourses), Peoria. 
DePaul University (two courses), Chicago, 
Loyola University (two courses), Chicago. 
University of Southern Illinois, (four courses}, Carbondale. 
Iowa: St. Ambrose College, Davenport. 
Kansas: Wichita University, Wichita. 
Kentucky : University of Louisville (two courses), Louisville, 
Maryland: 
University of Baltimore (two courses), Baltimore. 
University of Maryland, College Park. 
Massachusetts : 
American International College (two courses), Springfield. 
Boston University (two courses), Boston. 
Clark University, Worcester. 
Northwestern University (two courses), Boston. 
Michigan : 
Kalamazoo College, Kalamazoo. 
Michigan College of Mining and Technology, Houghton. 
Northern Michigan College, Marquette. 
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Minnesota : 
Austin Junior College, Austin. 
Evening Community College, Rochester. 
Moorhead State College, Moorhead. 
University of Minnesota (two courses), Minneapolis. | 
Missouri: 
American Society of Tool Engineers, Kansas City. 
University of Kansas City (two courses), Kansas City. 
University of Kansas City, Society for the Advancement of Management 
(five courses), Kansas City. 
Nebraska : University of Omaha, Omaha. 
New Hampshire: University of New Hampshire, Durham. 
New Jersey: Rutgers (two courses), New Brunswick, Newark. 
New York: 
Adelphi College (two courses), Garden City. 
Cooperstown High School, Cooperstown. 
Cornell University, Albany. 
C. W. Post College, Brookville. 
Elmira Board of Education, Elmira. 
Geneva Board of Education, Geneva. 
Haverstraw High School, Haverstraw. 
Hempstead High School, Hempstead. 
Kingston Board of Education, Kingston. 
LeMoyne College, Syracuse. 
Long Island University, Brooklyn. 
Lynbrook Board of Education, Lynbrook. 
New York University (two courses), New York. 
Poughkeepsie High School, Poughkeepsie. 
Suffern High School, Suffern. 
Watervliet High School, Watervliet. 
North Carolina : 
Clairmont Senior High School, Hickory. 
Carver College, Charlotte. 
Charlotte College, Charlotte. 
Concord City Schools, Concord. 
Durham City Schools, Durham. 
Fayetteville, N.C., Fayetteville. 
Gastonia City Schools, Gastonia. 
Goldsboro City Schools, Goldsboro. 
Lexington Senior High School, Lexington. 
North Carolina State College, Raleigh. 
Salisbury city schools, Salisbury. 
Wake Forest College, Winston. 
North Dakota: University of North Dakota (three courses), Grand Forks. 
Ohio: 
Central State College, Wilberforce. 
Ohio Federation of Business and Professional Women’s Clubs, Columbus. 
Ohio State University (two courses), Columbus. 
Miami University, Oxford. 
University of Dayton, Dayton. 
Western Reserve University, Cleveland. 
Xavier University, Cincinnati. 
Oklahoma: University of Oklahoma (eight courses), Claremore, Vinita, Pryor, 
Miami, Bartlesville, Holdenville, Wewoka. 
Oklahoma City University (three courses), Oklahoma City. 
University of Tulsa (six courses), Tulsa. 
Oregon: Portland Extension Center (with American Society of Mechanical Engi- 
neers), Portland. 
Pennsylvania: 
Lehigh University, Bethlehem. 
Pennsylvania State University (six courses), York, Wyomissing, Lewistown, 
Erie, Williamsport. 
Temple University, Philadelphia. 
Puerto Rico: University of Puerto Rico (two courses), Rio Piedras. 
Rhode Island : Brown University, Providence. 
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South Carolina: 
Columbia city schools, Columbia. 
South Carolina Distributive Education, Charleston. 
South Dakota : South Dakota School of Mines and Technology, Rapid City. 
Texas: 
San Angelo College, San Angelo. 
Southern Methodist University, Dallas. 
Trinity University, San Antonio. 
Vermont : Windham College, Putney. 
Virginia: 
Distributive Education of Alexandria, Alexandria. 
Altavista High School, Altavista. 
Distributive Education of Fairfax County, Vienna. 
Essex School Board (Tappahannock Armory), Tappahannock. 
Norfolk city schools (two courses), Norfolk. 
Petersburg High School, Petersburg. 
Richmond public schools (three courses), Richmond. 
Suffolk High School, Suffolk. 
University of Richmond, Richmond. 
Warrenton High School, Warrenton. 
Washington: 
Edison Technical School (nine courses), Seattle. 
State College of Washington, Spokane. 
West Virginia: 
Davis and Elkins College, Elkins. 
Jlenville State Teachers College, Glenville. 
Salem College, Clarksburg. 
Wisconsin: State Vocational and Edult Educational School, New Lisbon. 
University of Wisconsin (two courses) , Milwaukee. 


Mr. Barnes. These publications that we issue, most of them are 

ee for us without cost by authors that are experienced in their 
elds from private industry. We publish these short publications 

and mail them to businessmen who ask to be placed on the list. 

After a year these publications are republished in an annual volume 
by the Government Printing Office and thereafter sold. 

In addition to that, the trade associations and others are permitted 
to republish them and send them to their members so that there are 
many thousands more published than our own figures. 

We have distributed about 5 million of them since the agency 
was started. 

Mr. Horan. Do you distribute those without cost to small business? 

Mr. Barnes. They are the first time they are printed. Thereafter 
they are printed in an annual volume and published by the Govern- 
ment Printing Office. 

Mr. Horan. When you conduct school, is there a tuition charge? 

Mr. Barnes. Yes. The school itself and the faculty are all fur- 
nished by the faculty or university that is actually conducting the 
school which we merely cosponsor. 

We have done the research on the courses and we furnish material 
to the college, which assists it in putting on the course. 

But all of the funds are collected by the college and they are all 
used to defray the expenses of the instructors and of the text material 
that is used by the school. We use a very small number of people 
on it. 

Mr. Horan. SBA does a lot more than just make loans to small 
business. 

Mr. Barnes. Yes, sir. 

Mr. Horan. Is that spelled out in your justifications ? 

Mr. Barnes. Yes, sir. 
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Mr. Horan. Whereabouts? I meant the entire amount as disas- 
sociated from the loanmaking phase. 

Mr. Hanna. Starting on page 14 under procurement and technical 
assistance program, it is discussed in each of its various phases, such 
as set-asides on procurement, set-asides for property sales and dis- 
posals, research and development, subcontracting, etc. 

Mr. Horan. What is the total of that amount? Do you have that 
set forth in the green sheets? 

Mr. Hanna. On page 13 is a comparison by our various activities. 

Mr. Horan. Has that been put in the record, Mr. Chairman? 

Mr. Preston. What page is that? 

Mr. Horan. I wanted to get the exact amount of the activities of 
SBA under the law that they carry on other than loanmaking; they 
have sort of an extension service for small businessmen. That is set 
forth on page 13. 

Has that been put in the record ? 

Mr. Preston. We are going to put that in when we start on salaries 
and expenses. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Preston. Mr. Michel, do you have any general questions? 

Mr. Micuet. Mr. Chairman, I would reserve the bulk of my ques- 
tions for specifics. I would say, however, as the chairman has ex- 
pressed earlier, that the child, or the baby has started to sprout teeth 
and hair. I would think, after viewing the charts and listening to 
the testimony as to the growth of SBA and to the broadening and 
scope of its activities that within a short time it might very well be- 
come a giant. 

EMPLOYMENT LEVEL 


I would hope that it would not become the monster of RFC days. 
I am happy to have Mr. Barnes’ expression that he feels that the level 
of employees would level out at 2,500? 

Mr. Barnes. 2,500 to 3,000, I said, I hoped. I am always limited 
by the fact that occasionally programs are added to our present list 
of programs, sometimes that we ask for, sometimes that we do not. 
We want to do a good job with the programs that are given to us 


REDUCTION OF INTEREST RATE 


Mr. Barnes. It may not have been made clear from what I said 
earlier but I testified against the reduction of the interest rate to 514 
percent because I felt that this would tend to be competitive with 
private sources and would attract some borrowers that, if they 
searched hard enough, might find sources of financing in other areas. 

Mr. Horan. Off the record. 

(Off the record.) 
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SIZE OF LOANS 


Mr. Micuer. The maximum loan that SBA can give under the-law 
is 

Mr. Barnes. $350,000 for our share or our exposure in any loan. 

Mr. Micue.. What percentage of total loans you have made have 
been in the maximum figure # 

Do you have a breakdown ? 

Mr. Barnes. We have had 53 loans over $250,000 and that amounts 
to 0.4, or four-tenths of 1 percent of the total number of loans. 

Mr. Micuexu. The biggest category are in what amounts? 

You say these are 53 of $250,000 or more. Where do you get the 
greatest number ‘ 

Mr. Barnes. The biggest category is in the bracket from $10,000 to 
$25,000, 33 percent; 33.4 percent of our loans are in that category. 

Mr. Micue.. Are in the $10,000 to $25,000 bracket ? 

Mr. Barnes. Yes, sir. 

We have a schedule that we could put into the record at this point 
showing that breakdown by size of loans if you would like. 

Mr. Micuet. If that would be permissible, that is all I would like 
to have in the record at this point, Mr. Chairman, because I think it 
points out, or atleast will show graphically whether we are really 
helping out small business or whether we are getting to that point 
where we are doing as much for big business as we are doing for 
small business. 

Mr. Preston. I think it is a good thing to have in the record. 

(The information requested follows :) 
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Mr. Barnes. I can put it in there, sir. I might point out that, well, 
that over 60 percent of our loans are less than $50,000 in size and that 
17.3 percent are from $5,000 to $10,000. 

Mr. Micuer. If you can, give us as good a breakdown as you 
can for the record. 


BUSINESS AND DISASTER LOAN APPLICATIONS BY STATES 


Mr. Preston. Before we take up “Salaries and expenses,” we will 
insert two charts which show the loans, business loans and disaster 
loans, by States. 

(The documents referred to follow :) 
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PERCENTAGE OF LOAN APPLICATIONS APPROVED, DISAPPROVED, 
AND WITHDRAWN 


Mr. Preston. I think it proper at this particular time since these 
charts are going in the record at this point to point out that your 
statement earlier about approving roughly 60 percent of the loans and 
disapproval of 40 percent, does not appear to be reflected in this chart, 

There perhaps is reason for it. In counting the number that you 
had declined, did that also include withdrawals? 

Mr. Hanna. No, sir; the 58 percent that we mentioned, Mr. Chair- 
man, was only 58 percent of the actions taken, either declined or 
approved. 

Mr. Presron. A loan might be withdrawn because he is simply 
informed by the SBA man that he does not think he has got a chance, 

You have lots of loan applications that are withdrawn, do you not, 
for the reason that he is discouraged ? 

Mr. Barnes. Yes, but we have a larger number, from whatever 
surveys we have made, and we have made a number of them, indicating 
that the borrower gets his financing elsewhere. 

Mr. Preston. These are interesting facts. 

I am going to use three States. There are many others of com- 
parable percentage. 

California had 312 applications withdrawn, 1,472 declined, and only 
1,169 approved. The ones declined and withdrawn were much larger 
than the ones approved. 

In the State of New York, there is an amazing figure. Mr. Rooney, 
I wish you would listen to these figures for your State. 

New York had 768 withdrawn or declined and had 295 approved. 

Mr. Yates. Only 295? 

Mr. Preston. 295. 

Mr. Yates. For the State of New York? 

Mr. Preston. That is since the agency began through March of this 
vear; 647 of the 768 were declined. That is one of the worst figures 
T have come across in this chart. 

The State of Georgia had 480 approved and 523 withdrawn or 
declined. 

Mr. Yates. How about Tllinois? 

Mr. Preston. 240 withdrawn or declined and 416 approved. 

You are in better shape. 

Mr. Yares. California really had a very good record by compari- 
son with the other States, did it not? 

Mr. Preston. A bad record. 

Mr. Yates. By comparison with the other States. 

Mr. Micnet. Take several other industrial States like Pennsyl- 
vania or Michigan. I thought in the larger industrial States they 
might appear different. 

Mr. Preston. Pennsylvania had 831 declined or withdrawn and 
570 approved. 

Mr. Barnes. Mr. Chairman, there are several reasons for this 
which I could elaborate on at length. In the first place, those are 
cumulative figures. During the early years of the agency, it was 
quite apparent that there were being attracted a number of marginal 
loans which would not support a favorable credit judgment. Later, 
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as our programs became better known, apparently a better quality of 

application was received because without any particular overall 

change in our credit policies, it became possible to approve a larger 
reentage of loans. 

I have the figures here showing year by year the approvals, de- 
clines, and withdrawals and if you will note, it is quite apparent the 
last 2 or 3 years there has been a relatively higher number of ap- 
provals of the overall applications filed. 

I want to emphasize with respect to withdrawals, the withdrawal 
of a loan does not necessarily mean that it is declined. There may 
be any number of things that may happen and for some time we 
interrogated people as to why they withdrew. 

We found there was a variety of reasons. There were as many 
withdrawn because they found financing elsewhere or sold out their 
business or did something of that nature as there were that became 
discouraged or felt they would not have their loan approved. 

Mr. Preston. Do you want to put this in the record to defend 
yourself at this point? 

Mr. Barnes. Yes, sir. 

(The information follows :) 


Rate of approvals based on applications filed 
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LOAN ACTIVITY 


Mr. Preston. I recall during the early years of this agency that 
your administrative cost was more than the loans you were making 
when you first started. 

Mr. Barnes Yes, sir. 

Mr. Preston. So you were not doing much business then. That was 
about the time a lot of the bankers in the country were trying to put 
= out of business. They did not want you in business to begin 
with. 

You have been much more liberal in recent years with your loan 

policy, although I still think you probably are running an agency 
that is interested in pretty much gilt-edge loans rather than these 
loans where a fellow is in pretty serious trouble and he cannot get 
any help from his banker. 
_ I have already quit encouraging them to go up to Atlanta if it 
is very doubtful or shaky. I do not think Atlanta is any different 
ome any other regional office. Atlanta people have been very nice 
0 me. 

Mr. Hollingsworth, I think, runs a good shop and he has some ve 
able men in the loan offices, some of the best in Georgia and they wor 
like Trojans writing these tedious loan reports. 





I have been up in the office and looked at some of them. 

Mr. Barnes. Mr. Preston, I would like to say one more thing, and 
that is that we have consistently carried out the statement in the 
law that we should not make the loan if it can be made from private 
banks or by private financing so that every one of these loans, includ- 
ing the ones approved and the ones declined, have all been turned 
dow n by two private banks. They have been looked at by the best 
private lenders in the country and in our files, in every single loan 
file, 1 can show you a decline by two banks if we made it as a direct 
loan or if it is a participating loan, of course the bank came along 
and helped make the loan. 

This is a lending area where it is certainly the risky end of the 
spectrum, where you are in a term loan with small concerns that fre- 
quently do not have a long earnings record and you have to use the 
best credit judgment that you can. 

Our loss record is increasing, which indicates that we have been 
taking risks. 

Mr. Preston. Your loss rate or your record ¢ 

Mr. Barnes. The number of loans in which we have experienced a 
loss or that are delinquent. 

Mr. Preston. That is because you are making more loans. I am 
not a banker, but I have got that much sense. That is to be expected. 
Next year it will be higher when you come back because you will be 
making more loans. 

You have got a tough job. When anybody is lending money, they 
have a tough job, whether he be a smalltown banker or Wall Street 
man. 

Yours is just like that. You have to exercise human judgment and 
human judgment is frail at times. I am sure there is a desire on the 
part of your people throughout your organization to want to vie with 
the other region on a loss record and he is going to be cautious in his 
desire to have a good loss record. It is hard not to have that sort of 
competitive feeling i in an organization. I think it is an unavoidable 
feeling because one > regional manager or director does not want to have 
a bad record. 

Mr. Barnes. We try to guard against that by a procedure we have, 
sir. We have delegated considerable authority to the regional direc- 
tors to make loans and even more recently to decline loans, but every 
loan that is declined, as well as every one that is made, is brought in 
and rereviewed by the same set of examiners in Washington so that 
we can, or we feel we can ascertain if there is any sort of feeling that 
you mentioned on the part of a particular region 
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SALARIES AND EXPENSES 


Program and financing 





| 
| 1958 actual | 1959 estimate 


Program by activities: 

1. Procurement and technical assistance - - 

. Management and research assistance---- 

. Investment and development company assistance and 
supervision..__.....- Si a a 

. Financial assistance -- - - 

. Liquidation of Reconstruction Finance Corporation. 
Rn ee 

5. Contingency 


Total obligations. - 
Financing: 
Comparative transfers from (—) other accounts 
Advances and reimbursements from other accounts: 
Revolving fund, Small Business Administration: 
PSII BRS Le. oe Binnie sc D hee pond one | 
Proposed increase in limitation due to pay in- 
creases 
Fund for liquidation of Reconstruction Finance Cor- | 
poration loans: 
Authorized 
Proposed increase in limitation due to pay in- 
creases a 
Miscellaneous reimbursements ___- 
Unobligated balance no longer available___- 


New obligational authority 


New obligational authority: 
Appropriation 
Proposed supplemental due to pay increases 





Object classificati 


Total number of permanent positions_-___.............--..---- | 
Full-time equivalent of all other positions.................---- 
Average number of all employees. auuat 
Number of employees at end of year 


Average GS grade and salary 


1 


01 Personal services: 
Permanent yp ey gina Spavetn ge Cebiabewn sah dease 
Positions other than permanent. adauheae te 


Other Hersorial SOF VIS . ooh. eee cescceccas eS 


T otal personal services..........-....:. 
Travel intact 
Transport ition of EE. cha ciankinttdipnma agg moe ilaiie sia 
Communication services 
Rents and utility services 
Printing and reproduction. -_-_.-_- 

Othe f contrac tus al services _ 


02 
03 
04 
05 
06 
07 


OS 
0g 
1] 


Sup plies and materials 
Equipment__.._.-.-- 

Grants, subsidies, and ‘contributions... _- 
13 Refunds, awards, and indemnities 
15 Taxes and assessments__ 
Undistributed _ - 


920, 698 | 


10, 702, 


—7, 485, 446 | 


— 492, 620 


= 2,981 | 


28, 032 


2, 321, 600. 


2, 321, 500 


593 | 


$2, 686, 000 
290, 000 


810, 000 
11, 084, 000 


897, 000 | 
1, 110, G00 


16, 87 7, 000 


— 11, 385, 000 


—825, 000 
—72, 000 








4 786, 000 


3, 500, 000 | 


1960 estimate 


$3, 200, 000 
800, 000 


1, 600, 000 
14, 050, 000 


750, 000 
1, 561, 000 


‘21, 961, 000 


—809, 000 |... 





on 


1958 actual 


| 1959 estimate 


1,473 | 


10 |} 


| 


1,314 | 


$6, O78 | 


ae 


$8, 361, 205 


35, 456 | 


181, 890 


8, 578, 551 


19, 121 
276, 476 
173, 128 

98, 536 


273, 364 | 


68, 689 
100, 644 


111, 921 | 
472, 979 | 


5, ba 


10, 702, 593 | 


} 12, 313, 000 | 
508, 510 | 


8.2 


| $12, 032, 200 | 
73, 100 
| 207, 700 


1, 117, 000 | 
33, 000 
467, 000 
239, 000 
128, 000 
250, 000 
95, 000 
144, 000 
240, 000 | 
716, 000 | 
10, 000 | 
15, 000 
-| 1,110,000 


16, 877, 000 





1960 estimate 


2, 693 
4 


2, 439 
2, 640 


$6, 461 


$15, 788, 000 
13, 100 
178, 900 


15, 980, 000 
1, 596, 000 
40, 000 
610, 000 
43, 000 
177, 000 
141, 000 
210, 000 
197, 500 
360), 000 
1, 018, 500 
10, 000 
17, 000 
1, 561, 000 


21, 961, 000 
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Mr. Preston. Suppose we move along. 
Let’s take up “Salaries and expenses.’ 


This is found on page 167 of the committee print. We will insert 
pages 8 through 10 and 12 through 13 of the justifications in the 
record at this point. 

(The pages follow :) 


Summary of personal services 


WASHINGTON 


Administrator 

Economic adviser 

General Counsel 

Information 

Management and research assistance 

Deputy Administrator for Financial 
Assistance 

Financial assistance 

Deputy Administrator for Procurement 
and Technical Assistance 

Procurement and technical assistance- 

Deputy Administrator for Investment. .- -_- 

Investment Division. - _- 

Deputy Administrator for Administration. 
Controller (including centralized loan 
accounting and statistics) _..._.....-- 
Organization and management (including 
administrative services). --........--- 

oe eee eae 

Personnel (including security and investi- 
gations) 

Mobilization activities: 


Clerical 
Total permanent, Washington 
FIELD 


Regional Director. 
Deputy Director 
Clerk-stenographer - 
Branch Manager __.- 
Clerk-stenographer 
Financial Assistance Division: 
Financial specialist and loan examiner- 
Disaster loan specialist 
Stenographic and clerical 
Procurement and Technical Assistance 
Division: 
Production or industrial specialist - - - - 
Loan appraisers 
Stenographic and clerical 
Investment Division: 
Financial specialist 
Investment company examiner 
Stenographic and clerical 
Management and Research Assistance 
Division: 
Management, marketing and research 
specialist 
Stenographic and clerical 
Legal staff: 
Regional attorney 
Documents examiner - 
Stenographic and clerical 
Administrative staff: 
Administrative officer and assistants __ 
Receptionist-typist_............--- ‘i 
Stenographer and typist 
Mail and file clerk 
Fiscal clerk 


Clerk messenger 
Plant officer (ODM)...........-..-- aa 


1959 estimate 


Num- 


ber 


Amount 


1960 estimate 


Difference 


Amount | Num-| Amount 


413, 605 
76, 740 


225, 030 


66,915 |_....__- 
13, 445 


4, 045, 325 


1, 614, 780 


1, 405, 525 
521, 285 
532, 295 


294, 840 
137, 430 
116, 925 


BS 


8a 8 Bee 8 


Siro 


— 
a 








ert 
the 


8E8 


S: #82 8: 


:; BRE: 


= 
Ss 
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Summary of personal services—Continued 









1959 estimate Difference 





1960 estimate 
















Amount 





Num- 
b 





FIELD—continued 


Positions other than permanent-..........].----.-- bos. 
ee | a an a | 








Total, personal services. ............}.--.-.--] 12,313,000 |.......- 


SraTEMENT RELATING EstrMaATED FuND REQUIREMENTS TO CURRENT 
REQUIREMENTS 





Salaries and expenses 


1959 appropriation and authorized transfers (Public Law 85-766): Authorized 









REO SON eo ees alan gh wees $14, 275, 000 
Contingency transfer from revolving fund for possible business 
loan workload in excess of 1959 budget estimate___________ 1, 110, 000 
Transfer from revolving fund for 1959 disaster loan making___ 325, 000 
Anticipated aupelmentas funds for increased pay costs resulting 
TIS TICS, SPR OC ian ea me aoa 11, 167, 000 
eee See osc cei ees es A a a 16, 877, 000 
Deductions: 
Decrease in RFC liquidation costs_-...........-...-...-..- 147, 000 
Elimination of the estimate of new disaster loan making costs_- 325, 000 









Ressieteh..2- 25. cau wemustienaiecs wns adunseaaene wed Lia. 472, 000 












Additions: 

Increased workload on procurement and technical assistance 
particularly (1) set-asides on property disposals (2) assist- 
ance to small firms in undertaking and obtaining the benefits 
of research and development and (3) subcontracting oppor- 














TOIIONS 5s wt a Saas aoe ee dae nee Bob aie Koes eee 514, 000 
Strengthening of managerial assistance and providing for full- 

year operation of making grants for research and counseling_- 410, 000 
Study of the effect of increased postal rates on small business 

(Public Law 85-426 sec. 209(a))....--...........-...-... 100, 000 
Increased workload under Small Business Investment Act in- 

cluding full year of oppratiems cs Giese Lue 790, 000 
Increased number of loans to be processed closed and ad- 

a Sc a i a tl 3, 291, 000 
Contingency transfer for possible business loan program in- 

creases over the budget estimate_____........-_-_...___-_- 451, 000 





ulbotel) oii) oe eles ei 2 5, 556, 000 


"GGKs CRREEED TP OOO. <3 coo on oe sn wed ee a 21, 961, 000 
1 Revised to $1,022,000 subsequent to the printing of the President’s budget for 1960. 





























Analysis by activities 

















| 1959 | Decrease | Increase 1960 
amc —_ = sa 
1. Procurement and technical assistance__-- __....} $2, 686, 000 pats $514, 000 $3, 200, 000 
2. Management and research assistance _ - - 290, 000 | _- 510, 000 ‘ 

3. Investment and development company assistance. --| Se lh inanticnieeee -| 790, 000 1, 600, 000 

4. Financial assistance: | 
(a) Current estimate- | 0 TOR O80 biccncuntk 3, 291, 000 14, 050, 000 

(6) Contingency for possible - workload increases 

above current business loan estimate.......| 1, 110, 000 La wal 451, 000 1, 561, 000 
(c) Transfer for new disaster loan making... - ---| 1325, 000 $3! 25, 000 | inet una enone 
5. Liquidation of RFC loans._. 5 ie andel 897, 000 | 147, 000 |-- ees 750, 000 
Total. anc ucts ee 7 | 16, 877, 000 472, 000 5, 556, 000 21, 961, 000 


1 Appropriation act limits the total to $500,000. 
PERSONNEL 


Mr. Preston. What is your total employment under salaries and 
expenses for fiscal year 1959 and estimated for 1960? 

Mr. Hanna. Estimated 2,693 for 1960, as compared to 2,049 for 
the current fiscal year 

Mr. Preston. Do you have any consultants on the payroll, Mr. 
Barnes / 

Mr. Barnes. No paid consultants; no, sir. 

Mr. Preston. No experts or per diem consultants / 

Mr. Barnes. No, sir. 

Mr. Preston. I congratulate you. That is quite surprising. 

Mr. Barnes. I beg your pardon. We have one that has been work: 
ing with us for several months on developing the research and devel- 
opment program in the Procurement and Technical Assistance Divi- 
sion. We have one. 

Mr. Preston. Even if you have one, that is still a commendable 
record, 

Could you give us a breakdown at this point of just where these 600- 
odd people will be assigned, to which categories of function under 
salaries and expenses? If you have not got it with you, will you 
put it in the record ¢ 

Mr. Hanna. I can give it to you in general terms because certain 
of the jobs are overhe: ad and by function. I will have to proportion 
them. 

Mr. Preston. For instance, we want to know how many you are 
going to have in the lending operations, research, under m: inagement 
and research assistance. 

Mr. Hanna. We will supply that. 

(The information requested appears on p. 854.) 


GRANTS FOR RESEARCH AND MANAGEMENT COUNSELING 


Mr. Preston. How much is in here for fiscal year 1959 for manage- 
ment and research assistance, making grants to institutes, et cetera! 

Mr. Hanna. In terms of dollars or number of people ? 

Mr. Preston. $100,000 ? 

Mr. Hanna. For management and research assistance we go from 
$290,000, an increase of $510,000, up to a total of $800,000. It 1s shown 
on page 15. 


as 


~r 


—_— 7 = 


Mr. Preston. Is that just for the grant program ? 

Mr. Hanna. No, sir; that is for the whole management and research 
assistance. 

Mr. Presron. All right. For the grant program, how much of 
this $800,000 is for that 

Mr. Hanna. I will have to break that down, sir, and give it to you 
by dollars. Management and research assistance embraces four func- 
tions. Idonot have them broken down. 

Mr. Preston. That is not broken down ? 

Mr. Hanna. No, sir. In other words, that includes the courses 
which Mr. Barnes mentioned, the publication programs and the coun- 
seling as well as the research. 

Mr. Preston. We are getting letters here on the committee. Here 
is one from Congressman Coffin of Maine who urges you to support 
a hundred thousand dollars for research. 

Mr. Yates. Research in the central office. I do not understand the 
distinction. 

Mr. Barnes. May I explain that? I think I know what he has in 
mind. 

Mr. Yates. He said he had spoken to you. 

Mr. Barnes. He put something in the Congressional Record the 
other day about it and I talked to him by phone to see what he had in 
mind. 

Under the research grant program, there is $40,000 allotted per 
State. That is the maximum that would be granted per State. If 
there is more than one college or university in a State that takes part 
it has to be done by subcontracting. 

If we have any individual research that relates to the whole pro- 
gram, it must be done by one State and may be subtracted from, what 
could be done there. As an example, in order to have this program 
efficiently operated we should know what doctors’ theses were prepared 
in universities so that there is no duplication in anything that we do. 
That is not published anyplace. 

If we have that done by one university, there may not be any other 
funds in that particular State to be used for any other purpose, any 
local purposes. 

Mr. Yares. I think Mr. Coffin’s point is that there are certain stud- 
ies that the States would do. There are other studies that you would 
do. For my part, I cannot see why these studies could not be done 
through the States that you would want to do. 

Mr. Barnes. The example that I gave you was one. There are 
others. 

Mr. Yates. In his statement which appears in the Congressional 
Record on April 10, 1959, there was an extensive list of possible proj- 
ects, but as I looked through them, and compared them with the list 
which appears in your statement on page 6, I wondered why they were 
not really comparable, and why the States could not do them? 

Mr, Barnes. Well, we are having to do it this year, but there is a 
feeling in some areas that this is really not fair. An example is this 
project that I mentioned relating to a doctorate thesis. 

Mr. Yares. This money is for projects they want to do rather than 
projects you want to have done? 
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Mr. Barnes. Yes. We would approve the projects but they are 
projects they want to do. 

Mr. Yares. And they would not do projects you are suggesting ¢ 

Mr. Barnes. That is right. In the example that I mentioned we 
have engaged a university in New York State to do this. It would 
take most of the $40,000 to do this and one other project. 

Mr. Yates. Would it not be simpler if this $26 million fund could 
be used for the projects that both of you agreed upon rather than 
shunting aside the $26 million and setting up a new fund? 

Mr. Barnes. Yes. It would be equally as good. We are not mak- 
ing any suggestion for a change this year. 

Mr. Yares. $26 million should be enough to cover both projects, 
should it not? 

Mr. Barnes. Yes, but we do not have authority to do it this year. 
That is the point he is making. 


» 


e 
Lk a 


PERSON NEL 






Mr. Hanna. Mr. Chairman, in response to your question of a few 
moments ago, at the present time in the Research Studies Division in 
Washington we have six people, four professionals and two clerical. 
We are asking for 2 additional professionals and 2 additional clerical, 
making a total of 10 people in that Division. 

Mr. Preston. The chart I asked you to furnish showing where the 
633 people would go is found on pages 9 and 10 of the justifications. 

Mr. Hanna. Yes, sir. 

Mr. Preston. I notice you are asking for seven deputy directors. 
How many did we give you last year? 

Mr. Barnes. You gave us eight last year. 

Mr. Preston. And you have not appointed all those deputies yet! 

Mr. Barnes. No. Some are in the process of being appointed now. 

Mr. Preston. Why does it take you so long to get a deputy 
director ? 

Mr. Barnes. We appoint them when we feel they are actually 
needed, as the volume gets up there. 

Mr. Preston. If you do not need one in Atlanta, I do not know 
where you need one. That is a big operation there and that fellow 
is as busy as a bee. 

Mr. Barnes. Yes, sir, and I think we have one in process of 
appointment. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. I am inclined to agree that you need some additional 
personnel in your Financial Assistance Division, some loan exam- 
iners and a corresponding number of stenographic and clerical help. 
That appears to be the largest request in your budget. But we will 
have to read the justifications on a lot of these other jobs you are 
asking for. 

Mr. Barnes. These are the ones I largely covered in my statement, 
the rest of them. 

Mr. Preston. They are scattered throughout your statement. 

Mr. Hanna. The legal staff also, Mr. Chairman, is primarily re- 
lated to the financial assistance program. 


Fin 
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Mr. Barnes. They work in closing the loans and liquidations. 
Mr. Hanna. And most of those on the succeeding page are related 


to the increased volume of loans. 


Revoitvine Funp 


Program and financing 


Program by activities: 
1, Financial] assistance: 
Business loans: 
Direct__. 
Immediate participation 
Deferred participation 


Total business loans 
I A iis carccecciuicnbirsebvnsdelinieaiaiadotianetinds medial 
Conversions to direct loans 
Conversions to deferred participation loans 
Deferred participation business loans not expected to be 

purchased (—) 


Total loan commitments, net 
Administrative expenses: 
Authorized. 
Proposed increase in limitation due to pay increases. 
Other costs and expenses. 


Tobe TEES IG oo seri dee Kcktenaccnawcucce 


2. Investment and development company assistance: 
Purchase of debentures of small business invest- 
ment companies 
Loans to small business investment companies Liane 
Loans to State and local development companies. --| 


Total investment 
assistance 


and development company 


Total operational program 
3. Interest expense to Treasury on funds expended 


Total program (obligations) 


Financing: 
Amounts becoming available: 
Appropriation 
Receipts from operations: 
Principal collection on loans: 
SINE DINING «o> din cpnaiinn atin nereNeneneetnd bihibinn 
Disaster loans 
Loans to small business investment companies 
Loans to State and local development com- 
panies 
Interest and other revenue on loans and invest- 
ments: 
Financial assistance program aaa 
Investment and development company assist- 
ance progr Rtkdan 
Sale of acquired collateral 
Other receipts- - - 

Recovery of prior year obligations: 
Loan cancellations (financial assistance program) _| 
Repayments to banks on deferred participation 

disaster loans (financial assistance program) __-- 


Total amounts becoming available 
Unobligated balance brought forward 
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1958 actual 


$67, 735, 845 
79, 264, 150 
18, 982, 364 


1959 estimate 


$90, 324, 000 
104, 832, 000 
49, 140, 000 


1960 estimate 





190, 982, 298 


165, 982, 359 
16, 771, 341 
262, 995 

918, 099 
—15, 920, 370 


168, 014, 424 


244, 296, 000 


—39, 312, 000 
218, 984, 000 


10, 275, 000 
809, 000 
225, 000 


230, 293, 000 


— 43, 056, 000 
240, 044, 000 


254, 369, 000 





“175, 837, 129 
6, 649, 112 


182, 486, 


21 





120, 000, 000 


34, 339, 261 
6, 869, 313 


10, 153, 319 
367; 605 | 
16, 969 

18, 950, 576 


395, 255 





4, 108, 982 


“195, 091, 280 | 


—12, 605, 039 | 


182, 486, 241 | 


15, 000, 000 
25, 000, 000 
10, 000, 000 


50, 000, 000 


280, 293, 000 
6, 894, 100 


287, 187, 100 


200, 000, 000 


59, 931, 000 
6, 586, 000 


202, 700 


306, 955, 890 

12, 605, 030 
319, 560, 839 
—32, 373, 739 


287, 187, 109 | 


15, 000, 000 
42, 500, 000 
15, 000, 000 


72, 500, 000 


326, 869, 000 
10, 689, 900 


_337, 588, 900 


93, 285, 000 
8, 011, 000 
1, 410, 000 


657, 000 


22, 408, 500 


26, 016, 800 
150, 000 


354, 968, 100 
32, 373, 739 


387, 339, 839 





_~*, 780, 939 
337, 558, 900 
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Sources and application of funds (operations) 





Gross expenditures (funds applied): 
Financial assistance program: 
Acquisition of assets: 
Business loan disbursements. - -- ares 
Disaster loan disbursements. -..-..------- 
Conversions to direct loans -- a 
Other program disbursements.-.----- -- 
Expense - 
Investment and developme nt company assistance “pro- 
gram 
Acquisition of assets: 
Purchases of debentures of small business invest- 
ment companies -- -.- 


Disbursements on loans to sm: 41 business invest- | 


ment companies - - 
Disbursements on loans to State and local dev e lop-. 
ment companies. - ------ - ‘ 
Expense ; eae ; 


Total gross expenditures. --- 


Recipts from operations (funds provided): 
Financial assistance program: 
Loan repayments 
Proceeds from sale of ac quired collateral 
Other receipts 
Revenue-.__-_- i sccasienesiiepbiteninanthiniiowae 


Investment and development company assistance pro- 


program: 
Loan repayments 
Revenue 
Decrease in selected working ¢: apite ul 


Total receipts from operations 


Budget expenditures 


Revenue, expense, 


Financial assistance program: 
Revenue 
Expense - - 


Net operating loss (—), filanc 
Investment and development company assistance 


Revenue -- 
Expense. - 


program: 


Net and development 


company 


operating income investment 
assistance program -_. 


Nonoperating income: 
Proceeds from sale of acquired collateral... 
Net book value of assets sold (—)_-- 
Net nonoperating income. 


Net loss (—) for the year_- 
Deficit (—), beginning of year -_- 


Deficit (—), end of year- 


‘ial assistance Program__-_- 


1958 actual 


| $111, 117, 363 
14, 595, 350 
262, 995 
240, 647 
14, 230, 436 





140, 446, 791 


41, 208, 5 
257. 805 ) 
16, 969 

10, 153, 319 





"4, 440, 208 | 


56, 076, , 67: 5 | 


84, 370, 116 | 





j 


1958 actual 


$10, 153, 319 | 
17, 008, 127 


—6, 854, 808 


, 605 
, 738 | 
25, 867 
| —6, 828, 941 
—14, 204, 950 


891 | 


| 


—21, 033, 


1959 estimate 


$186, 411, 000 
14, 600, 000 


734 
18, 024, 100 


5, 000, 000 
20, 000, 000 
4, 375, 000 
179, 000 


248, 589, 834 


66, 517, 


16, 099, 5 


37, 
202, 700 
213, 534 


——— —- — ,— 


83, 069, 734 


165, 520, 100 


and retained earnings 


000 


1960 estimate 


$190, 637,00 
12, 800, 000 


"28, 382, 200 


20, 000, 000 
33, 300, 000 


14, 750, 000 
1, 632, 700 


296, 501, 900 


101, 296, 000 


22, ‘si 8, - 


2, 067, 000 
3, 027, 800 
3, 766, 700 


132, 566, 000 





| 


163, 935, 900 


500 
, 100 


, 600 


| $22, 408, 500 
| 27, 639, ” 


—5, 230, 900 


2,700 | 


79, 000 


3, 700 | 


, 154, 900 
— 21, 033, 891 


—27, 188, 791 


—3, 835, 800 
27, 188, 791 


| 
| 
| 
* 
| 


| —31, 024, 501 
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Financial condition 


Assets: 
Cash with Treasury 
Accounts receivable 
Deferred charges 
Investments and loans receivable, net 
og Ee a Sed  abananmwapmae 


Total assets 


Liabilities: 

Current 
Reserve for contingent losses on deferred participation 
SOS CPOE C07 WENN. no cocculnanccesnmsecusascuccee 


"Potel MeGitiags ik ose det Ub SS 


Government investment: 
Interest-bearing capital: 
Start of year __ 
Transfer of interest-bearing expenditures from non- 
interest-bearing capital during year 


End of year 


Non-interest-bearing mapnne: 
Start of year . 
Appropriations during year 
Transfer of e xpenditures to interest-be aring "capital 

during year (—)-. 


End of year__. 
Deficit (— 


326, 857 





1958 actual 


$100, 072, 405 
1, 627, 172 
734 

224, 465, 729 
691, 151 


1959 estimate | 1960 estimate 


$134, 552, 305 
1, 659, 372 


$170, 616, 405 
1, 688, 472 


548, 093, 829 
691, 885 





, 191 


521, 029, 891 721, 090, 591 





7, 666, 372 
224. 710 
7, 891, 082 


7, 911, 372 
307, 310 
8, 218, 682 


11, 707, 
408, 010 


12, 115, 182 


172 











141, 986, 090 
361 


451 


77, 367, 


219, 343, 


78, 013, 
120, 000, 


910 
000 
—77, 357, 361 
120, 656, 549 

—2l, 033, 891 


318, 966, 10 9 


219, 343, 451 373, 779, 551 


154, 436, 100 


149, 885, 900 
373, 7 779, 


551 


523, 665, 451 


120, 656, 549 
200, 000, 000 


166, 220, 
200, 000, 


449 
000 


— 154, 436, 100 


449 
791 


— 149, 885, 900 


216, 334, 
—31, 024, 


166, 220, 
—27, 188, 


512, 811, 


549 
591 


708, 975, 409 


Status of certain fund balances 





| 1957 actual 1958 actual 
| 


estimate | estimate 


| 


Unexpended balance: | 
Cash with Treasury | $64, 442, 521/$100, 072, 405 


Obligated balance, net: 
Current liabilities 
Undisbursed loan authorizations 
Accounts receivable 


\$134, 552, 305|$170, 616, 405 


9,200) 7,666,372 
81, 428, 166 


—1, 627,172 


, 372) 


5, 566 


11,7 


707, 172 
110, 


816, 766 
59, 372; —1, 688, 472 


and ¢ ommit ments. 


J 


Total obligated balance 60, 333, 539) 87, 467, 366} 3, 566] 120, 835, 466 


Unobligated balance 4,108,982) 12, 605, 039 3, 739 49, 780, 939 





Object classification 





1958 actual | 1959 estimate | 1960 estimate 


ee 


07 


Other contractual services: Reimbursement to ‘Salaries | 

and expenses”’ . se] 
14 Interest expense on appropriated funds expe mnded__.-__.- 
16 Investments and loans ilo dtoniies 


$7, 485, 446 
6, 649, 112 
168, 351, 683 


$14, 050, 000 
10, 689, 900 
312, 819, 000 


$11, 084, 000 | 
6, 894, 100 
269, 209, 000 


wad 
| 


Total obligations_. | 182, 486,241 | 287, 187, 100 | 337, 558, 900 


Mr. Preston. The next item is the “Small Business Administration 
revolving fund,” found on page 172 of the committee print. 

We will insert in the record at this point pages 59 and 60, 64 and 
65, and 66 through 69 of the justifications. 
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(The material referred to follows :) 


REVOLVING FuND, SMALL BUSINESS ADMINISTRATION 
BASIS FOR ESTIMATE OF APPROPRIATIONS REQUIRED, FISCAL YEAB 1960 


The accompanying financial statements reflect an appropriation estimate of 
$200 million for additional capital for the revolving fund which finances the 
business and disaster loan programs under the Small Business Act and the pro- 
gram of investment and development company assistance under the Small Busi- 
ness Investment Act of 1958. 

Requirements for additional appropriations are summarized as follows: 


1960 program needs 


Financial assistance: 
Business loans (including deferred participations at 20 per- 
cent) 
Disaster loans 
Administrative expenses 
Other expenses 


Investment and development company assistance 
Reserve for contingencies 


iroen Caee ponies. nn ee ee 376.7 
Less loan repayments, cancellations, and income and unobligated 
balance brought forward from 1959 (net of interest expense)... 176.7 


Appropriations required 


With respect to the financial assistance program under the Small Business 
Act, the fund requirements are based on an average of 1,100 business loan ap- 
plications per month, a withdrawal factor of 10 percent or 110 ap 
plications, and approval of 58 percent of the net of 990 per month, at an average 
size of $39,000 each for the SBA share. With respect to disaster loans, it is not 
possible to estimate requirements. Therefore, for purposes of the budgetary 
estimate an amount of $14 million has been used, in line with recent years 
experience. 

For the investment and development company assistance program only limited 
experience is available to serve as a guide for projecting estimates of program 
activity. The estimated commitments are based on debenture purchases from 
100 investment companies; 180 loans to such companies pursuant to section 303 
of the act; 20 loans to State development companies pursuant to section 501; 
and 150 loans to State and local development companies under section 502. 

In addition to the requirements to meet estimated program commitments, 
provision is made for a reserve for contingencies of $49.8 million. This reserve 
is deemed essential in order to assure the availability of funds to meet unantici- 
pated demands for business and disaster loans, resulting from a significant 
change in one or more of the factors used in determining net business loan re 
quirements as outlined above, or as a result of a series of major disasters such 
as have occurred in previous years. 

The agency’s past experience adequately justifies providing a reserve for 
contingencies. In each of the fiscal years 1957 and 1958, the demand for loans 
exceeded the amount of funds available, and it was necessary to suspend ap 
proval action pending congressional consideration of a supplemental appropria- 
tion estimate. At such times many deserving small business firms are delayed 
in obtaining needed loan funds to permit them to carry on their operations. In 
view of the vital contribution that small business makes to the Nation’s economy 
and considering this agency’s responsibility by law to assist in providing needed 
financial assistance to such firms, adequate funds must be available to the 
Small Business Administration within the statutory limitations on its programs. 


NARRATIVE STATEMENT ON PROGRAM AND PERFORMANCE 


This fund finances business and disaster loans and investment and develop- 
ment company assistance activities authorized by the Small Business Act (72 
Stat. 384) and the Small Business Investment Act (72 Stat. 689). 
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The Congress has authorized loan commitments of $875 million. A maximum 
of $500 million may be outstanding for business loans, $125 million for disaster 
loans, and $250 million for investment and development company assistance. It 
is estimated that the business loan limitation will be reached during 1960, thus 
legislation will be proposed to increase this limitation. The position with re- 
spect to lending authority is as follows: 

















1958 actual | 1959 estimate | 1960 estimate 





Financial assistance program: 
Business loans: 


























Statutory limitation-..........--.- abd ----| $305, 000, 000 | $500, 000,000 | $700, 000, 000 
Anticipated increase in limitation..............-..--..]------.------- SU, CBR O00: bee ncacsmavente 
Il LR ead hi nceddcswndawesbanabockucwesdsae 305, 000, 000 | 700, 000, 000 700, 000, 000 
Less: 
Investment in outstanding loans__.-......-...-.-.-- 183, 360, 936 | 309, 840, 936 407, 192, 936 
Outstanding loan commitments: 
Deferred participation loans disbursed by 
NE os cat etter indh ci haiaaninenewnnes 32, 506, 270 49, 451, 270 66, 602, 270 
Undisbursed loan authorizations. ............- 74, 214, 290 72, 467, 290 79, 792, 290 
Total charges against limitation..........-.- 290, 081,496 | 431, 759, 496 553, 587, 496 
TIRRROD OF EIEIO. ndecescccnecssnccowns 14, 918, 504 | 268, 240, 504 146, 412, 504 
Disaster loans: heer 
Statutory, Mens acinncidcccn diweiinccncunnocnwmas 125, 000, 000 | 125, 000, 000 125, 000, 000 
Less: 
Investment in outstanding loans.................- 48, 313, 246 56, 327, 246 61, 116, 246 
Outstanding loan commitments: 
Deferred participation loans disbursed by 
FRR cccarch: kine nicks suns cammenteeie beameanelioeds 820, 455 618, 604 268, 604 
Undisbursed loan authorizations__-..._...---- 5, 990, 188 4, 050, 039 4, 050, 039 
Total charges against limitation........--- 55, 123, 889 60, 995, 889 65, 434, 889 
Balance of limitation - ..............-..... 69, 876, 111 64, 004, 111 59, 565, 111 
Investment and development company assistance program: oon 
Py EINES CBhiwscddcadn nn ccawnnanenstaondbentolasienksqonnted 250, 000, 000 250, 000, 000 
Less: 
Outstanding loans and investments: 
Investment in debentures of small business invest- 
Ne IIs ogo ins Ache wtbdghe Stuedeaksddteubccsesecanes 5, 000, 000 25, 000, 000 
Loans to small business investment companies__.-.}......-.-....- 20, 000, 000 51, 890, 000 
Le Loans to State and local development companies.-|..........-..- 4, 338, 000 18, 431, 000 
Ss: 
Outstanding loan and investment commitments: 
Undisbursed commitments to purchase deben- 
tures of small business investment companies-.--|..........-.-- 10, 000, 000 5, 000, 000 
Undisbursed loan commitments: 
Loans to small business investment companies....|........-.---- 5, 000, 000 14, 200, 000 
Loans to State and local development companies. -| Sa diodes oe ase 5, 625, 000 5, 875, 000 
1 
Total charges against limitation.............-.-.].-.----..----. 49, 963, 000 120, 396, 000 
Ralemce of Umnitetion... - scciiss-ivabasicdhe~atqeednbdassunseenns | 200, 037,000 | 129, 604, 000 


BUDGET PROGRAM-FINANCIAL ASSISTANCE PROGRAM 


Business loans.—Business loans may be made directly or in participation with 
banks or other lending institutions and shall be of such sound value or so secured 
as reasonably to assure repayment. No loan may be made unless the financial 
assistance is not otherwise available on reasonable terms. No direct loan may 
be made unless it is shown that participation with a bank is not available and 
no immediate participation loan may be made unless it is shown that a deferred 
participation loan is not available. The Administration’s participation in a 
loan is limited to 90 percent, and the agency’s maximum commitment of its fund 
to any one borrower is limited to $350,000, except for a loan to a corporation 
formed and capitalized by a group of small business concerns for purposes author- 
ized in the Small Business Act. With respect to such pool loans, the limita- 
tion is $250,000 multiplied by the number of separate small businesses partici- 
pating in the corporation. Business loans, except for the purpose of constructing 
facilities, are limited to a maturity of 10 years and except for “pool” loans bear 
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interest at a maximum rate of 5% percent per annum on the agency’s share 
thereof. For “pool” loans, the rate of interest on the Small Business Administra- 
tion’s share shall be no less than 3 percent nor more than 5 percent per annum, 

It is the policy to assist businessmen operating small firms to secure credit 
for constructive purposes on terms that will meet the borrower’s individual re- 
quirements. Assistance includes counseling as well as the lending of funds. 
From the beginning of the lending program on September 29, 1953, through 
June 30, 1958, a total of 11,110 loans have been approved in a total amount of 
$519.8 million (including participating banks’ share of $83.8 million). Sixty- 
seven percent of these loans have been on a participation basis. The average size 
of loans approved to date is $46,785. In 1960 it is estimated that 6,900 loans 
will be approved compared to an estimate of 6,260 in 1959 and 4,014 in 1958. 

The following tabulation reflects certain data on business loans and includes 
funds disbursed or collected by banks on participation loans. Accordingly, the 
Small Business Administration’s share of disbursements and repayments will not 
agree with related data in the financial statements, which reflect transactions 
on the basis of only the Small Business Administration cash funds involved. 


Data on business loans 


{In millions] 


| 
1958 actual | 1959 estimate | 1960 estimate 





Loan commitments during the year: 
Total amount 
Small Business Administration share 
Loans outstanding on June 30 held by banks and Small Busi- 
ness Administration: 
Total amount (estimate) 
Small Business Administration share. ______- 
Loan disbursements by banks and Small Business Adminis- 
tration: 
Total amount 
Small Business Administration share | 
Loan repayments to banks and Small Business Administra- 
tion: | 
‘Total amount (estimate) - Sane foo ennnennns| 54. § 90. ! 140.4 
Small Business Administration share (estimate) - a osoeeeny : 117.8 
' 


Disaster loans.—No restrictions exist on the amount which may be loaned to 
an individual or business firm suffering loss from a disaster. The maximum 
term for disaster loans is 20 years and the interest rate may not exceed 3 percent 
on the Small Business Administration’s share of the loan. Through June 30, 
1958, a total of 7,708 loans for $88.3 million has been approved. In view of the 
unpredictable nature of the program, it is impractical to estimate the volume 
of new loans which may be committed in 1959 and 1960. For program purposes, 
a nominal amount of $14 million in new commitments has been assumed, which 
would represent 1,350 loans based on the average size of loans approved through 
1958 ; 1,559 loans were approved in 1958. 


Data on disaster loans 


[In millions] 


1958 actual | 1959 estimate | 1960 estimate 


Loan commitments during the year: 
Total amount $17.3 $14.0 
Small Business Administration share . 14.0 
Loans outstanding June 30, held by banks and Small Busi- 
ness Administration: 
Total amount (estimate) _____- Jt. enn ceca eats ee ‘ 58. 5 
Small Business Administration share ‘ 56.9 
Loan disbursements by banks and Small Business Adminis- 
tration: 
Total amount 
Small Business Administration share 
Loan repayments to banks and Small Business Administra- 
tion: 
Total amount (estimate) 
Small Business Administration share (estimate) _ - 
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Deferred participation business loans not expected to be purchased.—This 
reduction in loan commitments reflects the current policy of committing funds for 
only 20 percent of the agency’s share of deferred participation loans, since expe- 
rience shows that only a small portion of its share of such loans will be purchased. 

Administrative expenses.—Administrative expenses are financed by transfer 
of funds from the revolving fund to the appropriation for salaries and expenses. 


INVESTMENT AND DEVELOPMENT COMPANY ASSISTANCE PROGRAM 


Purchase of debentures of small business investment companies.—A primary 
function of these companies is to provide a Source of needed equity capital for 
small-business concerns. To facilitate the formation of such companies with 
capital adequate to meet the demands from small-business firms, the Small 
Business Investment Act of 1958 authorizes the Small Business Administration 
to purchase debentures of any such company in an amount equal to not more 
than $150,000. 

Loans to small business investment companies.—To further encourage the for- 
mation and growth of such companies, the Small Business Administration is also 
authorized to lend funds to them in amounts which may not exceed 50 percent of 
the paid-in capital and surplus of a company. 

Loans to State and local development companies.—The Small Business Admin- 
istration is authorized to lend funds to State development companies for general- 
use purposes; and to State and local development companies for plant construc- 
tion, conversion, or expansion, including the acquisition of land. Latter type 
loans shall be so secured as reasonably to assure repayment, may be made 
directly or in participation with banks or other lending institutions, may be 
made only when the proceeds are for use solely to assist an identifiable small- 
business concern and for sound business purpose approved by the agency, and 
are limited to a maximum of $250,000 for each such identifiable small-business 
concern. 

Financing.—The capital of the revolving fund is provided by direct appropria- 
tion. Although Congress has authorized appropriations of $900 million, only 
$540 million has been appropriated based on actual and estimated needs through 
June 30, 1959. After taking into consideration repayments, revenue, and cancel- 
lations of prior year loan commitments, and after making provision for a reserve 
for contingencies of $49.8 million to provide for possible increases in the level of 
program operations, appropriations of $200 million will be required as additional 
capital for the fund to finance the estimated program volume. 

Operating results —The deficit is expected to continue to increase because reve- 
nue from low interest rate disaster loans and from a large number of relatively 
small-business loans is not sufficient to cover administrative and other expenses, 
including interest payable to Treasury on net expenditures from the fund. 
Administrattive expenses for the investment and development company assist- 
ance programs are not reflected in the schedules since they are provided by 
direct appropriation. 


ADMINISTRATION EXPENSES 


Mr. Preston. We have had quite a good deal of discussion already 
about the revolving fund. What is the amount of administrative 
expenses financed by transfer of funds from the revolving fund to 
the appropriation for “Salaries and expenses” estimated for 1959 
and 1960 ? 

Mr. Hanna. $15,611,000 requested for 1960 as compared to $12,- 
194,000 in 1959. 

Mr. Preston. Refer to page 59 of your justifications. 

Mr. Hanna. Yes, sir. 

Mr. Preston. Under your 1960 program needs it points out $14.1 
million for administrative expenses. What is the difference between 
that figure and the one you just gave me for 1960? 

Mr. Hanna. There is a contingency reserve of $114 million re- 
quested in addition to the $14.1. 

Mr. Preston. Which brings it up to the $15.6 million ? 

Mr. Hanna. To $15,611,000, yes, sir. 
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CONTINGENCY RESERVE 


Mr. Preston. Mr. Barnes, I think you said you were sure you needed 
$188 million to be added to the revolving fund, but you wanted a 
cushion of the balance of the $200 million requested plus repayments 
to the fund? 

Mr. Barnes. Yes, sir. 

Mr. Preston. Giving you a contingent fund of $50 million? 

Mr. Barnes. Yes, sir. 


STATUS OF LEGISLATION INCREASE AUTHORIZATION OF BUSINESS LOANS 


Mr. Preston. When do you propose to bring legislation to the 
Congress increasing your authorization for business loans ? | 

Mr. Barnes. It has already been forwarded to the Speaker of the 
House and the President of the Senate. 

Mr. Preston. How much additional are you requesting ? 

Mr. Barnes. $200 million. 

Mr. Preston. You have authority already for the $200 million you | 
are asking for in this bill? 

Mr. Hanna. The $200 million we are asking for the revolving fund | 
is available for all three programs, disaster, business, and investment, 
We are asking for an increase in limitation of $200 million for the 
business loans because of the possibility we might exhaust it some | 
time during the next fiscal year. 

Mr. Barnes. Our estimates are that if the loan applications con- 
tinue at the present rates and the approvals at the present rates, the 
present authorization would be exhausted by December of this year 
or January of next year. 

Mr. Hanna. This chart shows the status of our business loan au- 
thorization at the present time. There is one major difference be- 
tween this and the chart on the revolving fund. Deferred participa- 
tion loans must be charged 100 percent against the business loan au- 
thorization whereas we only charge 20 percent against the revolving 
fund. 

Mr. Preston. Any questions on the revolving fund ? 

Mr. Horan. No questions. 
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LIQUIDATION OF RFC LOANS 


RECONSTRUCTION FINANCE CORPORATION LIQUIDATION FuND 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 





Program by activities: 
Operating costs: 
Administrative expense: 


























AION so 5 a ies taeasnn seis tbncnpdensncsescncns $920, 698 $825, 000 $750, 000 
Proposed increase in limitation due to pay increase_|___........... Te F500... 
Other program costs and expense--__--.........-.------ 130, 978 100, 000 100, 000 
Interest on borrowings from Treasury--.---.....------ 06/3606 buy ei eee Nas 
Net loss on sale of acquired collatera land other assets_ 106, 353: ci ann SLUT S Gahcnn 
"TOCA MGIGUREIRT COCR Fibs as os dideicnncmenneimnane 1, 219, 373 997, 000 850, 000 
Unfunded adjustments to total operating costs: 
Provision for losses on loans included above (—) -- ook, BIB fscze cube neck eases... 
Net loss on ‘sale of acquired collateral and other 
BONES) osc pwiedancnneneso seas teqohlayasmeeel 00 BOB SED Hive) Ceci Lan cnsan 
Total operating costs, funded_-_..-.........---.- 1, 114, 705 997, 000 850, 000 
Capital outlay: 
Disbursements on business loams___-_..-...----...--------- 52, 660 GOD fovii...... 
Costs of security or collateral acquired---....---....------- TI. 5 aia arnseaonedin dalatiimataieeaie 
OUT RE SUI oo 5 nas seg ncncptnscesgscensesune 141, 885 50, 000 
"Petel mroeretn erate. TOMO. nencngnenenaanemnnnsnns 1, 256, 590 1, 047, 000 "850,000 
Relation of costs to obligations: Costs financed from obligations 
of other years, net (—)._------- PI Lc tnda pi vimbenenvece —41, 640 — SITE sic cceteeeds 
Total program (obligations) .........-.-.---.-------- eae 1, 214, 950 997, 000 850, 000 
Financing: - xa 


Amounts becoming available: 
Receipts from operations: 
Principal collections on loans: 





IE NINE cic dein cdbeninnciwinseacesnwns 5, 535, 991 3, 700, 000 2, 000, 000 

Disaster loans-_..------ 90 LASLUssES tak J 1, 745, 003 1, 600, 000 1, 500, 000 

Interest and fee revenue on loans______ TS 788, 347 450, 000 211, 000 

COEIOR SACOG... ila call re 6 3 ccceeenticmncnion iene T05 TOU i oooh MUA due dK... 

Sale of acquired collateral and other assets - ------ Ie i iedintc dt tkhE ecco <etuaee 

Repayments on other assets_-.......-- 422, 765 200, 000 100, 000 
Recovery of prior year obligations (repay ments and 
other credits on deferred participation loans and 

loans sold under guarantee) ...........--.-.-----.--- 651, 797 000; 000:}....-.-...2521 

Total amounts becoming available___........_..-- 9, 535, 987 6, 550, 000 3, 811, 000 
Unobligated balance transferred from ‘Reconstruction 

Finance Corporation liquidation fund,’”” Treasury De- 

partment (Reorganization Plan No. 1 of 1957) _....- Dy SO isk ate daudnGied teed sincesbee 
Reduction in unobligated balance transferred from “Re- 
construction Finance Corporation liquidation fund,”’ 
Treasury Department, through reclassification of assets 

CUE TONNT WAG Tee BIN nana cc caicnc dghnd Sinn cuctddeons ELI ccndeeneedingaaannnaeee 

Unobligated balance brought forward —82, 254 1, 677, 734 230, 734 

nn ONIN IF i a nine naanene 10, 042, 684 8, 227, 734 4, 041, 734 

Capital transfer (repayment of investment to Treasury) (—) |....-.---.---- —7, 000, 000 —3, 000, 000 
Repayment of borrowings to Treasury (no longer avail- 

es om eniecuimmenin bef, Te inddaeae tenis ciowndamion prone 

Unobligated balance carried forward_.....-.......-------- —1, 677, 734 —230, 734 —191, 734 


Financing applied to program...........-.-...-----.---- 1, 214, 950 997, 000 850, 000 
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Sources and application of funds (operations) 


1958 actual | 1959 estimate | 1960 estimate 





Gross expenditures (funds applied): 
Business loan disbursements__ $52, 660 $50, 000 
Costs of security or collateral acquired 89, 225 
ecu bibninn 1, 114, 705 
Reduction in working capital transferred from “Recon- 
struction Finance Corporation liquidation fund,’’ Treas- 
ury Department, through reclassification of assets 
Increase in selected working capital ‘ 


Total gross expenditures 





Receipts from operations (funds provided): 
Loan repayments 
Repayments on other assets_- 422, 765 
866, 084 
Proceeds from sale of acquired collateral and other assets_- 314, 347 
Decrease in selected working capital 
Working capital transferred from ‘‘Reconstruction Fi- 
nance Corporation liquidation fund,’’ Treasury Depart- 
2, 143, & 505 


Tote) receipts from operations. <.<.....................- ll, 027, 6 6095 6, 000, 000 











Budget expenditures —7, 766, 382 | —4, 953, 000 


Revenue, expense, and retained earnings 


1958 actual | 1959 estimate | 1960 estimate 


$866, 084 $450, 000 
979, 808 997, 000 





Net operating loss (—) for the year —113, 724 








Nonoperating loss (—): 
Proceeds from sale or other disposition of acquired col- 
lateral and other assets__-.------ 
Net book value of assets disposed of (—) 


Net loss from sale (—) 








Net loss (—) for the year —217, 076 
Deficit (—), beginning of year —1, 351,843 | —1, 568, 919 —2, 115, 919 


Deficit (—), end of year , 568, —2, 115, 919 —2, 754, 919 
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Financial condition 





1958 actual | 1959 estimate | 1960 estimate 





Assets: 
Coals with Tener y «10 2<0<bsqn pee onsenpeeicnapenprepenstt $2, 980, 871 $933, 871 $908, 871 
EEE TE TRIE so icaciecscnn scsucdaguaes<tgankepescvecc 572, 106 522, 106 508, 106 
TEE CIEE 5 ce cennccdestcteodenchintensdbGetbiaskans 12, 034 12, 034 12, 034 
TE EE, Me |. cannenendneckehedadasussbdetinaanen 10, 952, 009 5, 702, 009 2, 202, 009 
Acquired security and collateral (net).......-------------- 353, 913 353, 913 353, 913 
ORE BIIIE, BG i nndnisesincensunstasutscanbwsWceselaoueu 1, 101, 304 901, 304 801, 304 
Pie a iis feiss 2's Bbc add bicedecilaaiindibids- ees deals 15, 972, 237 8, 425, 237 4, 786, 237 
RE OI 00 sen ceciecteopegaie aennd=stdebigns sk eubl 493, 102 493, 102 493, 102 
Government investment: 
Interest-bearing capital: 
UI IN an 0 << ce ekbinn anainmeeabiaben gin Kimmie et 79 A EE Bnet tern odeamsniemedenon 
Repayment of borrowings to Treasury.--.......----.- tT, LOR GO et Paes snag cbtdatuecninn 
i OE GO sisi ads gscepacdin nc cing ss eedssuinpnsenmae|s<agerhh ein senhbd de -aeede pdbiedtendons 
Non-interest-bearing capital: 
URIS OE Ui LS. Sats cad coe eds ata a 17, 048, 054 10, 048, 054 


Net accountability for assets transferred from ‘‘ Re- 
construction Finance Corporation liquidation 
fund,’’ Treasury Department (Reorganization Plan 


Wt FOE GUT) jo caceccncncadscuteetesaccnnscenenes ee 37, G04 j000b. dence Sh sds shed Chase cdinne 
Adjustment of net accountability for assets transferred. CCMDID Tih sndendite Aint beekah bone win 
Repayment of investment to Treasury (—)...-..-----|-------------- —7, 000, 000 —3, 000, 000 
OE Oe as ic cccce sec ccbeanisbehewesenndin 17, 048, 054 10, 048, 054 7, 048, 054 

SIG E98)... n nceaabakensasiuaiensbeaieesucuebanues —1, 568, 919 —2, 115, 919 —2, 754, 919 
Total Government investment-.........-...-.-...-----. 15, 479, 135 7, 932, 135 4, 293, 135 


Status of certain fund balances 





1957 1958 1959 1960 
actual actual estimate estimate 
Unexpended balance: 
CE Ge ET coco ceantiodarsceskéentwgcenet $40, 436 | $2, 980, 871 $933, 871 $908, 871 
Obligated balance, net: 
CRT IE TINUE. « -inlahy swksins bradedemabooaueee 165, 774 493, 102 493, 102 493, 102 
VEGI prEe teat CRUIETION so onc cin cnc ec cicciccshcnssnusee eee 1, 382, 141 732, 141 732, 141 
Accounts receivable (net) (—)-.----..-.-----------. —43,084 | —572,106 | —522, 106 — 508, 106 
Total obligated balanes. 02. ssewcccnccccecece 122,690 | 1, 303, 137 703, 137 717, 137 
PROENROED CRD epetcnncdnnticdnd ped aendenonnped —82, 254 | 1,677,734 230, 734 191, 734 





Object classification 





1958 actual | 1959 estimate | 1960 estimate 





07 Other contractual services: Reimbursement to “Salaries 


BIT CRON 8 Fok a a donncdsertecbbondenusaue $920, 698 $897, 000 $750, 000 
14 Interest (borrowings from Treasury) .-....-..-.-------.-.- 64, 345 |.....- tbecian bidiiebinindsah 
BB Unvestenenis omits GUE 6o.n de < osc nirnc conndsssnqscsée<espes 229, 907 100, 000 100, 000 
Pn I a as chads wdc nameaalicerans 1, 214, 950 7, 000 850, 000 


Obligations are distributed as follows: 

“Salaries and expenses,’’ Small Business Administration: 
DEE «oct tndinacanseeteeahoneneesbucusnnte 492, 620 825, 000 750, 000 
Proposed increase due to pay increases...........-.--.|-.------------ TR OOD bo cchnnndesecoe 

Administrative expenses transferred from ‘‘ Reconstruction 

Finance Corporation Liquidation,’ Treasury (Reorgan- 
ization Piem No. 1 of 1967) . . .........2.......sccee we CO Fisccnnendipniin ap Daeenana ieiacupmaioe 
Other program obligations-_................--- poieenaaomee 314, 330 172, 000 100, 000 





. NoTE.—1958 increased pay costs estimated at $20,000. H. Doc. 90 contains request to transfer $72,000 to 
Salaries and expenses,”” Small Business Administration for 1959 pay act increases. 
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Mr. Preston. The next item is liquidation of Reconstruction Fi- 
nance Corporation loans. We will insert pages 79 and 80 of the jus- 
tifications in the record at this point. 

(The pages referred to follow :) 


LIQUIDATION OF RECONSTRUCTION FINANCE CoRPORATION LOANS, SMALL BUSINESS 
ADMINISTRATION 


NARRATIVE STATEMENT 


This fund finances the liquidation of business and disaster loans of the former 
Reconstruction Finance Corporation which have been transferred to the Small 
Business Administration for administration and liquidation. Under Reorgani- 
zation Plan No. 2 of 1954, disaster loans in an amount of $14.7 million were 
transferred to the Small Business Administration. Also, pursuant to Reor- 
ganization Plan No. 1 of 1957 business loans and other assets of the “Recon- 
struction Finance Corporation liquidation fund,’ Treasury Department, in ex- 
cess of $14 million were transferred. 

Budget program.—The program reflects the costs of the administration and 
liquidation activities relative to the loans and other assets transferred: Since 
the number of individual loans are gradually being reduced through liquida- 
tion, the costs are decreasing each year. 

Relation of costs to obligations.—The relationship is derived by year-end bal- 
ances of selected resources and applicable adjustments as reflected in the fol- 
lowing table: 





1957 actual | 1958 actual | 1959 esti- 1960 esti- 
mate mate 





Selected resources at end of year: 
Pee Se ee onc ab omen $1,014 $12, 034 $12, 034 $12, 034 
Undisbursed loan obligations 1, 382, 141 732, 034 732, 141 





Total selected resources at end of year__.___..---- 1,014 1, 394, 175 744, 175 744, 175 
Selected resources at start of year (—) es : —1,014 |—1, 394, 175 
Increase or decrease (—) in selected resources-. ~~} ---- % 1, 393, 161 —650, 000 |... .-.-.---- 
Adjustment due to recovery of prior year obligations_ esha 651, 797 BU, 0 Ye once occee 
Adjustment for undisbursed loan obligations trans- 
ferred from “Reconstruction Finance Corporation 
liquidation fund,’’ Treasury Department-_-_.._.---- 





Costs financed from obligations of other years, 


Financing —Administrative expenses and other program costs are financed 
from receipts from the liquidation of loans and other assets. 

Operating results and financial condition—In 1958 net budget receipts of 
$7.8 million provided sufficient funds to make final payment to the Treasury 
on the note liability assumed in connection wtih the disaster loans transferred. 
Estimated net budget receipts of $5 million in 1959 and $3 million in 1960, to- 
gether with cash funds carried over from 1958, will permit a return of an 
estimated $10 million to the Treasury by June 30, 1960, on the Government’s 
investment. As of that date the Government investment is estimated to be 
$4.3 million, comprised of capital of $7 million and a deficit of $2.7 million. 


Mr. Preston. You have spoken to that already in your general 
statement. 

Mr. Barnes. Yes, sir. 

Mr. Preston. Are you allowed to finance this operation out of your 
collections ? 

Mr. Hanna. Yes, sir. 

Mr. Preston. I think we understand that operation all right. 
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GRANTs FoR RESEARCH AND MANAGEMENT COUNSELING 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 


Program by activities: Grants (total obligations) ..._..........|....--..----.- $1, 400, 000 $2, 080, 000 
Financing: 
Unobligated balance brought forward.--...........-...-..-]---.--.---.---]_---.-------.. — 26, 146, 311 
Unobligated balance carried forward............-.---.--.-].--.---------- 26, 146, 311 24, 066, 311 
Appropriation (new obligational authority) -_-.......-.-_}.......-..-... SF, SRR BAD boc ccncee ene 


Object classification 


1958 actual | 1959 estimate | 1960 estimate 


11 Grants, subsidies, and contributions.................-..-- | eee, alae $1, 400, 000 $2, 080, 000 


Mr. Preston. We will take up the next item, “Grants for research 
and management counseling.” 
We will insert page 87 of the justifications in the record at this 
oint. 
(The page referred to follows :) 


GRANTS FOR RESEARCH AND MANAGEMENT COUNSELING, SMALL BUSINESS 
ADMINISTRATION 


NARRATIVE STATEMENT ON PROGRAM AND PERFORMANCE 


This indefinite special fund account finances grants to any State government, 
or agency thereof, State-chartered development credit or finance corporations, 
land-grant colleges and universities, and other schools for research and counsel- 
ing concerning the managing and financing of small business enterprises. The 
amount appropriated (72 Stat. 698) was derived from repayments by each Fed- 
eral Reserve bank of the aggregate amount which the Secretary of the Treasury 
had heretofore paid to such banks under the provisions of the Federal Reserve 
Act. 

Only one such grant may be made within a State in any one year, and no 
such grant shall exceed $40,000. It is estimated that 35 grants at $40,000 each 
will be made in 1959 and 52 such grants in 1962. 
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Mr. Preston. This simply tells us that you plan to use $2,080,000 of 
the funds on hand during fiscal year 1960? 

Mr. Hanna. That is correct. 

Mr. Preston. How did you get this $27 million? Was it author- 
ized and appropriated in the Investment Loan Act ? 

Mr. Barnes. Yes, sir. I do not have the section number but it was 
one of the sections in the Investment Act that repealed section 13(b) 
of the Federal Reserve Act, which authorized the Federal Reserve to 
make loans and to engage in certain activities with businesses. In 
the committee bill brought out by the Senate Banking and Currency 
Committee, that bill repealed section 13(b) and transferred the funds 
from the Federal Reserve to the Small Business Administration and 
set up that program. 

Mr. Preston. Transferred the money ? 

Mr. Barnes. Yes, sir. 

Mr. Preston. You bypassed all appropriation committees? 

Mr. Barnes. Well, sir; we did not. 

Mr. Preston. The bill did ¢ 

Mr. Barnes. Yes, sir. 

Mr. Preston. If anybody had made a point of order on that it 
would have been subject to a point of order because I guess it was 
a reappropriation. It was earned money and not appropriated 
money ¢ 

Mr. Hanna. It was transferred from the Treasury. Under what 
law, I do not know. 

Mr. Preston. That is the most unique way of getting $27 million 
I have heard of ina long time. I cannot remember ever appropriating 
it through this committee. 

Mr. Barnes. May I ask a question ? 

Mr. Preston. Yes. 

Mr. Hanna. This is the section of law [handing law (Public Law 
85-536) tothe chairman]. 

Mr. Barnes. My previous answer will have to stand. This was 
done by the Senate Banking and Currency Committee and whom 
they conferred with, I do not know. They held a number of hear- 
ings about it over the last year. 

Mr. Hanna. As a matter of fact we did not anticipate this and 
as a result we did not even budget for it last year. 

Mr. Preston. Could anybody nate explain to me what section 
13(b) of the Federal Reserve Act was? 

Mr. Barnes. It was an authorization setting up these funds and 
authorizing the Federal Reserve banks to make loans directly to pri- 
vate businesses. I think it was originally $30 million and I believe 
the banks had loaned some $3 million. 
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Mr. Preston, When was section 13(b) of the Federal Reserve Act 
adopted or passed ? 

Mr. Barnes. I believe it was some years ago. 

Mr. Preston. Quite some time ago? 

Mr. Barnes. Yes, sir. 

Mr. Preston. And they did not actually put the program into full 
operation ? 

Mr. Barnes. That is correct. I believe further testimony is avail- 
able in the reports of the Senate Banking and Currency Committee, 
which held hearings on it. This was a committee bill and this phase 
of it was not recommended but it was developed by the committee 
itself, 

Mr. Preston. From time to time we find some loose money lying 
around the Government. We found $7 million a few days ago left 
over from a construction program. Nobody cared to disclose the fact 
it was still there. Now the Federal Reserve had $27 million on hand. 
It would be interesting to have a treasure hunt and go through the 
Government and hunt up all this money. 

Any questions on this item ? 

Mr. Horan. No questions. 

Mr. Preston. That concludes the hearings. It has been very in- 
formative and very interesting and we appreciate all the information 
you have furnished the committee. 

Mr. Barnes. We appreciate the courtesy we always receive from 
this committee. 

Mr. Preston. Thank you, Mr. Barnes. 


Frmay, May 8, 1959. 
Srate Marine ScHoois 


WITNESS 


HON. JOHN F. BALDWIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Preston. The committee will come to order. 

The committee is hearing outside witnesses this afternoon, and the 
first witness is our distinguished colleague, the Honorable John F. 
Baldwin of California, who wishes to speak in support of a budget 
item for the State marine schools. 
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We are glad to have you with us, Mr. Baldwin, and I see you have 
a prepared statement which you wish to present to the committee, 

Mr. Batpwin. Yes, sir. 

Mr. Preston. You may proceed, sir. 

Mr. Bautpwin. Mr. Chairman, I deeply appreciate the opportunity 
to testify before your committee. 

The budget for the Department of Commerce contains the sum of 
$1,110,000 as a requested appropriation for State marine schools. 
I should like to urge iceameniia this requested sum. 

Last year the Congress passed the Maritime Academy Act of 1958, 
This act provided for a more adequate program of Federal assistance 
for the four State maritime academies which are located in Maine, 
Massachusetts, New York, and California. The act authorized: 

(a) Direct grants of $75,000 if matched by State appropriations 
and if out of State students are enrolled in these academies. 

(6) An increased allowance of $600 per year to cadets for uni- 
forms, textbooks, and subsistence. 

(c) Repair of Federal training vessels loaned to the school. 

The act further gave contract authority for the Secretary of Com- 
merce to enter into agreements with the States to provide these grants 
and allowances over a 4 year period. However, maintenance and 
repair of training vessels will continue to be accomplished through 
annual appropriations. 

In accordance with the provisions of the Maritime Academy Act 
of 1958, the budget included the sum of $150,000 for maintenance 
and repair of vessels loaned by the United States for use in connec- 
tion with State marine schools. It included an additional sum of 
$960,000 for liquidation of obligations incurred under authority 
granted by the act, to enter into contracts to make payment for ex- 
penditures incurred in the maintenance and support of marine 
schools and to pay allowances for uniforms, textbooks, and sub- 
sistence of cadets. The combined total amount of the requested ap- 
propriation is $1,110,000 for fiscal year 1960. I desire to give my 
wholehearted support to this appropriation request. 

Until the Maritime Academy Ket of 1958, the annual grant of 
$25,000 per academy had remained unchanged since first authorized 
in 1894. In contrast, the annual Californi:x State support of the 
California Academy has increased from $183,799 in 1946-47, to $442,- 
145 for 1959-60. The increase in the Federal grant to $75,000 is no 
i than in proportion to the increased contribution made by the 
State. 

The former uniform, textbook and subsistence allowance was $430 
per year and was limited in payment to only 150 students. Here 
again, the cost of uniforms, textbooks and other equipment. which the 
student must provide has greatly increased. Furthermore, the present 
total enrollment of the California Academy is 203 students. The 
authorized increase to $600 per year per student is an increase of 
$170 per student, and the number of students in not limited to 150. 
Both of these increases are fully justified. The 25 percent increase 
per student corresponds to the general increase over the years in the 
cost of the items involved. Actually, all of the students met the 
requirements for these allowances and, therefore, the act of 1958 
eliminated the discriminatory limitations which barred any assistance 
to more than 150 students. 1 









nity 


1 of 
ols, 


D58, 
nce 


ine, 
ions 


ani- 


ints 










875 


Some years ago the amount available for the annual overhaul of 
training vessels of each Academy was reduced to $37,450. With the 
advancing age of each vessel, coupled with the increasing cost of 
labor and maintenance material the sum of $50,000 more closely 
approaches the actual cost involved. In connection with this item I 
should like to point out that the State pays all operating expenses 
of this ship which includes the salaries of all personnel attached. The 
funds included in this budget are solely for major items of overhaul, 
drydocking, and so forth, which are beyond the capacity of the 
Academy’s maintenance program. 

To show the large expenditures made by the State of California 
since 1952 in the California Academy, the State has completed the 
following major capital outlay projects in permanent buildings alone 
at the Academy at the costs indicated below : 


PERC WT REGRS, BERIT TO seni cee Lips cp cietgesatginsouey oem han eogeledeiblis $301, 000 
INN CR er a ah oalyealrnd a ine RENT 270, 000 
PT | RUN eh geek ottawa eccitnn ioe ode nett eee me ntonint oer aie Seen teen 660, 450 


perministvation: Bulliing ie Lh di ene antici 


ee ee ee ee ee eee eee 


I hope very much that this committee will approve the full sum 
requested in the budget of $1,110,000 for the State marine schools. 

Mr. Preston. The committee is delighted to have your views and 
as you well know, having appeared before us previous to this occasion, 
it has been the policy of the committee to support the State marine 
schools. I have no reason to believe that the committee will adopt a 
contrary position for fiscal 1960. 

We appreciate your interest in the marine school. 

Mr. Bow, do you have any questions of Mr. Baldwin? 

Mr. Bow. I have no questions, Mr. Chairman, but I would like to 
state that we are always delighted to have Mr. Baldwin appear before 
the committee and appreciate his testimony very much. 

Mr. Batpwin. Thank you, Mr. Bow. 


Frmay, May 8, 1959. 


Smatiu Busrness ADMINISTRATION AND BUSINESS AND DEFreNsE 
Services ADMINISTRATION 


WITNESS 


HON. FRANK M. COFFIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MAINE 


Mr. Preston. Our next witness is the Honorable Frank M. Coffin, 
our distinguished colleague from the State of Maine. 

Weare delighted to have you with us, Mr. Coffin. 

Will you please advise the committee upon which subjects you wish 
to address us? 

Mr. Corrin. My two subjects, Mr. Chairman, are the Office of Area 
Development in the Department of Commerce and the Small Business 
Administration. 

Mr. Preston. You may proceed. 

Mr. Corrin. Mr. Chairman, my testimony today will be brief, being 
confined to two specific items in the Department of Commerce and the 
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Small Business Administration. Both are, in my opinion, absolutely 
essential in our quest for a stronger economy. Neither can function 
ata desirable level without adequate funds. 


OFFICE OF AREA DEVELOPMENT, DEPARTMENT OF COMMERCE 


During the last year and a half, the recession has dramatized the 
plight of many communities throughout our Nation which are suffer- 
ing from substantial unemployment. Changed technologies, modifi- 
cations in the market, the postwar adjustment, and foreign competi- 
tion have each taken a toll in closed factories, millions of jobless, and 
declining cities and towns. In response to this crisis, local citizens, 
State government, and the Federal Government have sought to de- 
velop new resources for these depressed areas. We have not done 
enough, but in some areas we have made a contribution. 

One of the most significant, albeit modest, contributions has been 
that of the Office of Area Development in the Department of Com- 
merece. This agency, working with many communities, has developed 
a procedure for bringing to these communities the experience and 
practical knowledge on industrial development used throughout the 
United States. It acts as an informed coordinator, bringing infor- 
mation to local communities and focusing the force of Federal pro: 
grams on the immediate problems. 

I know from personal experience, as I am sure many members of 
this committee know, that the Office of Area Development is providing 
invaluable service. Between June 1957 and February 1959, for exam- 
ple, this division of the Department of Commerce has provided assist- 
ance to groups within the State of Maine on 33 separate occasions. 
The help provided has ranged from product suggestions, memoran- 
dums on industrial trends, field consultations on community develop- 
ment programs, information on regional shopping centers, speculative 
building, industrial parks, and coordination of State activities in de- 
velopment of the wood products industry. 

Within the limitations of time and available personnel, the Office 
of Area Development has worked out an orderly, but imaginative, 
approach to individual community problems. When the division re- 
ceives a request for assistance at the local level, a careful analysis of 
the problem is made, utilizing, the resources of various agencies, in- 
cluding the Department of Commerce Business and Defense Services 
Administration, the Bureau of Employment Security in the Depart- 
ment of Labor, the Department of Agriculture and the Department 
of Interior. From this analysis a coordinated program of potential 
Federal contributions is prepared. This may include defense pro- 
curement, highway programs, urban renewal, the Corps of Engineers, 
or the Office of Technical Services. Whenever desirable, representa- 
tives of these and other agencies are asked to participate in field con- 
sultations, The OAD does not confine itself to Government agencies. 
It utilizes the services of State officials, railroads, utility companies, 
private industrial and commercial organizations, and other appro- 
priate groups. 

When all available information has been prepared and correlated, 
the OAD prepares a field meeting agenda, with the cooperation of 
the local community. Such a session is preceded, in many cases, by 
an informal visit, and wherever advisable the OAD tries to arrange 
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a meeting after the regular meeting to review and analyze the sug- 
gestions which have been made. In addition, memorandums are pre- 
pared as a followup on the conference and meetings. These reports 
go to all individuals and organizations which have participated in 
the particular meetings. Possible Washington action is discussed 
with Federal agencies, and materials from the field meeting and visit 
are filed in a central regional file for use with subsequent inquiries. 
Fact sheets are prepared by the OAD for use in mailing to interested 
industries by Federal agencies. Pertinent data is filed in the Indus- 
trial Location Division’s file where it can be consulted by plant 
locators. 

The results of these activities have been most impressive in a num- 
ber of communities. Several illustrations indicate the scope of this 
contribution. 

The OAD assisted the management of a town’s single industry 
which had lost the market for its one product. It helped the plant 
management find ways to adapt its plant for the output of a small 
vehicle which is now being sold to both civilian and military 
customers. 

Using its file on successful community experiences, the Office pro- 
vided material to a local group to show the locality how to form an 
industrial development corporation. This corporation subsequently 
built a new plant and rented it to a successful small manufacturing 
company. The company has expanded its operation and local unem- 
ployment has all but disappeared. 

The OAD helped a local industrial committee sell the idea of a 
planned industrial district to local investors as a device to attract 
new industry to a community in an eastern State which had been 
suffering from excessive unemployment. As a result of this action, 
several industries have located in the town. 

Obviously, this is not the total answer to industrial development 
problems or the major crisis of the recession and widespread areas 
of substantial unemployment. But the Office of Area Development 
is amost important link, and a most effective link, in the chain of local, 
State, and Federal action for economic growth as it operates today. 

Recognizing this, Congress increased the appropriation for the 
Office of Area Development from $127,000 in 1956, to $377,000 in 1957, 
to $395,000 in 1958. But for 1959, when the program was most 
needed, the appropriation was cut to slightly more than $200,000. 
This meant a reduction in personnel from 43 to 20, and a cut of five- 
sixths in the allotment for travel. 

While the demands for service from the Office of Area Develop- 
ment have continued to be heavy, on the basis.of past performance 
and the excellent level of service, the Office has been forced to let 
valued members of its staff go, cut out many of the essential field 
trips, reduce replies to sketchy and form answers, cut back on publica- 
tions, and lose junior-grade specialists who had been carefully re- 
cruited for training. This is an immediate loss for the communities 
which have requested service which they cannot get, and a long-range 
loss in able public servants for the United States. 

It is my conviction that this Congress should restore the Office of 
Area Development program to its previous level, by appropriating 
approximately $400,000, earmarked for its activities. To leave the 





program at its present level is to let a unique and specialized source 
of strength for State and Jocal development dry up, at a time when 
its health-giving properties are most needed. 


SMALL BUSINESS ADMINISTRATION 


The 85th Congress made a major contribution to the small busi- 
ness community of our Nation when it enacted the Small Business 
Act of 1958. This agency, which had done a creditable job in supply- 
ing capital to promising small businesses which were cut off from 
capital resources for one reason or another, took a new lease on life 
when it was made permanent agency. The predictions of many of us, 
that the fact of being permanent would greatly enhance the effective- 
ness of the Small Business Administration, have been amply rewarded 
within the short space of 8 months. 

T believe that the basic Small Business Act is a good one, which 
provides opportunities for more than financial assistance for small 
businesses. We now have a chance to improve the competitive posi- 
tion of small business by improving its operation. 

One of the most important features of the act, in my opinion, is 
paragraph (c) of section 8, which directs the SBA to “make studies 
of matters materially affecting the competitive strength of small 
business.” This provision, coupled with section 602 of the Small 
Business Investment Act, which provides for research grants to 
State agencies, State development companies, colleges and universi- 
ties for small business studies, research and counseling, offer us 
opportunity to develop a much more adequate understanding of the 
actual needs of small business and the approaches which may be most 
productive in strengthening them. Certainly no long-term program 
of financial assistance and investment will be of maximum value un- 
less we engage in a constant reevaluation of the factors which in- 
fluence the growth and relative position of small businesses. 

At the present time, the only real source of funds for SBA re- 
search is that provided under section 602 of the Small Business In- 
vestment Act. The funds available in this program are restricted to 
use at the State level. There is no provision for such expenditures 
within the SBA itself. 

It is, in a way, an ironic reversal of planning that we set up a 
permanent agency to guide our State agencies, but do not equip it 
with enough seed capital to carry out fully its guidance function. It 
is my firm belief that the Congress must provide funds and encourage 
the Small Business Administration to utilize the authorization in the 
Small Business Act for studies necessary to fulfill the intent of Con- 
gress in legislating on behalf of small business in the American 
economy. 

Some of the major questions which should be included in such an 
overall study program, by the SBA, are: What are the basic prob- 
lem areas to serve in a small business program? What do we mean 
or what should we mean by “small business”? What are the so-called 
management. problems of small business? What other internal causes 
for small business failure exist? What are the external causes or 
pressures which tend to cause failure or serious operating difficulties? 
To what extent are advisory services regarding management prac- 
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tices, finance, marketing, etc., available to small business? What 
are the total effects of the Small Business Administration program 
on the economy? Can we go beyond the obvious indexes on impor- 
tance of small business such as number of establishments, sales, and 
so forth? Can we consider the impact of small business on the econ- 
omy? What is the impact of the SBA program on the small business 
economy? Can we develop statistical studies of a continuing nature 
to isolate symptoms of business health and disease? Is small busi- 
ness forced to pay wage levels based upon large scale operations and 
in turn sell its product at prices determined from large scale opera- 
tions¢ And, what norms of behavior can be considered as guides to 
indicate the need for remedial action or assistance? 

These topics scratch the surface of our need for knowledge in this 
area. The SBA recognizes its responsibility.in this field, but it has 
no funds. The Small Business Act of 1958 was passed after the 
budget requests were in, and there is no provision for funds in the 
1960 budget. My plea is that a modest amount of money be made 
available to SBA for the seminal research which will increasingly 
be needed. Such an amount would be in the approximate sum of 
$200,000 or about one-tenth of the funds made available to the re- 
search groups at the grassroots level under the Small Business In- 
vestment Act. 

{ urge that this appropriation be included in the recommendations 
of this committee. 

Mr. Presron. You will recall that this committee approved the full 
amount last year for the Office of Area Development in the Depart- 
ment, of Commerce. 

Mr. Corrtn. Yes, sir. 

Mr. Preston. It is my recollection that the reduction occurred in 
the Senate. 

Mr. Corrin. Yes, sir. 


GRANTS FOR RESEARCH MANAGEMENT COUNSELING 


Mr. Preston. With reference to the Administration they are oing 
for an increase in the area of “Research and management counseling’ 
from something like $290,000 to $800,000 and that covers this grant 
program. 

Mr. Corrrn. Yes, sir. Are the grants included in that? 

Mr. Preston. Yes, sir; they are included. 

I quizzed Mr. Barnes yesterday on that very point and called your 
letter to the attention of the members of the committee. He said, 
“Yes; that was covered, and the positions would be provided.” 

They would be provided out of that increase. He was not able to 
tell me exactly how many positions would be assigned to this function, 
but he said previously he had had to borrow people from other activi- 
ties in order to do some of this work. 

Mr. Corrtn. You think that with that amount of money if they 
wanted to do a study as to why business has failed, they woud be able 
to do a project on it by subcontracting it out to the State agency or a 
university ¢ 

Mr. Preston. Do you mean under that $27 million program? I 
think part of the $27 million or part of the $800,000-——— 
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Mr. Corrtn. I mean as part of the $800,000. I am sure they could 
under the $27 million. 

Mr. Preston. No; that is specifically earmarked as to how it can be 
used. I would have to go back to the justifications to answer that 
question accurately. I understand it is out of the “Salaries and ex- 
penses” item. Yes; it could be. 

Mr. Corrrn. If the expenses are allocated for personnel 

Mr. Preston. Not altogether. There is a real large increase over 
what they had. 

Mr. Corrtn. Mr. Chairman, I am not familiar with that. My chief 
objective is to see that they have some leeway so that we do not favor 
everybody else going into the problem except the people who are sup- 
posed to know the most about it. 

Mr. Preston. I am confident it can be done under the budget re- 
quest, but whether they will do it or not I do not know. 

Mr. Corrtn. Yes, sir. 

Mr. Preston. You have discussed this matter with the Adminis- 
trator? I believe he advised us that you had. 

Mr. Corrtn. Yes, sir. I sent him a copy of the remarks that I had 
put in the record, and he answered saying that this was without col- 
lusion on our part. He answered saying that he felt it was sound 
and that there was a real need and I am just assuming by that that 
what I had suggested was not being met in any other way. [If it is, 
I am more interested in the problem being solved than how we do it. 

Mr. Preston. Our difficulty on this side of the table is to provide 
for the projects which they present. We do not create additional 
projects if we can possibly help it because we are confronted with so 
many other expenditures. 

Mr. Corrin. Actually, I think that this Small Business Investment 
Act provision is a little bit rigid; that is, if we were writing the law 
over again I would rather give the SBA some authority to take some 
of the money and use it and not have to make an arbitrary grant of 
$40,000 to every State. They cannot even make two grants to a State, 
one of $15,000 and one of $25,000. It has to be one of $40,000. 

Mr. Preston. Can you not get your State people to conduct such 
a study with this $40,000? 

Mr. Corrtn. Yes, sir. Various States, of course, have all applied 
for projects. I think all but about two States have applied. 

a ghacata Are you speaking principally on behalf of Maine 
today ¢ 

Mr. Corrtn. No, sir; I just think as a matter of administration in 
SBA there will be some things that will not be covered by all of these 
50 research projects. 

Mr. Preston. If we had an extra copy of Mr. Barnes’ statement, I 
think you will find these answers in his statement. 

Are there any questions? 


STATE MARITIME SCHOOL 


Mr. Suetiey. I have just one question, Mr. Chairman. 

Maine is one of the four States which conducts a State maritime 
school. There has been a proposal to increase the amount of Gov- 
ernment or Federal support to the State maritime schools in this 
budget. 
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Do you feel that these schools make a contribution toward the 
maritime industry and that the Maine school needs this increased 
support 4 

I fr. Corrtn. Yes, sir; I really do. Congressman McIntire and all 
of the members of the delegation will be here later on in the after- 
noon, and they have specific authority to include me in their remarks. 
It is not in my district, but honestly, I have seen many of the prob- 
lems of the school. They do about as much on as little investment as 
any place I have seen. It is not a lush operation, but I think it is a 
very good school and we are tremendously proud of it in the State of 
Maine. 

Mr. Suettey. I just want to say, Mr. Chairman, that some of the 
best sailors I ever went to sea with were State of Mainers. They were 
pretty good sailors and I thought Maine and every Congressman from 
that State would be interested in maintaining that tradition. 

Mr. Corrtn. Absolutely, sir. 

Mr. Preston. Thank you very much for your contribution, Mr. 
Coffin. 

Mr. Corrty. Mr. Chairman, I wonder if after going over Mr. 
Barnes’ statement, I have any comment, I might put it in the form of 
a letter to you on this other proposal ? 

Mr. Preston. Yes, sir; you certainly may. 

Mr. Corrin. I have the feeling that perhaps this research and 
planning in the $800,000 is for business counseling in particular in- 
dustries, and may not be the type of research that we have in mind. 

Off the record. 

(Discussion off the record.) 

Mr. Corrtn. I want to say that I appreciate your indulgence and 
I know the tremendous work you have been doing and the tremendous 
amount of work that lies ahead. While I do not envy you, I am glad 
you are the ones who are doing it. 

Mr. Preston. Thank you, Mr. Coffin. We appreciate your appear- 
ance this afternoon, and giving us the benefit of your views. 


Fripay, May 8, 1959. 


Maritime AcrIiviries 
WITNESSES 


GEORGE KILLION, PRESIDENT, AMERICAN PRESIDENT LINES 
NOAH M. BRINSON, ASSISTANT TO PRESIDENT 
WARNER W. GARDNER, COUNSEL 


Mr. Preston. Our next witness is Mr. George Killion, president of 
the American President Lines, and with him is his counsel, Mr. Gard- 
ner, and his assistant, Col. Noah Brinson. 

We are delighted to have you before our subcommittee, Mr. Killion, 
and we understand you have a peculiar problem to present to the 
committee. 

Do you have a prepared statement ? 

Mr. Kitxi0on. Ido, Mr. Chairman and gentlemen. 

Mr. Preston. You may proceed at this time. 

Mr. Kitx10n. I do have a prepared statement, and when you say 
we have a peculiar problem, we think we have one that is very just 
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and very equitable. If I might, with your permission, I would like 
to read the statement. I think there are copies which Colonel Brinson 
has, which are available for the members of the committee. 


REIMBURSEMENT FOR DESIGN COSTS OF SUPERLINER 


I am grateful that the subcommittee has given us an opportunity to 
explain to you the compelling equities which call for reimbursement to 
American President Lines of the appropriate part of its design costs 
for the superliner passenger vessel authorized by Public Law 85-521. 

I understand that my letters of January 29 and March 27 to Mr. 
Morse have already been put into the record. It is not necessary there- 
fore, that I retrace the detail of our request. It is sufficient to empha- 
size to you the following salient facts. 

We have for some years been under contractual obligation to design 
and construct a transpacific passenger vessel. In the discharge of that 
obligation we have, with the approval of the Federal Maritime Board, 
had preliminary design studies underway since 1956. In 1957, we con- 
cluded that the superliner was not feasible under ordinary procedures. 
The General Accounting Office, on examination of our studies, agreed. 

I might add that so did the Bonner committee, the Merchant Marine 
and Fisheries Committee, after very exhaustive hearings, and so did 
the Senate Committee on Interstate and Foreign Commerce. 

The Congress in Public Law 85-521 authorized the necessary special 
assistance to American President Lines and to United States Lines Co., 
which had a comparable problem with respect to the projected sister 
ship for the United States. That act provides for construction by the 
Government and sale of the Atlantic superliner for $47 million and of 
the Pacific superliner for $34 million or 45 percent of the domestic con- 
struction cost, whichever is higher; the Government under this legisla- 
tion would lend 75 percent of the sale price at 314 percent interest. 

Through the latter part of 1957 and the early part of 1958 we pushed 
ahead on our detailed plans and specifications, in order that the Con- 
gress and the Board might have available every detail of the ship and, 
if possible, an actual bid price. 

They did have, by the way, an actual bid price for the U.S. Lines 
ship. We have been urged by the Board to make full speed in this 
design work. It did so in its letters of January 17, 1957; March 25, 
1957; April 8, 1957; and August 14, 1958. We did so, and by April 
1958 we were able to issue invitations to bid on the commercial vessel. 
Their opening was postponed in order to have the Navy Department 
specification of national defense features. These were received in 
August. They required a redesign of the whole vessel. 

The requirement was made by the Department of the Navy. 

New plans and specifications were issued in December. The Board 
required ‘certain modifications, so that the bids for the commercial 
and defense ships could be unmistakably separated. These were made. 
The plans have been completely approved by the Board and by the 
Navy Department. The Maritime Administration by letter of March 
20 commented that “we wish to commend the design agent for the 
exceptionally prompt and efficient manner” in which the modifica- 
tions “were prepared and presented for our consideration.” The bids 
were opened on March 25 of this year. 
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The low bids were about $88 million for the commercial ship, and 
$97,500,000 for the defense ship. With our part of design, outfit, and 
equipment costs, it will cost American President Lines about $43 mil- 
lion. 

The President’s budget message of last January advised that no 
funds were requested for construction of either superliner. It is my 
understanding that the administration policy remains that it will not 
request appropriation funds for the vessels during the coming fiscal 
year. The budget message also requested that the Congress recon- 
sider its directive that they be built and financed by the Coveenmant. 
The Department of Commerce has, however, in April submitted draft 
bills which would amend Public Law 85-521 to replace the 314 per- 
cent interest rate with one equal to that on Government borrowing 
plus one-half to 1 percent. I don’t know which of these different 
approaches pepsin the administration’s preferred amendment to 
the law enacted last July. 

We have spent $1,476,000 upon the design of the ship. It breaks 
down to about $930,000 on the design of the commercial vessel, and 
about $546,000 on the design of the defense ship. 

This was spent solely at the request of the Navy Department and 
this was for the account of the Navy which they Should have spent 
in its entirety. 

We have incurred these costs in a joint undertaking with the Gov- 
ernment, and supposed that the defense design costs were for the 
account of the Government while the commercial design costs were 
to be shared between us on the construction-differential subsidy basis 
enacted by the Congress in Public Law 85-521. Had we not gone 
ahead with this work, the superliner would be at least 2 years of 
design work behind schedule. Subject, of course, to Maritime Ad- 
ministration approval of the specific expenditures, this would indi- 
cate that a total of about $1,057,000 was for the account of the 
Government. 

We have in complete good faith done everything in our power to 
expedite the construction of the Pacific superliner. We have with 
the approval of the Board translated both the commercial and the de- 
fense vessels into bidding plans and specifications, and have obtained 
bids on them. Our design expenditures have included over $1 mil- 
lion for the azccount of the Government. The Administration in the 
last several months has refused to request appropriations for the 
superliner vessels, and has indicated that it wants major revisions of 
Public Law 85-521. It seems only fair that the Government should 
meet its part of those design costs now, and not force American Presi- 
dent Lines to carry them indefinitely, until the Administration should 
request and receive appropriations and until it should either accept 
the law as it was enacted or succeed in having it amended. 

The Federal Maritime Board Chairman, Mr. Morse, has told us 
that the customary policy is to reimburse for design costs only when 
the vessel is constructed, and that there should be no departure here 
from that policy. 

And that, I might add, gentlemen, was in accordance with the pre- 
vious policies under the Merchant Marine Act. This, as you know, 
was legislation specifically enacted by the Congress. 

So, they are two different things. 
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We believe that there is every reason for such a departure. (a) In 
the first place, the practice contemplated by section 502—the old, 
Government-financed sale procedure—was for the Government to 
do the design work ‘and to be reimbursed on sale of the vessel. 

That was true in the case of the Mariners. The Government built 

5 Mariners and they designed them and paid the design cost and 
paid the whole construction cost and then in turn sold them to private 
operators. We bought eight of them, as a matter of fact. 

As that is the basic procedure chosen for the superliners by the 
Congress, it is not unreasonable to ask that jointly-incurred costs 
paid by the operator be borne jointly. (6) In the usual case, con- 
struction will follow shortly after design. Here, because we have 
fallen afoul of a considerable administration opposition to super- 
liner costs and financing, the delay is at best a long one and at worst 
an indefinite one. (c) The very size of the design costs is a dis- 
tinguishing feature. The Government’s share of freighter desi 
costs is not likely to be more than $100,000 to $200,000. We would not 
be pressing for fair treatment were our injury but a fifth or a tenth 
as large. 

And, I would like to paraphrase and say that we did design two 
sea racers that were a little ity inced in design over the Mariner type. 
We paid for those design costs ourselves and entered into a contract 
with the Government and the ships are now being built. However, it 
was a small amount as compared with the very large amount which 
we did spend in the design of the superliners in accordance with the 
legislation. 

In our discussion with Chairman Morse he has indicated that our 
request may be premature. That I do not understand. The design 
work has been completed. We have paid out the money, and the 
Administrator has failed to request the construction funds. Our 
need for reimbursement is as ripe as it can ever be. 

In summary, we have spent nearly $1,500,000 upon the superliner 
design, of which over $1 million is for the Government’s share: About 
$546,000 for the defense vessel and about $511,000 for the Govern- 
ment’s part of the commercial vessel. The design was done pursuant 
to authorization of the Board, in response to its requests for speed, 
and in a vigorous effort to get the vessel under construction as soon 
as possible. The authorizing legislation of the Congress has become 
entangled in the fiscal policies of the Administration and we now 
don’t know when or under what terms the funds will be requested. 

Our design work has not been wasted. It will be used when the 
ship goes ahead. In the meantime there are plans immediately avail- 
able to the Navy Department, permitting in the event of emergency 
an almost instantaneous start on this vessel. Had we not gone ahead, 
there would still be nearly 2 years of design work to be done. 

Therefore, the Government has these plans and specifications al- 
ready at their disposal. As I say, in the defense ship which was de- 
signed at the request of the Navy Department, it was all ready for 
the Navy Department to pick up and use. Admiral Mumma, the 
Chief of the Bureau of Ships, appeared before the Bonner committee 
and before the Senate Committee on Interstate and Foreign Com- 
merce and testified as to the essentiality of these changes. 

Mr. Suetiey. And before this committee? 
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Mr. Kutnion. Yes, sir. 
I sometimes take pride and comfort in the thought that the subsi- 
dized steamship operator is essentially in a partnership with his Gov- 
ernment. I hope that the Congress will authorize the senior partner 
to pay his share of the costs of the joint objective. 

That, gentlemen, concludes my written statement. I would be very 
pleased to answer any questions that you gentlemen wish to submit to 


me. 










INVESTMENTS AND BOARD LETTERS 







Mr. Presron. Mr. Killion, what about these last two sheets of your 
statement? Do you wish to read those to the committee ? 

Mr. Kitu10on. Oh; the last two sheets were prepared in the event you 
wished to ask me any questions concerning investments and board let- 
ters. 

Mr. Preston. In view of the statements made to this committee by 
Mr. Morse in which he directed some criticism at your company about 
reducing your operating capital and, further, that you had been cau- 
tioned that when the ship was approved, you went ahead at your own 
risk. I think you had Mater make some comment about these two 
criticisms. 

Mr. Kitrion. I will be very happy to, Mr. Chairman. It depends 
always on the point of view of an individual. 

Mr. Suettey. Would the gentleman yield at that point? 
Mr. Preston. Yes, sir. 
















DESIRE TO PROCEED WITH CONSTRUCTION 






Mr. Sueiiey. I think, Mr. Killion, we should also bear in mind that 
at the time Mr. Morse was before us in response to a question from 
the chairman, or one of us, he said that this request on your part indi- 
cated a change of mind and that you did not want to go ahead and 
build the ship at that time. 

I think this ties right in with this situation, and I think you should 
know this and answer all these things at the same time. 

Mr. Kintton. I would like to answer that very emphatically. The 
only way I know, gentlemen, to judge the future is by the past, and by 
the past conduct of an individual or a corporation. 

We have indicated our great faith in this ship and our determination 
to proceed. We spent all this money and we are prepared to go ahead 
and build it. It was the Federal Government which took action and 
not us. We designed the ship and we designed it, for that part, for 
the Navy Department, and we had faith that the Government wanted 
to go ahead. We are under contractual obligations under our subsidy 
contract to proceed. 

We are operating at this time the President Hoover as an interim 
ship. 

I might explain this, if I may, gentlemen, the contract we have with 
the Government for servicing the Pacific called for 24-26 annual 
voyages from San Francisco and Los Angeles to the Orient and 
return. That service is being operated by the Presidents Cleveland 
and Wilson, and they can only handle 16 voyages. So, the Govern- 
ment said one day, “what are you going to do about the rest of those 
voyages ¢ We want 24 and 26—a minimum of 24 and a maximum of 
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We, of course, have for years been studying a plan to design and 
build a superliner. So, we bought the Prescdent Hoover from the 
Panama Canal Company as an interim ship. We paid over $ 
million for it. We had to spend $1 million to put it in class for that 
kind of trade. So, that ship is now operating and it is almost 20 
years of age, which is the statutory life of the ship. 

We are going to have to get waivers on it when it reaches 20 years 
of age, which is about another year from now, until this new ship 
is built. 

Mr. Foon. Is that the old Panama? 

Mr. Kriu10n. Yes, sir; it is. 

Mr. Preston. You have cleared that up. 

Suppose you address yourself to these other two matters. 


INVESTMENT OF “FREE FUNDS” 


Mr. Kiron. I will be very happy to do that because this is some- 
thing that I do not think Mr. Morse actually realized: We have what 
you call a free fund and we thought we had the authority to invest 
these free funds to a reasonable degree. In fact, I think the act says 
to some reasonable degree. I do not have the act before me, but that 
is my recollection. 

Mr. GarpneR. They are the operators’ funds to do with as they 
want to. 

Mr. Kim110Nn. To a reasonable degree. So, we spent $78,000 on a 
= of property in Santa Clara County and Congressman Shelley 

snows about it down there, or he knows the area generally. We 
put $78,000 into it. 

Property values have risen enormously so that that investment 
today is worth $372,500 and we could sell it tomorrow. We just: got 
it on the telephone this morning. We had an appraisal made and 
it was $372,500. 

So, we can sell it. 

Now, we decided some time ago that it was to our interest and 
prudent business to build a building to house this organization. We 
think we are in business to stay. This line goes back actually over 


a century, and includes the old Pacific company. Then there was | 


the Dollar Line. Then it became the American President Lines when 
the Government took it over. Then a private group bought it out 
in 1952, and it is now under private operation. 

I talked to Mr. Morse about it and talked to the Board. We did 
not submit any formal application. We spent $884,000 to design 
a building and ‘then we bought some land. We then set up a separate 


corporation called St. Mary’ s Square Corp., which in turn is going | 


to be financed by some insurance companies, and that deal is under- 
way right now. We think within 60 days the insurance company 
will finance the building of St. Mary’s Square, and St. Mary’s Square, 
in turn, will repay the “American President Lines the $884,000. This 
is a temporary investment and it is a sound investment and we would 
hope to call it the American President Lines Building and occupy 
about three floors and lease the rest of it. 
There was need for space in San Francisco. 
Now, this is in a period of transition. The money is there and it 
- solid, and it is not going to be wasted. We will get the money 
ack. 


ar =—_— =<. 
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One other little item: We invested $1.01 million in the stock of the 
Bank of California, which is on California Street, and Congressman 
Shelley is aware of that bank. It is a solid institution. The present 
value as of this morning of that stock is $1,173,000. So, we made 
$173,000 on this investment and we have made almost $300,000 on 
the other. 

Mr. Preston. I think it would be well for you to correct one of 
those figures. 

Mr. Kuuuion. It cost us $1.01 million, and it is worth today $1,173,- 
000. So, we made $163,000. 

Mr. Sueuiey. This site that you have selected for the American 
President Lines Building is in an area which is constantly improving 
and whose property value is going up day by day. This is in the 
very heart of my district, and I am familiar with it. 

Mr. Kitui0on. That is very true. A number of buildings are going 
up in that area. It was a good investment. 

The United States Lines of the company was given authority to buy 
its own building. Other lines have their own headquarters. e have 
been paying to the Dollar interests a very substanial amount for rent 
each year. So, we thought it was good business to do that, but it is 
being financed by the insurance company. We are now in negotiation 
with Equitable and with Metropolitan. 

Colonel Brryson. I might add that the Congress last year passed a 
law authorizing an investment up to 50 percent of the capital statu- 
tory reserve funds in common stock which in an investment of this 
kind is strictly in line with the law you passed last year. 

Mr. Preston. I would suggest, Mr. Killion, that you read the state- 
ment that has been furnished the committee with reference to letters 
from the Board. 

Mr. Fioop. Off the record. 

(Discussion off the record.) 

Mr. Suetitey. Mr. Chairman, may I ask a couple of questions at 
this point in the record ? 

Mr. Preston. You may proceed. 


DEFENSE REQUIREMENTS 


Mr. Suettey. Is it not a fact that the National Marine Act of 1936 
specifically sets forth the requirement that vessels built under con- 
struction subsidies shall include in them features set forth by the 
defense arm of the United States for defense purposes ? 

Mr. Garpner. Certainly. 

Mr. Kiruron. Yes, indeed. 

_ Mr. Suettey. Is it not also a fact that the Navy Department sits 
in on the planning and has written into the plans and designs of the 
ship the defense features which they feel are required ? 

Mr. Kitiion. I might answer this way 





Mr. Rooney. You might first answer his question “Yes” or “No.” 

Mr. Sueviey. Will you please say “Yes” or “No”? 

Mr. Kitiion. Yes, indeed. 

Mr. Froop. Off the record. 

(Discussion off the record.) 

Mr. Suetiey. Is it not a fact that the requirements set up by the 
Navy Department that nothing be built into the ship for even stand- 
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ard commercial operations in the passenger trade without their ap- 
roval? 

7 Mr. Kiizi0on. Definitely. As a matter of fact, the first ship we 

designed—yes, indeed. 

Mr. Fioop. Off the record. 

(Discussion off the record). 

Mr. Kitu10n. The first ship we designed did not measure up to Navy 
standards. They were reviewed for weeks by the Bureau of Ships 
and on the basis of the recommendations made by the Department of 
the Navy we redesigned the ship because the Navy requested it. 

Mr. Garpner. May I add, at the risk of confusing things a little 
bit, when the Navy submitted its requirement it was transmitted to 
the American President Lines by the Federal Board on August. 18, 
1958, with a request that the design be done in time to permit the bids 
to go out in December. We did it with enormous overtime costs, mak- 
ing every effort, and the Federal Maritime Board complimented the 
design agent on his expedition. 

Mr. Kirixiion. Do you want me to read that portion of my state- 
ment to which you referred earlier, Mr. Chairman ? 

Mr. Preston. Yes, so we can get to the accuracy of these figures. 





BOARD LETTERS 


Mr. Kirton. I have a little item here called Board letters. 

“The Chairman, Mr. Morse, of the Federal Maritime Board, has 
said that the Board has by letter advised us, before we did the design 
work, that there would be no reimbursement for design costs if the ves- 
sel were not built. We have not so read his letters. On April 2, 1956, 
and again on June 1 and July 5, 1956, he advised us ‘that subsidy will 
be allowed only for design data incorporated into the vessel ultimately 
built. Expenses atttributable to the design of vessels not built are 
neither subsidizable nor capitalizable.’ This did not have any refer- 
ence to designs for a vessel approved by the board and ready to con- 
struct. It related only to our desire to have preliminary design costs 
for 22-, 24-, 25-, and 26-knot vessels subsidized, inasmuch as these pre- 
liminary designs were necessary to select the better vessel.” 

I might add that we submitted to the Navy and the Federal Mari- 
time Board the design for the 22-, 24-, 25-, and 26-knot vessels and the 
Federal Maritime Board said “No.” So did the Navy. 

They said, “We want a 27-knot ship,” and that was designed on 
that basis. 

We do not think the chairman’s language ought to be transplanted 
to this quite different issue. 

I would like to read one paragraph, if I might, from a letter I did 
write, if I may, Mr. Chairman and gentlemen. I would like to read 
one paragraph from a previous letter which I wrote to Chairman 
Morse : 

As I believe you know, as this brief history indicates, American President 
Lines has prosecuted this project with faith and absolute good faith. It has 
accepted and has discharged its own responsibilities as a partner in the joint 
undertaking. If the work is now to be postponed, we believe the Government 
should in one important respect assume at this time its own obligations. It 
is a joint obligation in this cooperative effort. We have done our part, and 


we think that the partner in this picture, the Federal Maritime Board, should 
do its part. 
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Mr. Presipent. I would like to address a question to Mr. Gardner, 
your counsel, Mr. Killion. 
Mr. Kiiur10n. Yes, sir; indeed. 


SUMS DUE AMERICAN PRESIDENT LINES 


Mr. Preston. For this committee to give consideration to this re- 
quest, I think we should have specific sums put into the record at 
this point due the American President Lines on the part of the Gov- 
ernment, and the part which the Government should pay directly 
from appropriated funds and that portion which should be paid, 
if the committee sees fit to approve it, out of your capital reserve 
fund. 

Will you state how it should be done? 

Mr. Garpner. If I understand the question, it is our view, sir, that 
$1,057,000 should be appropriated to the Maritime Administration, 
which would then examine and audit the expenses for the designing 
of the American President Lines; to the extent that audit resulted in 
approving of those expenditures we would then expect that the funds 
would be paid to American President Lines. 

The effect would be to reimburse the free funds which American 
President Lines spent on capital construction and to make it a charge 
on the capital reserve fund. 

I am not sure of the accounting debits and credits. I get confused 
as between transferring moneys back and forth, but the effect would 
be that there would be $1,057,000, minus whatever was disapproved 
by the Federal Maritime Board in its audits paid to American Presi- 
dent Lines. 

Free funds would be reimbursed and an entry made in the capital 
reserve fund capitalizing this amount to the superliner. At such time 
as the ship was built, that will have been paid for, of course, by the 
company and by the Board. 

Mr. Preston. In order to reimburse the American President Lines, 
you have to withdraw some money from the capital reserve fund ? 

Mr. Garpner. The payments were made out of the free fund. 

Mr. Preston. I know that and I am wondering now 

Mr. Garpner. There are two related issues. One is the reimburse- 
ment of the free fun s by the capital reserve fund. 

Mr. Preston. That is what I am asking you about. How much out 
of the capital reserve “und ? 

Mr. Garpner. If we take the $1,476,000 total expenditure, there is 
$1,057,000 that was put in for the account of the Government. 

Mr. Kinii0n. Paid to the capital reserve fund. 

Mr. Garpner. Leaving a balance of $419,000, 

If my arithmetic is correct. that would not. be reimbursed by the 
Federal Government but would be transferred from the capital reserve 
fund with the company’s free funds to reimburse the free funds for 
the capital expenditures. 

Mr. Preston. Do you believe, if Congress saw fit to appropriate 
the Government’s portion of $1,057,000, that the Board would then 
automatically get consent to the capital reserve fund, to the free fund, 
or would you expect them to resist that ? 

Mr. Garpner. If the appropriation of the Congress were done in 
terms that made it plain that it was reimbursed to the capital expendi- 
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ture, I would find it difficult to believe that the Board would resist 
the corresponding treatment. We are not asking this committee to 
legislate on the treatment of the capital reserve fund expenditures, 

Mr. Preston. Wecannot do that. 

Mr. Garpner. I understand that. It is my belief that if the com- 
mittee were to appropriate the money that the Board would follow 
suit almost as of course. 

Mr. Presron. Then you are requesting $1,057,000 ? 

Mr. Garpner. That is correct. 

Mr. Preston. Not $1,576,000? 

Mr. Garpner. No, sir; even under the $1,057,000 that is subject to 
Board approval on each item, of course. 

Mr. Preston. Yes. That answers this. 

Mr. Kux10Nn. The difference is what we spend which is for our 
account. 

Mr. Garpner. The 45 percent for commercial ships we have no claim 
on. 

Mr. Preston. Thank you very much, gentlemen. 

Mr. Kiiuion. Thank you very much, Mr. Chairman. It is an honor 
and a privilege to appear before you. 


Fripay, May 8, 1959. 


Stare Marrtne ScHoors 
WITNESSES 


RALPH A. LEAVITT, PRESIDENT, BOARD OF TRUSTEES, MAINE 
MARITIME ACADEMY 

HON. JAMES C. OLIVER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MAINE 


Mr. Preston. Our next witness is Mr. Ralph A. Leavitt, president, 
board of trustees, Maine Maritime Academy. He wishes to address 
us relative to the State Marine Schools. Proceed. 

Mr. Leavrrr. Mr. Chairman, I am very happly to be with you today. 
T have been asked by the Maritime Academies of New York and Cali- 
fornia to present their views. I have not heard from Massachusetts, 
whether they want me to do so or not, but they are in the same boat, 
so I guess that I will have to talk for them. 

I do not believe they have anybody here. We are satisfied with the 
appropriations as set up. As I understand, it is based on the fact 
that New York will have 585 boys and under the new bill that will be 
made $600 for each boy. 

Massachusetts has told us that they expect enrollment for the next 
year for 210; California, 240; Maine, 330. 

Those extensions all are covered at $600 each. We are also satis- 
fied with the $75,000 for each school as a direct grant. 

The next item we ask for is $50,000 to repair the ships. We have 
four ships which, conservatively, cost the Federal Government 
$15 million, but all of them are about 15 years old. They were built 
during the World War and they are getting older. The cost for re- 
pairing ships is going up and under the budget they have reduced the 
$50,000 which we requested to $38,250. We do not see how we can 
live with that amount of money and keep these ships going. 
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Schools do not repair these ships. They are supposed to be kept in 
repair by the Government and the Government, being allowed $50,000, 
cannot keep these ships in the condition so that they can be classed by 
either the Coast Guard or by the American Bureau. Therefore, we 
ask that this appropriation which has been cut from $50,000 down to 
$38,250 be increased up to the $50,000. 

Because of the fact that these ships are old ships and we take them 
them on cruises to the Caribbean, next year we expect the California 
ship to come through to the Atlantic from the Pacific and from New 
York State will probably go to Europe. 

If those ships get way out on the end of a string and something hap- 
ens to them, we believe there should be an emergency fund set up for 
about $100,000 to be used to take care of emergencies that may arise. 

Except for that, I am perfectly happy with the setup as I under- 
stand it is in the budget, but I do hope you will add this $48,000 to 
the repair bill and set up $100,000 for the emergency, which I am -per- 
fectly willing to have lapse at the end of the year. 

I do think it should be setting there as a fund so that they do not 
have to go back to the Maritime Commission somewhere and try to 
steal it out of somebody else’s appropriation, so they ean get the ship 
back. When you get a ship in Europe, it has to get home some way or 
other. 

Mr. Preston. It would be rather unique as an appropriation for us 
to set up a contingency fund of this sort, Mr. Leavitt. I do not think 
we do it in any other appropriation. 

Mr. Leavirr. You do not. We need the money, I am very sure 
before the end of the year. If you could give us each $75,000 so that 
each ship will have $25,000 more, which can lapse if we do not use it, 
I think the money is necessary. 

Mr. Preston. Have you made a study or had a study made to de- 
termine if $37,500 per ship is adequate ? 

Mr. Lmavirr. Yes. On our ship alone, we have $200,000 worth of 
work that has been pending and has been building up over the last 5 
years that we cannot do because the $37,000 has not taken care of it. 
The Maritime Commission has a list from each one of the other schools 
and they have anywhere from $100,000 in one case up to $250,000 of 
contingent expenses. 

Mr. Preston. Can you give any good reason why the Maritime peo- 
ple would not request an appropriate amount to repair the ships? 

Mr. Leavirr. Yes. 

Mr. Preston. What is it? 

Mr. Leavirr. They did not dare to. They were told not to. 

Mr. Preston. By whom ? 

Mr. Leavirr. By the Budget Bureau. 

Mr. Preston. On what grounds? That the ships were too old? 

Mr. Leavrrr. No, they told them to keep the prices down, keep their 
requests down. 

Mr. Preston. How many ships are involved ? 

Mr. Leavrrr. Four. 

Mr. Preston. It would take four times $12,500; is that it ? 

Mr. Leavirr. That is right. 

Mr. Preston. Or the additional sum of $50,000 ? 

Mr. Leavirr. That is right. 
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Mr. Preston. Are you prepared to speak for the condition of these 
other ships also, in addition to the ones you have? 

Mr. Leavirr. I have no authority to speak for them. 

Mr. Preston. Do you have knowledge? 

Mr. Leavirr. I have knowledge, yes. 

Mr. Preston. Firsthand knowledge? 

Mr. Leavirr. Yes, sir; I have been on board. 

Mr. Preston. You have been on them ? 

Mr. Leavirr. Yes, sir; I have been inspecting since I was 20 years 
old. 

Mr. Preston. You are prepared to be a competent witness ? 

Mr. Leavirr. I think that Iam. Mr. Timball will tell you. 

Mr. Preston. We are delighted to have our colleague from Maine, 
Congressman Oliver, here today. 

Do you wish to join in the statement made by Mr. Leavitt? 

Mr. Outver. I do not want unnecessarily to take the time of this 
important committee, but I do feel I should make an appearance here 
with my constituent from the State who has been identified with this 
Maritime Academy, not only the sponsorship, but the development 
and general activity over these last 20 years. 

I think I am correct in saying this: I do not know of any more dedi- 
cated person in this field than my friend, Mr. Leavitt. The respect 
in which he is held insofar as the State of Maine and other States are 
concerned, where these maritime academies have been located over the 
years, I think goes without saying. 

IT merely want to say that I appreciate the problems of this Sub- 
committee on Appropriations and I realize that you have a very difficult 
job to do in trying to keep appropriations down. However, I think 
that anything that Mr. Leavitt may have said, or may say in the future 
with regard to these needed appropriations certainly would not. be any- 
thing beyond that which could be considered of an extreme type or 
radical type. I think his statements would be based on the actual 
needs of the situation. 

That is about all I have to say, other than that I think Congressman 
McIntire is on the schedule at 3 o’clock and he will have a more 
detailed statement. 

Mr. Preston. We are delighted to have had you come in and express 
your views to the committee, Mr. Oliver and Mr. Leavitt. We are 
delighted to have had you here. 

How much will it take to repair these ships? 

T know $50,000 will not buy much in the way of repairs. 

Mr. Leavirr. It would be impossible to even think of doing it 
except for the fact that we use the cadets themselves to do a lot of the 
work. A commercial ship could not possibly run on $50,000 a year for 
repairs, but we do it on these ships. 

T would like to add that I also know the pains you people on the 
Appropriations Committee go through because I have spent several 
years on my Own appropriations committee in my own State. 
know. 

Mr. Preston. You can appreciate our problems. 

Mr. Leavirr. I understand your problems. 

Mr. Preston. It is hard to stretch dollars; is it not? 
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Mr. Leavrrr. It is very hard to stretch dollars and people. It seems 
that $12,000, will not be missed if you take it off, but on, the other 
hand, we say, “With all the billions here perhaps $12,000 won’t, be 
missed, if you give it to us.” 

Mr. Preston. Iam sure that that is true. 

Mr. Bow? | JOG 

Mr. Bow. In the second supplemental which is now pending in the 
Congress you have money in that bill ? 

Mr. Leavirr. For $35,000. 

Mr. Bow. For $35,000 for ballast which the Coast Guard has given 
you a letter on. 

* You are getting $35,000 in the supplemental for Maine? 

Mr. Leavirr. I would like very much to talk off the record on this 
for just 1second. Could I do it? 

Mr. Preston. That is up to Mr. Bow. 

Mr. Bow. Put it on the record and if you decide to take it off later, 
we will take it off. 

Mr. Leavirr. I knew nothing whatever about this appropriation 
being put in. It was put in by the Coast Guard and the Maritime 
Commission to give us ballast on our ship which we do not think 
we need. They put it on the New York es and the Coast Guard 
has insisted upon putting it on our ship. 

' Mr. Bow. The Coast Guard in the letter to you of December 3, 1958, 
gave a directive on the use of ballast. 

Mr. Leavirr. They told us we should have it. We do not under- 
stand why they want us to have it, and we certainly cannot understand 
why it is 400 tons of ballast. 

Mr. Bow. I yield to my colleague, Mr. Shelley, on that. He is the 
ship man here. I would take his advice on that. 

Let us go on to this other matter here, if I may. 

Mr. Leavirr. Will you let me finish this one sentence, sir? 

We cannot understand why anybody wants $37,000 for 400 tons of 
ballast. beeause—— 

Mr. Bow. I would say this to you: I am delighted to have you 
say that. 

Mr. Leavirr. I know that we can put in 400 tons of ballast in that 
ship up in the State of Maine for way under $37,000. I do not know 
how far I can go down but, to me, I could almost. put gold in for that 
amount of money. I do not understand where they get the price. 

Mr. Bow. In the State marine schools in the budget, am I right in 
this: The 1959 estimate for grants to the State marine schools was 
$190,000; 1960 estimate is $975,000 or an increase of $785,000 

Mr. Lravirr. That is true, sir. That is beeause—— 

Mr. Bow. For uniforms, textbooks, subsistence of cadets, the 1959 
estimate was $320,200 and the 1960 estimate is $1,721,000, or an in- 
crease of $1,400,000? 

_ Mr. Leavirr. I would have to look at those figures to see what that 
is. 

Mr. Bow. Maintenance and repair of vessels run from $149,800 to 
$150,000, or a total increase of $2,186,000 in the budget figures? 

That is for the State marine schools? 

Mr. Leavrrr. That is not true, sir. 

Mr. Bow. I will show it to you and ask you whether or not that is 
true, and if that is the budget figure? 
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Mr. Leavitt. What I am saying is, I have got to look at the figures, 

Mr. Bow. When I read from the budget, I do not read something 
that is not true. 

Mr. Leavirr. The total amount we are asking for this year is $1,425,- 
000 for the four schools. I have it right here in front of me. We had 
$660,000 last year and therefore we cannot ask for an increase of $2 
million, when the total is $1.4 million. 

Mr. Sueiiey. That may be what you asked them for, but that is not 
what they are asking the Congress for. 

Mr. Leavitt. I do not know what they are asking the Congress for. 
This is what we are asking for. 

Mr. Sueiiey. We do not appropriate it on the basis of what you 
ask for, but we appropriate it on the basis of what the Federal Mari- 
time comes in and asks us for. The figures Mr. Bow has read, be- 
lieve me, are true figures as presented to us. 

Mr. Leavirr. Yes, but you see what I am saying, sir; I have not seen 
them myself. I know what it is that we asked for and they told us that 
this is what they asked for. If they asked for more—— 

Mr. Suriiey. To boil this down, would you say they are asking 
for more than you need for the purposes set forth? You need more 
than they are asking for for reconditioning and putting the ships in 
class or condition ? 

Mr. Leavitr. We are asking for $48,000 more plus $100,000 for con- 
tingencies. This sheet here that I have before me—— 

fr. Suetiey. That is for keeping the ships in class and condition? 

Mr. Leavitt. That is right. 

Mr. Bow. I have nothing further, Mr. Chairman. 

Mr. Preston. Mr. Rooney, do you have any questions ? 

Mr. Rooney. No questions. 

Mr. Preston. Mr. Michel? 

Mr. Micuer. Mr. Chairman, I want to inquire what the average 
life of these ships is? 

Mr. Leavirr. Mr. Bow, I would like to have the record show I was 
not questioning your reading of the figures. I have never seen the 
figures as the figures came along and they did not sound to me like 
any figures I had ever heard of before. I know that you were reading 
the figures that are there, but I have never heard of them. The figures 
that we asked for, for the four schools are the figures which I have on 
this sheet here, and which I presented to the Maritime Commission 
prior to the budget being drawn up, with the permission of the other 
four schools. If we get this amount of money here, this money is im 
accordance with the so-called Merchant Marine Act of 1958 which was 
passed last year. 

Mr. Preston. Mr. Michel? 

Mr. Micneu. Mr. Chairman, did T understand the gentleman to say 
earlier in his testimony that these ships were 15 years old? 

“ Mr. Leavirr. They were all built during the last part of the World 
Yar. 

Mr. Micuen. The average life is what? 

Mr. Leavirr. If we keep them up as training ships with the special 
large crews we have, there is no reason we cannot keep them going 
for another 10 years. 


“ 


Mr. Micuen. That would be the maximum ? 








mn ? 


ge 


vas 


rid 


‘ial 
ing 






895 


Mr. Lxavirr. I would think that when a ship gets to 25 years, it is 
about ready for replacement. 

Mr. Micue.. Thatis all, Mr. Chairman. 

Mr. Preston. Any further questions ? 

Mr. Bow. No questions. 

Mr. Preston. Thank you, Mr. Leavitt and Mr. Oliver. 
Mr. Leavirr. I am sorry if I seemed to disagree with you, Mr. Bow. 
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ROBERT M. BURR, ECONOMIST AND BUSINESS CONSULTANT, 
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Mr. Preston. The next witness is Mr. Robert M. Burr, economist 
and business consultant, Darien, Conn. 

Mr. Burr, do you wish to speak to us about an appropriation for 
the Business and Defense Services Administration of the Department 
of Commerce ? 

Mr. Burr. Yes, sir. 

Mr. Preston. Do you havea prepared statement ? 

Do you wish to read it or shall we insert it in the record? 

Mr. Burr. It will only take me 7 minutes to go through it and if 
you have any questions you want to ask me, this will put it in a setting. 

Otherwise, I will simply leave myself open to your discretion as to 
your time ; whatever you wish to do. 

Mr. Preston. I doubt if we will have any questions, Mr. Burr, but 
you may read your statement if you wish. 

Mr. Burr. Thank you, Mr. Chairman. 

I am Robert M. Burr, of Darien, Conn. I wish to present facts 
and views pertaining to the budget of the Business and Defense Serv- 
ices Administration of the Department of Commerce. 

T am a consultant on economic, trade association, and public policy 
problems. I have been engaged in this kind of work for approx!- 
mately 15 years: First with one of the Nation’s leading trade asso- 
ciations, the National Electrical Manufacturers Association, and since 
the beginning of 1955 as an independent business consultant. Through 
these years I have made repeated visits to BDSA offices and to offices 
of its predecessor agency, the National Production Authority. It 
occurred to me that this long-term experience of a business consultant 
might be of interest and possibly helpful to your committee in its 
review and evaluation of the BDSA budget. Accordingly, I asked 
for this opportunity to testify before your committee. 

As yon well know, BDSA was established on October 1, 1953, 
pursuant to authority vested in the Secretary of Commerce by Re- 
organization Plan No. 5 of 1950. It is quite apparent that the basic 
functions performed by BDSA are important. These functions are 
briefly described in issues of the U.S. Government Manual in the 
following terms: 


1, Administers the authority delegated to the Secretary of Commerce under 
the Defense Production Act of 1950, as amended, with respect to the use of 
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priorities and allocations that are necessary to support and expedite the accom- 
plishment of current military and atomic energy programs, 

Carries out the Department’s responsibility in connection with the Govern- 
ment’s s overall mobilization readiness program under the general guidance of the 
Office of Civil and Defense Mobilization. This involves the development of prac- 
tical programs for the mobilization of industry and the development and mainte- 
nance of a nucleus organization capable of rapid expansion as an operating 
agency in the event of a future emergency. 

3. Provides a focal point in Government for representation of the domestic 
interest of business and industry in their relationship with Government agencies. 
Cooperates in assuring consideration of the domestic needs of small-business 
enterprise with a view to strengthening the national economy. Through its 
varied activities it encourages optimum utilization of the Nation’s productive 
capacity. 

BDSA provides to the Federal Government an important corps of 
dedicated, knowledgeable public servants. Day by day these men and 
women have accumulated a vast store of knowledge and information 
regarding the many industries which comprise the highly eomplex 
American economy. They have accurate knowledge regarding each 
of these industries, their operations, productive facilities, products, 
and technology. They are conversant with the economic and public 
policy problems which affect these industries and their employees. 
They have observed changes which have occurred in these industries 
over time. This sort of knowledge goes beyond the published reports 
and statistical tables. This type of detailed information is essential 
to sound formulation and administration of public policy, whether it 
be the development and creation of public laws by the Congress or the 
administration and interpretation of laws and the formulation of 
policy and regulations by the executive branch of the Government. 

The Administrator. his assistants, and the various Directors of 
BDSA have direct contacts with many business executives throughout 
the country and throughout industry groups. These public officials 
have the confidence and the 1 respect of the business community. They 
are thus able to enlist the support of these executives when Govern- 
ment needs the cooperation of industry. This function is especially 
important in the event of defense or economic emergencies. 

Jt is a well-known fact that daily events in Ww ashington in the 
executive and legislative branches of Government are of importance 
to American industry and affect them and their employees vitally. 
The Federal Government itself accounts directly for more than 11 per- 
cent of our Nation’s expenditures for goods and services for the gross 
national product. The Government’s decisions on defense policy, 
taxes, area development, housing, procurement, wages and hours, tariff 
duties, : and a host of other subject ts affect an even greater portion of the 
gross national product and are of direct concern ‘to one industry after 
another. 

Therefore, it is important to industry, and to the Nation as well, to 
have within the Federal Government and contributing to the formula- 
tion of public policy an agency, such as BDSA, which has intimate 
knowledge of the indiv idual industries thr oughout our economy, has 
close contact with them and their executives, and can develop a sound 
evaluation of how each public policy decision is likely to affect the 
economy of the United States and individual industries and their 
employees. 

Businessmen are experts in the creation and selling of goods and 
services. These functions and the jobs they provide are fundamental 
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to the Nation, its economy, its welfare, and its defense. However, 
businessmen are not expert in public policy matters. BDSA provides 
valuable advice and suggestions to industry on their public policy 
problems. BDSA assists them in the assembly of facts and im the 
evaluation of these facts in terms of the public interest and the 
industry needs. 

The many contacts which I have had over the years with BDSA of- 
ficials and personnel leads me to state most emphatically that these 
men and women have dedicated themselves to safeguarding the public 
interest to the best of their ability. Most of them, according to my 
experience, are career employees with many years of service, an im- 
portant nucleus of knowledge, experience, and integrity. While seek- 
ing to aid industry in every way they can, they evaluate industry 
statements and recommendations very carefully. They come to their 
own conclusions as to the merits of each case or proposition and make 
their own best findings and recommendations. They are out to get 
the full facts, to evaluate them carefully, and to protect the public 
interest. 

Tn sum and substance it is my considered opinion, based on frequent 
contact with the agency over a period of years, that BDSA is perform- 
ing functions important and essential to the Nation and that it per- 
forms its tasks efficiently, earnestly, effectively, and with integrity and 
sound judgment. Tam confident that this same quality of performance 
carries over to its preparation of its budget requests. 

Tam aware that the committee has much work to do and only a short 
time to complete this work. Therefore, in order to conserve the time 
of the committee I have limited my remarks to a brief discussion of 
basic facts and observations. However, I am prepared to answer 
questions which the members may wish to ask me and to supply ad- 
ditional information if desired. 

I wish to thank the chairman and the members for this opportunity 
to appear before your committee on this important subject. 

Mr. Preston. I have one question, Mr. Burr. Have you ever worked 
as a consultant for the Business and Defense Services Administration 
or any other agency in the Department of Commerce ? 

Mr. Burr. No, I never have. 

Mr. Preston. Thank you very much, Mr. Burr. 

Mr. Burr. Thank you, Mr. Chairman. It is a pleasure. 


Fripay, May 8, 1959. 
Maritime ActTIvities 
WITNESS 


EDWIN W. KALER, VICE PRESIDENT, WATERMAN STEAMSHIP 
CORP. 


Mr. Preston. Our next witness is Mr. Edwin W. Kaler, vice presi- 
dent of the Waterman Steamship Corp., who wishes to speak on 
maritime activities. Mr. Kaler, do you have a prepared statement? 

Mr. Kater. I do, sir. 

Mr. Preston. Do you wish to read it? 

Mr. Kater. Thank you. 
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Mr. Preston. Proceed. 

Mr. Kater. My nameis E. W. Kaler. Iam vice president of Water- 
man Steamship Corp., the headquarters of which are in Mobile, Ala. 

Waterman is one of the oldest of the American-flag steamship opera- 
tors, having operated steamships under U.S.-flag since 1919. Water- 
man presently operates 25 vessels in the foreign commerce of the | 
United States on several essential trade routes. 

Waterman has operated for many years as an unsubsidized operator | 
without the benefit of an operating-differential subsidy. Because of 
the mounting cost of operation under U.S.-flag and the need to replace 
our fleet which will soon be obsolete, the management of our company 
determined about 2 years ago that it would be necessary to apply for f 
an operating-differential subsidy under the Merchant Marine Act of 
1936 if Waterman is to continue operating U.S.-flag vessels and is to 
survive. 

Our application for subsidy was filed with the Federal Maritime 
Board on January 30, 1957. The hearing on the application was 
completed before an examiner of the Board on April 9,1959. Because 
of additional procedural requirements before the Board, it is not ex- 
pected that a final decision on the application will be obtained until 
probably sometime in early 1960. 

It is our understanding that the 1960 fiscal budget for the Maritime > 
Administration, now being considered by your committee, contains 
a recommendation that subsidized voyages for fiscal 1960 be limited | 
to a total of 2,040 voyages. Most, if not all, of these voyages are | 
already contracted for and together with applications for subsidy | 
which are farther advanced than that of Waterman the limitation, | 
if adopted by your committee, will effectively foreclose Waterman | 
from entering into a subsidy contract when its application is approved. | 

The Waterman subsidy application is for a minimum of 96 voyages 
and a maximum of 144 voyages. 

We believe your committee will recognize the inequity which would | 
result from adoption of the suggested voyage limitation to an operator 
such as Waterman which through its own ingenuity, industry, and 
efficiency has operated American-flag vessels for a long period of years 
without subsidy whereas its American-flag competitors have for man 
years had the advantage of such subsidy, being able to offset the hig 
cost differential of operating American-flag vessels in competition with 
relatively low cost operations of foreign-flag vessels. 

While it is entirely possible that our application will not be finalized 
in fiscal 1960, we think that the probability is that the application will 
be finalized and, if approved, we would be prepared to sign promptly 
a subsidy contract with the Federal Maritime Board, provided there 
is no legal barrier imposed, such as a limitation on the number of sub- 
sidized voyages for which the Maritime Board may contract. 

It is our respectful plea that your subcommittee consider the plight 
of operators such as Waterman and make adequate provision in your 
appropriations bill which will not negate the provisions of the Mer- 
chant Marine Act of 1936, but will make possible the continuation and 
further development of our American Merchant Marine of which 
Waterman has been an integral and important part for 40 years. 

I wish to thank the committee for permitting the presentation of 
this brief statement. 
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Mr. Preston. Are there any questions of Mr. Kaler, gentlemen ? 
Thank you, Mr. Kaler. 







la. Mr. Kaxer. Thank you very much, Mr. Chairman. I appreciate 
era- | this opportunity. 

ater- Mr. Preston. We are glad to have had you. 

the 
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Mr. Preston. Our next witness is Mr. Francis X. McCann, execu- 
tive secretary, Lodge 801, International Brotherhood of Boilermakers, 
Iron Shipbuilders, Blacksmiths, Forgers and Helpers, AFL-CIO, 
Camden, N.J. 

Do you have a prepared statement ? 

Mr. McCann. No, I do not, but if it is the wish of the committee, I 
would give some highlights here and then prepare a brief statement 
if it is so desired. 

I did not know exactly what you wanted. 
ges Mr. Preston. Proceed. 

- Mr. McCann. Allright, Mr,Chairman. It will be very brief. 

I am just going to hit the high points and not take up too much of 
your time. 

Mr. Preston. Proceed. 
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on SUPERLINER CONSTRUCTION 
oth Mr. McCann. Gentlemen, I came here today to prevail upon the 
, committee to be in favor of this public bill, 521. As you know, the last 
= session of Congress passed this bill to build this superliner and as 
will yet, as we see it today, the President has not included this in his bud- 
it] get. What the reasons were, I am not prepared to state at this time 
po but I just want to make these few statements here. It is very im- 


abs: portant that we do build this ship in Camden, N.J. 
The No. 1 reason is that it is a depressed area and I hope that 
you gentlemen know that shipbuilding mechanics today are at a 


ght premium and they are a highly skilled group of people. We have 
co many statements here that are made by people collaborating with 
mt what I am saying about the conditions, 

‘ch As you know, across the river from us in the navy yard, they 
"A are laying off many thousands of men there and in that area today 
of we have at least, I would say, about 30,000 shipyard workers who 


depend upon shipbuilding. We have a large liner, flattop there, which 
they built in this drydock on which the corporation spent over $10 
million to build this drydock. 
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The point I am bringing out here, gentlemen, is that we could 
start that ship immediately. If we do not get a job of this kind in 
that yard within the next few months, we are going to have to cut 
back 3,000 to 4,000 people by September. Ther refore, we wish that 
you people in your consideration would check into this thing here 
because there are many thousands of people in that area, as I say, out 
of work. We are prevailing upon you to do everything you can to 
— some way of appropriating funds to build this liner. 

I do not have to tell you gentlemen; you know as tough as Eng- 
land 

Mr. Rooney. I am for building superliners but would it not be 
better if a superliner were built in Brooklyn ? 

Mr. McCann. No; we have all the facilities. 

Mr. Roonry. You now have how many employees at this private 
yard ? 

Mr. McCann. Right now we have close to 9,000 people. 

Mr. Rooney. Do you realize that the Todd shipyard in Brooklyn, 
which formerly employed 13,000 is now down to 40, 50, or 60 em- 
plovees a day ? 

Mr. McCann. Sir, that yard could never build a passenger liner 
of this type. It could never build a passenger liner. There are only 
three shipyards in the country that could build it; Newport News, 
Quincy. Mass., and our shipyard. 

Mr. Rooney. It might appear from what you say that you have 
too much work there in Camden if the repair work were included. ITs 
this the Wolfson vard you are talking about? 

Mr. McCann. Yes. 

Mr. Roonry. How does he get all the work he does when we have 
40 or 50 or 60 employees in the Todd shipyard in Brooklyn where 
we once had 13,000 ? 

Mr. McCann. Of course, you know that Todd was mostly repair. 
T was just getting back to that point there, they are getting their 
repairs. 

Mr. Roonry. We will take repair work or any kind of work. 

Mr. McCann. They are getting that repair work done in foreign 
countries today. England today, even though she is screaming that 
she is broke and all, is still going to build two big liners to replace 
some liners that they have. 

Mr. Roonry. Have the British not had four or five tax decreases in 
England ? 

Mr. McCann. That is correct; yet they are keeping up their fleet 
and passing us as far as going into competition in liners. 

Mr. Preston. Mr. McCann, do you have any idea that if this com- 
mittee appropriated the money to build these liners that the money 
would be spent? Do you not think it would be frozen by the Bureau of 
the Budget? 

Mr. McCann. Do you think they would? I hope they would not. 

Mr. Preston. If you read the President’s message when he appeared 
before Congress, he recommended that the House reconsider its action 
in the case of the two superliners. 

Mr. McCann. I know that is in the record in the hearings and one 
of his appropriations 








Mr. Preston. He said he was opposed to building it with Govern- 
ment financing. 
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Mr. McCann. They even offered to finance the $47 million and the 

Government was ready to appropriate $83 million under that bill, 
Mr. Preston. The Government has not been ready to appropriate 

anything. 

Mr. Suettry. I think it is not with this committee or with the 
Congress; it is with the White House and the Bureau of the Budget. 
We passed the law authorizing a new financial setup beyond what is set 
up in the Merchant Marine Act of 1936 for the construction of the 
sister ship of the United States and for a new passenger liner. for 
Pacific trade. The President, in his signing of the document, put re- 
strictions on it and in his message this year put further restrictions in 
it and did not request money for construction of it, in addition to 
which the Bureau of the Budget did not request it. 

There is the conclusion. 

Mr. McCann. Isn’t it proper that we should go along with the 
bill? I mean the Congress surely must have known what they were 
doing when they passed the bill. 

Mr; Preston. That is-proper. You have a decision made in the 
executive branch of the Government to do it. If it was presented’to 
this committee, I think you would have had favorable consideration. 
Iam not speaking for anybody, but I am for it. 

Mr. Rooney. I am sure every member of this committee is all for it. 

Mr. Bow. I had a bill pending for all of those bills. I favored 
those bills. As far as this bill is concerned, you are all correct. 

Mr. McCann. I am knocking at the door. 

Mr. Rooney. There is only one door you need knock at, the one 
at 1600 Pennsylvania Avenue. That is the door. 

Mr. McCann. One thing about it, sometimes if he does not go along 
with the Congress, the Congress is still there to make him do what he 
is supposed to do. 

Mr. Roonry. The Congress can never make the executive branch 
of the Government spend money that the executive branch does not 
want to spend. That is elementary. We found that. out in regard to 
loss of employment in the Brooklyn Navy Yard. The Appropria- 
tions Committees and the Congress gave the Navy Department suffi- 
cient funds to keep a high employment. level at the Brooklyn Navy 
Yard. Instead of that. The employment started to go down, down, 
and down. It was because the White House froze the funds that had 
been appropriated by the Congress. There is no way of compelling 
the administration to spend the money. 

Mr. McCann. That is going on in the Philadelphia Navy Yard. 

Mr. Preston. Let me point out that this is not. peculiar just. to this 
administration. This business of freezing funds was accomplished by 
a Democratic President, Mr. Truman, when he froze $800 million for 
ureraft during his administration. It is common practice. It is one 
T do not like. 

I heartily disapprove of it. Nevertheless, we are faced with it. 

Mr. McCann. I am going to knock at everybody’s door. We have 
a lot of work and we need jobs. I think we ought to force these Amer- 
ican shipbuilding companies so there wouldn’t be anybody out of work 
up there now. ‘ 

Mr. Preston. It is noted that Mr. A. F. Young, director, shipyard 
and marine unit of the same labor organization that Mr. McCann 
represents came in a few minutes after Mr. McCann and he wishes 
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to be recorded as supporting Mr. McCann and his testimony here 
today. 

Mr. Youne. I would like to use the word “unequivocally.” 

Mr. Preston. Thank you. 

Mr. Jounson. My name is Leon Johnson and I would like to be 
recorded in the record. In behalf of my unit I wish to be recorded 
as present. 

Mr. Anntpate. I am chairman of the board of trustees, Frank 
Annibale. 

Mr. Preston. All right, gentlemen. We are glad to have you come 
in and join Mr. McCann. 


Fripay, May 8, 1959. 


BUREAU OF THE CENSUS 
WITNESS 


DR. THOMAS P. MONAHAN, THE MUNICIPAL COURT OF PHILA- 
DELPHIA 


Mr. Preston. Our next witness is Dr. Thomas P. Monahan, statis- 
tician and research worker with the Philadelphia Municipal Court, 
who is also a fellow of the American Sociological Society. 

You wish to speak on the project for the Census Bureau ? 

Mr. Monanan. Yes, sir. 

May I read the statement ? 

(Off the record. ) 

Mr. Preston. Yes, Doctor, we will be glad to have you read your 
statement. 

Mr. Monanan. I requested to appear before this committee in order 
to appeal for the reestablishment and improvement of the whole field 
of social statistics in the United States. This could be done through a 
mandate by Congress written into the law, or into the appropriations 
bills, directing that certain kinds of data shall be collected and pub- 
lished, or at least made available. 

An examination of the field of statistics in the United States a few 
decades ago will support the viewpoint held by many social scientists 
that there has been a deterioration in the range of social statistics 
collected by the Federal Government. Formerly, an interest in the 
human aspects of population was strong in Government circles, and 
data on a variety of topics ranging from statistics on the blind to 
monumental collections on marriage and divorce can be found in our 
Federal publications. 

Today whole areas of useful social information are ignored by our 
Federal agencies. Although we are about the most married and the 
most divorced people in the civilized world, we have no nationwide 
statistics on marriage and divorce, for example. Juvenile delinquency 
is alleged to be a most urgent national problem, yet no Federal agency 
is collecting detailed statistics on this subject—as was done about 20 
vears ago. In fact, it is not an exaggeration to say that in some 
important ways we know more about pigs and insects, about T'V sets, 
flush toilets, and even food freezers in the home, according to Govern- 
ment statistics, than we do about the composition of the population in 
the United States or the American family. 
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The largest single source of social data on the American people is 
the decennial census of the United States. However, not all of the 
responsibility for the present condition rests with the Census Bureau. 
The Children’s Bureau, the National Office of Vital Statistics, and 
other agencies are equally accountable for what has happened. And, 
although these agencies may claim that their handicap is a lack of 
appropriations, there is much more to it than this simple reason. 
As one national scholar has recently written, “sociologists as a profes- 
sional group have exercised little influence on the planning, tabulation, 
or publication of census data * * * (and the profession) has had a 
faint voice indeed as compared to that of business and other interest 
roups. * * * 1 Pleas for better social statistics, apparently, are given 
ittle attention by business-oriented Government administrators. 

As a sociologist and statistician, I can attest to the way family 
statistics have been stunted in the United States in spite of the ex- 
panded budget of the Census Bureau, in spite of the advanced statis- 
tical know-how, and in spite of the development of electronic brains. 
In 1950 a publication on “Detailed Statistics on Families” was sched- 
uled, but of all the planned publications this one was scrapped be- 
cause of lack of budget, it was claimed. In 1958 the Eastern Sociologi- 
cal Society passed a resolution expressing public regret over this 
action and urging the Census Bureau to more adequately develop the 
whole area of family statistics. 

Even when information is collected at considerable cost by census 
enumerators and prepared for tabulations, much of the useful social 
data is never assembled, and the prepared punch cards are eventually 
destroyed—partly because of the lack of relatively small additional 
funds. 

At the local governmental level we have need for information col- 
lected by the census, but which—even for a city the size of Phila- 
delphia—we cannot obtain. Such a simple fact as a complete account 
of the occupational distribution of all Negroes (nonwhites) in the 
city proper cannot be found in the Federal census publications... No 
details on broken homes and their membership are available either, 
for Philadelphia or the Nation as a whole. In Philadelphia we would 
like to know more about recent migrants into the city, about the occu- 
pations of once-married husband and wife couples, and so on. 

Our social understanding would be greatly advanced if census and 
other Federal administrators would only take a more earnest recog- 
nition of the real needs for social data at the national and the local 
level, even within their allowable budgets. It certainly seems waste- 
ful, once data have been collected and prepared, to only partly com- 
plete the job because of a depletion of funds. 

Our system of human bookkeeping in the United States has clearly 
not kept pace with our expenditures and our growth of competence 
in other fields. Social statistics should be given their proper place in 
the Federal statistical system once more. Whether more money is 
needed to do the job, or just changes and better coordination, I cannot 
say. I dothink that we in the United States have been derelict in the 





1Dr. Dudley Kirk, the Population Council, and chairman of the Social Statistics Com- 
mittee of the American Sociological Society, per “American Sociological Review,” vol. 24 
(February 1959), p. 98. 
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development of'social statistics, and Congress might do well to inquire 
into the whole stibject. 


Resolved, That the Eastern Sociological Society regrets the necessity for the 
curtailment by the Bureau of the Census of its preparation of detailed family 
statistics for 1950; and 

That the Eastern Sociological Society urges the Bureau of the Census to give 
further attention to the development, refinement, and publication of family 
Statistics. 

Adopted at the annual business meeting of the society held at Philadelphia, 
Pa., April 19, 1958. 


THE VIEWS OF SOCIOLOGISTS ON PLANS FOR THE 1960 CENSUS BY DUDLEY KIRK 


The largest single source of sociological data available to sociologists is the 
decennial census of the United States. Though the censuses have been in part 
designed to furnish sociological information, sociologists as a professional group 
have exercised little influence on the planning, tabulation, or publication of 
census data. 

Individual sociologists in advisory and administrative capacities have of 
course influenced the character of the census on many specific points. In 
particular, the senior members of the census staff, a number of whom aré 
sociologists, have done much to make the censuses useful for sociological research, 
a service perhaps not always fully understood or appreciated by their academie 
colleagues. But sociologists have generally been forced to use census data 
eollected primarily for purposes other than sociological research, The sociologi- 
cal profession has had a faint voice indeed as compared to that of business and 
other interest groups in advising the Census Bureau of its needs. 

One of the problems has been the lack of information on what the members of 
the profession need and want. A second difficulty has been organizaiton, how to 
marshall and make effective the wishes of the membership. An effort to meet 
these difficulties has been made in connection with the 1960 census. 


Mr. Preston. Gentlemen, are there any questions of Dr. Monahan ? 
Mr. Bow. No questions, Mr. Chairman. That is a fine statement the 


gentleman has made to us today. 

Mr. Preston. We thank you for coming down to the committee and 
giving us your views on this subject, which we recognize as an impor- 
tant subject. 

Mr. Monanan. Thank you, sir. 


Fripay, May 8, 1959. 


Srarr MArtne ScHOooLs 


WITNESSES 


HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MAINE 

HON. HASTINGS KEITH, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MASSACHUSETTS 


Mr. Preston. Our next witness is our distinguished colleague from 
Maine, the Honorable Clifford G. McIntire, who wishes to address the 
committee on the subject of State marine schools. Do you have a pre- 
pared statement ? ; 

Mr. McIntire. Yes, sir. I have a prepared statement which I would 
liketoread, Itisarelatively short statement. 

Mr. Presron. Go right ahead, please. 

Mr. McIntire. Thank you, sir. 
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Mr. Chairman, the budget recommendation for the function of State 
marine schools in fiscal 1960 reflects a figure of $1,110,000, this repre- 
senting an increase of $510,000 over the $660,000 which the Congress 
has historically appropriated for this activity. 

Authority for such an increase in funds is contained in Public 
Law 85-672, 85th Congress, which, in effect, was an outgrowth of 
a thorough and comprehensive review of maritime training and edu- 
cation made by the Special Maritime Training Subcommittee of the 
Senate Interstate and Foreign Commerce Committee in 1955-56. 
This record, I might say, stands as one-of the most complete col- 
lections of factual material ever gathered together on America’s pro- 
gram of maritime training and education. _ tere 

The theme of Public Law 85-672 was directed toward maintaining 
for the maritime academies continuity in Federal financial assistance 
and effecting modest increases in certain allowances for midshipmen 
attending the State maritime academies. 

The budget recommendation—in consonance with the provisions of 
Public Law 85-672—reflects $150,000 for maintenance and repair of 
the training ships for State academies, which averages out to $37,500 
for each of the four training vessels. This is the amount which 
Congress has regularly appropriated for this purpose; hence, this 
phase of the appropriation does not differ from amounts appropriated 
in previous years. 

The law enacted in the 85th Congress does, however, increase the 
annual grants to each school from the old figure of $50,000 up to 
$75,000, although any academy not accepting out-of-State students 
would still be limited to a grant figure of $25,000. 

Allowances for cadet midshipmen have also been boosted slightly, 
such allowances being set up to satisfy the uniform, book, and sub- 
sistence needs of the cadet midshipmen. In the past these allowances 
amounted to $475 per year per cadet, and with the modest increase of 
$125 per student it is now $600. 

As of May 1, 1959, there were 215 midshipmen enrolled in the 
maritime academy at Castine, Maine. Of these 123 were in-State 
students, with 80 receiving Federal payments and 43 paying their 
own way. Out-of-State midshipmen numbered 92, and of this num- 
ber 64 were getting Federal assistance and 28 were not. 

It is interesting to note that some students receive Federal assist- 
ance and others do not. This is owing to the fact that ever since 
1948 the Congress has limited Government payments to an aggregate 
of 710 midshipmen at the 4 State academies. This number has been 
prorated to the four academies concerned. 

Mr. Chairman, I sincerely suggest that this committee give its at- 
tention to determining whether or not—in consideration of the provi- 
sions of section 6(a) of Public Law 85-672—the number of students 
receiving Federal payments should be increased, thereby permitting 
all of the cadets to be on an equal basis as to financial benefits. The 
section concerned provides as follows: “The Secretary may enter into 
agreements, with each academy or college with which he contracts 
under section 4 to make payments at a rate not in excess of $600 per 
academic year per student, to such academy or college, with respect to 
each student attending such academy or college.” 
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I submit that the language of this section permits such an increase, 
and that a reasonable increase is accommodated by the budget recom. 
mendation. 

The maritime academy training program is not supported solely by 
Federal funds, for it is, in effect, a cooperative endeavor, with the ex- 
penses of operation being shared by the Federal Government, the State, 
and the midshipman student. For instance, a total of $566,000 has 
been expended for the Maine maritime academy’s operation in fiscal 
1958. The Federal Government contributed $148,619 or approxi- 
mately 26 percent of this amount, the State of Maine $150,000 or about 
27 percent, and the individual student (in aggregate) $267,381 or 47 

vercent. It is estimated that the fiscal 1959 figures would be a little 7 
fieher than those for fiscal 1958. 

It is interesting to note that if identical enrollments, as per fiscal 
1958, were to be in effect for fiscal 1960, the Federal contribution would 
be $241,619, representing an increase of $93,000, these figures, of course, 
relating to the Maine academy. 

Mr. Chairman, the State maritime academies are an essential part of [ 
the American complex, coming into being because the Congress recog- 
nized the vital need for American ships that, under skilled and com- 
petent hands, could sail the high seas in times of peace and periods of f 
emergency. 

The superb performance of the merchant marine fleet in peace and f 
war vividly attests to the wisdom of the Congress. And as Congress 
has created these schools, so does it perform, traditionally, to support [ 
appropriations designed to promote their efficient function. 

In a broad sense, the function of the State maritime academies com- 
plements already established programs which Americans have, histori- | 
cally, accepted as being an integral part of our national character. ' 

More specifically, the training offered in these schools parallels that 
which is offered through the service reserve programs conducted in our 
land-grant colleges, as it does that training being carried out in out | 
vocational educational training schools. 

Too, the trainees at these institutions—being more inclined to the 
manual skills, rather than the academic arts—are afforded an excel 
lent opportunity for vocational training in many technical aspects. 

Support of adequate funds to advance an effective operation of the 
marine State academies is, in effect, an extension of the wisdom of the 
Congress, an effort to stabilize a function that time has marked with f 
the indelible stamp of merit. In the light of this, I earnestly urge 
this committee to lend its endorsement to the $1,110,000 recommended 
by the budget for this activity. 


SHIP MAINTENANCE AND REPAIR 


I earnestly urge that this committee give serious consideration t0 
the $150,000 recommended by the budget for ship maintenance and 
repair. 

It should be remembered that the Maine maritime vessel is 16 years 
old, as are those of the other academies, having been constructed m 
1943. During the war these vessels were exposed to rigorous duty, 
having been driven at top speed during this emergency period. In 
addition, after the war these vessels reposed in the reserve fleet for 
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from 9 to 10 years before they were again restored to active duty 
through acquisition by the maritime academies. 

It is interesting to note that around 1949 the amount of $200,000 
was contributed by the Congress for this purpose, but since that time 
there have been gradual aadindn, first to $170,000, and then to the 
present $150,000. 


RECEIVE FUND OF $100,000 


Mr. Chairman, during the last 10 years costs for maintaining and 
repairing these vessels have increased up to 30 percent, and I respect- 
fully recommend that this committee determine in its wisdom whether 
or not the appropriation for this purpose should be brought up to a 
level that accommodates these increased costs. 

Mr. Chairman, I deeply appreciate having this opportunity to pre- 
sent my testimony to this committee. 

I would like to associate Congressman Frank Coffin of the Second 
District of Maine, Congressman James Oliver of the First District of 
Maine with my statement, although I understand they have appeared 
before the committee on an informal basis, but they asked to be as- 
sociated with the complete statement which I submit at this time. 

Mr. Preston. Thank you, Mr. McIntire. We have always enjoyed 
having you appear before the committee and giving your views on 
the Maritime Academy. We enjoy your views. 

Mr. McIntme. Thank you. Because of my interest in this Acad- 
emy, the opportunity I have had to appear before this committee 
each year has been a real privilege and I want to express on behalf 
of the State and those associated with the Academy our thanks for 
the interest of this committee in the State Maritime Academy pro- 
gram and particularly the school we have in Maine. You have been 
most kind and helpful in consideration of this program. 

Mr. Preston. On behalf of the committee I express our apprecia- 
tion for your kind remarks. 

Mr. Bow. Mr. Chairman. 

Mr. Preston. Mr. Bow. 

Mr. Bow. How much does the State of Maine contribute ? 

Mr. McIntire. In the current year, in which we are currently 
operating, the State of Maine, $150,000, or about 27 percent. 

Mr. Bow. How much did they contribute the year before? 

Mr. McIntire. Approximately the same. bo be 

Mr. Bow. Would you submit for the record the contributions by 
the State of Maine for the last 5 years ? lt 

Mr. McIntire. I will be happy to. I might say for that point, if 
I may, the facilities which are used in Maine for this school are 
located in Castine, which is on Penobscot Bay. It has a great tradi- 
tion of the bay. It was a normal school facility. This is a complete 
campus, with buildings which are set aside similar to a small cottage 
setup. The campus is located less than a half mile from the wharf 
and the “State of Maine,” which is the ship assigned to us is docked 
there at this wharf and so the total facilities are a very nice arrange- 
ment for a school. 

Mr. Preston. Thank you, Mr. McIntire. 

Mr. McIntire. Thank you. 


40514—59__58 
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Congressman Hastings Keith of Massachusetts wishes to be associ- 
ated with me on my time and present a statement. 


STATEMENT OF REPRESENTATIVE KEITH 


Mr. Preston. We are delighted to have Congressman Keith. We 
will accept his statement and have it inserted at this point in the 
record. 

(The statement referred to follows :) 


Mr. Chairman, I wish to thank the committee for the opportunity to be heard 
today. I am Hastings Keith, Congressman from the Ninth Massachusetts Dis- 
trict. This comprises most of southeastern Massachusetts including New Bed- 
ford, Cape Cod, and specifically Buzzards Bay, the location of the Massachusetts 
Maritime Academy. This educational institution is the second oldest State 
marine school in the country, formerly known as the Massachusetts Nautical 
School which was founded in 1891 for the purpose of educating and training 
young men of the Commonwealth to become officers on the ships of the American 
merchant marine. The great majority of the many hundreds of graduates have 
continued a lifelong seafaring career, and have upheld and added to the fine 
maritime traditions of Massachusetts. Of late, in addition to this maritime 
training, a course is given in naval science to prepare the graduates for the 
U.S. Naval Service and many graduates have selected service with the U.S. Navy. 
With the addition of this course, an opportunity was given for young men of other 
States to attend the school; and Federal funds were appropriated to share the 
costs of education. Whether in the merchant marine or the Navy, the grad- 
uates often look back on the training and discipline received in this school as 
a fundamental reason for their future success. 

My purpose today is to come before you in support of the budget recommenda- 
tion of $1,110,000 for State marine schools for fiscal 1960. Under Public Law 
85-672, 85th Congress, authority for an increase in Federal appropriations was 
given on the recommendation of the Special Maritime Training Subcommittee of 
the Senate. Under the new law the Congress recognized increasing costs both to 
the midshipmen and the schools. 

The budget recommendation, as you know, is divided into three major classi- 
fications; $300,000 in direct grants to the marine schools (this provides an in- 
crease from $25,000 to $75,000 equally to each school that qualifies by accepting 
out-of-State students) ; $150,000 for maintenance and repairs of the four training 
ships (I might point out here that prior to 1950 this amount was $200,000. The 
training ships were all built in 1948. They were used extensively during the war 
and by the Reserve program immediately following the war. Incidentally, 
reliable estimates state that shipyard maintenance costs have increased 30 per- 
cent in the last 10 years) ; and $660,000 for midshipmen allowances, (This will 
provide an individual allowance for uniforms, textbooks, and subsistence of 
$600 based on a total enrollment of 1,100 students.) The former law provided 
for an allowance of $475 to each student up to 710 students. Enrollment figures 
for the 4 schools show an average attendance the last 10 years of 1,100 men. 
Thus in the past an unfair situation existed. Some students received Govern- 
ment aid, while a number did not. While I am told that selection of qualifying 
midshipmen was made on the basis of academic rank after qualification by 
physical condition, I am of the opinion that all students should receive equal 
benefits of this nature. If the recommended budget is adopted this will be 
accomplished. 

While we are all concerned today in an effort to economize in Government 
spending, I think that it is important to point out that the recommended program 
does not reflect a high Federal expenditure in relation to the overall operating 
costs of the institutions. 

Annual gross operating statements of the Massachusetts Maritime Academy 
for fiscal 1957 show the Commonwealth provided $276,377 to $116,537 in Federal 
funds or a ratio of 2.37 to 1. In fiscal 1958 the same figures were $326,376 
to $171,882 or 1.9 to 1. Certainly when one remembers the great contribution 
made by the graduates of the schools during World War II and the continued 
contributions that are being made on the high seas today, it should be evident 
that the program must be effectively maintained. 
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Gentlemen, I am proud to wholeheartedly support the budget recommendation 
of $1,110,000 for the function of State marine schools for fiscal 1960. I wish 
to again thank you for giving me this opportunity to express my views on this 
important matter. 


Fripay, May 8, 1959. 
MaritrmMe ACTIVITIES 


WITNESSES 


JOSEPH H. BALL, STATES MARINE LINES 
E. A. TERRES, VICE PRESIDENT, STATES MARINE LINES 


Mr. Preston. Our next witness is former Senator Joseph H. Ball, 
States Marine Lines. Do you have a statement, Mr. Ball ? 

Mr. Baty. Yes; I do. 

Mr. Preston. Do you wish to read it? 

Mr. BA. I have boiled it down quite a bit. 

Mr. Preston. Do you wish to read it? 

Mr. Baux. It is pretty lengthy, but there are some points I’d like to 
emphasize. 

Mr. Preston. All right, you may proceed. 

Mr. Baux. Mr. Chairman and distinguished members of this sub- 
committee, I appeared before you a year ago on this same subject; 
namely, the limitation on the number of subsidized voyages proposed 
by the Bureau of the Budget. Your committee last year did increase 
the limitation from 2,000 to 2,300 and the voyages finally authorized for 
fiscal 1959 numbered 2,225. 

A year ago States Marine Lines already had been prosecuting its 
application for subsidy for 3 years and we confidently expected to 
finish the protracted legal proceedings and negotiate a contract before 
the end of fiscal 1959. However, it turns out that we were overly 
optimistic on the time element and I must ask your indulgence again. 

A favorable Federal Maritime Board decision in our case on Feb- 
ruary 16, 1959, cleared States Marine for all 168 voyages we had 
requested. After over 314 years of litigation we then hoped our 
legal troubles were over and we could get busy negotiating a contract. 
But our long-subsidized opponents, Lykes Bros., American President 
Lines, U.S. Lines, and Pacific Far East Lines, have filed petitions 
asking the Board to reopen our case. With these petitions pending, 
there is doubt whether we will be in a position to execute a subsidy 
contract. before July 1, when the voyage limitation in the current 
appropriations act expires. 

However, we have proceeded on the assumption that our subsidized 
opponents will soon run out of legal obstructions. We have acquired 
the additional vessels required for our subsidized operations and 
we are compiling the extensive operating and financial data required 
by the Maritime Administration prior to a contract. We are also 
progressing with our negotiations with Maritime on contract terms. 
We still hope to complete all the preliminaries and be ready to sign 
a contract before July 1, but it is entirely possible that the legal 
complications will delay us beyond that date and I am here to ask 
that the voyage limitation for fiscal year 1960 be increased. 
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Isthmian Lines, Inc., wholly owned subsidiary of States, Marine, 
also applied for subsidy in December 1956, a year and a half after 
States Marine. Isthmian asked for subsidy on 108 voyages per year, 
The hearing examiner filed a favorable recommendation on Novem. 
ber 13, 1958, and final oral argument before the Board is set for 
June 16. 

In their combined berth services, States Marine and Isthmian oper- 
ate the largest fleet in the American merchant marine, consisting 
currently of 39 owned and 34 chartered ships, a total of 73. The 
importance of their operations to our maritime industry is indicated 
by their 1958 expenditures which in round numbers totaled $17,500,000 
for crew wages, $11 million for stores, repairs, and other vessel costs, 
$13 million for bunkers, $38 million for stev a and other port 
costs, and $23,500,000 for vessel charter hire or a grand total of $103 
million. 

Here are the fact regarding the limitation on subsidized voyages 
proposed by the Budget Bureau. The fiscal 1959 act provided for 
2,225 subsidized voyages, of which 75 were reserved for the Great 
Lakes and 150 were reserved for new applicants for subsidy. The 
Budget Bureau has proposed for fiscal 1960 a ceiling of 2,040 subsidized 
voyages. The Maritime Administration has announced that its pres- 
ent contracts cover 1,965 voyages, and it has reserved the remaining 75 
voyages under the 2.040 ceiling for the Great Lakes trade. This 
would leave no voyages whatever for new applicants for subsidy. 

States Marine and Isthmian are not the only unsubsidized operators 
which have applications pending before the Board, and you might 
be interested in the overall impact of the proposed limitation. 

Applications of unsubsidized lines which have been acted upon 
favors ably by the Board and on which contract negotiations are now 
in process are those of States Marine for 168 voyages; Isbrandtsen, 
64 voyages; and Matson-Orient, 24 voyages, making 256 voyages on 
which contracts surely will be negotiated within fiscal year 1960 if 
not before. Applicants w ho have received favorable recommended 
decisions from hearing examiners are those of Isthmian for 108 voy- 
ages and Central Gulf for 24 voyages, adding up to a total of 132 
voyages in this category, which should result in contracts before the 
end of fiscal year 1960. Two other applications are still in the hear- 
ing or brief-filing stage, those of Waterman for 144 voyages and 
Prudential for 32 voyages, or a total of 176 voyages in this category. 
In all, presently unsubsidized operators have applications pending for 
a total of 564 voyages. This does not include applications for ap- 
proximately 100 voyages in the Great Lakes, nor those of presently 
subsidized operators for 34 additional voyages. 

There are currently 15 subsidized operators with 313 vessels sub- 
sidized. Tf allof the: applications of presently unsubsidized operators 
were granted in full, it would add approximately 124 subsidized ves- 
sels, making the total 487. This still is far below the 700 to 900 
berth-type freighters which the Defense Department in April of 1957 
reported as the Nation’s minimum defense requirement in event of 
emergency. While there are around 140 vessels now in the protected 
domestic ‘trades, all of these are war-built ships which are 14 to 17 
years old and are rapidly approaching obsolesence, with no prospect 
of ak wement under present conditions. 
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The 124 vessels which are involved in pending applications by un- 
subsidized operators cannot be replaced by these operators unless they 
receive both operating and construction subsidy. The reason for this 
is a matter of simple arithmetic. The operating costs of U.S.-flag 
vessels are $900 to $1,000 per vessel day more than those of competing 
foreign-flag vessels. That is a difficult enough handicap for an un- 
subsidized operator, but that by itself can be met by efficient opera- 
tions. However, as the war-built vessels purchased under the Ship 
Sales Act for $1 million to $1,250,000 each reach obsolescence, the cost 
of new vessels to replace them, even after construction subsidy, wili 
be over $6 million each. This means that the capital charges on new 
vessels will be in the neighborhood of $1,500 per day as compared to 
$200 to $400 per day on the war-built ships. That additional cost 
added to the higher U.S.-flag operating cost makes it economically 
impossible to build and operate new U.S.-flag ships without both 
operating and construction subsidy. If the limitation on subsidized 
voyages proposed by the Bureau of the Budget becomes law, it means 
that the seven unsubsidized operators I have named above, several of 
whom like States Marine and Isthmian have already devoted 3 or 4 
years and large sums to the prosecution of their applications for sub- 
sidy, will be barred from signing a contract no matter how thoroughly 
they meet the requirements of Federal Maritime Board. 

I submit that such a result would be a disaster insofar as our na- 
tional defense is concerned. Even if all of the 120-odd ships involved 
in these applications by presently unsubsidized operators are subsi- 
dized and replaced by new vessels as they become obsolete, we would 
still fall short by at least 250 vessels of meeting the minimum emer- 
gency shipping requirements for national defense. 

We also think it would constitute gross unfairness to these appli- 
cants who have proceeded in good faith under the existing law, since 
it would deny them the benefits of subsidy for only one reason, because 
they had not been collecting it for the last 5 to 15 years. To us that 
is not only unfair, but it does not make very good sense. 

We believe that if the limitation proposed by the Budget Bureau 
becomes law, it would inevitably weaken the American merchant 
marine. Deprived of subsidy, these operators would have no alterna- 
tive but to abandon U.S.-flag operations as their vessels become obso- 
lete and too expensive to operate. Yet it is evident that these U.S.- 
flag operators who have succeeded without the aid of operating sub- 
sidy during the postwar years are at least as efficient, and perhaps 
more efficient, than those who have received subsidy during all of these 
years. It follows logically that eliminating these lines from U.S.- 
flag operations, which the Budget Bureau limitation will do if it 
stands, would weaken the American merchant marine instead of 
strengthening it, as is the stated policy of the 1936 act. 

_ Therefore, we strongly urge this committee to disregard the ceil- 
ing proposed by the Budget Bureau and insert in its stead a limita- 
tion of 2,600 voyages, which would enable the Federal Maritime Board 
to grant all of the pending applications which it found to be worthy. 

I thank you. 

Mr. Chairman, if I could have about 5 minutes, I have some ad- 
ditional information. 

Mr. Preston. Not more than 5 minutes because we have a tight 
schedule. 
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Mr. Bax. I know you have. We have been aware there have been 
some questions raised regarding States Marine, one because of the 
fact we allegedly are building ships in Japan for States Marine, 
which, however, was only the agent which placed a contract; we 
also are aware that our subsidized opponents have been circulating 
charges, publicly, sometimes quietly, that we have heard repeatedly 
during our years of the hearing before the Federal Maritime Board 
whie +h we have disproved completely, to the satisfaction of the Board 
in that hearing, as witness its report. These charges being that we 
are a glorified tramp operator, that we are not re ally a berth opera- 
tor ; that we advertise U.S. -flag ships and then run in foreign-flag 
ships and that sort of thing. 

These have all been tried in our case and disproved. 

As to our being an established berth operator, I checked with our 
statistical department. The one test of a berth operator is the number 
of shippers. A tramp operator has one shipper, usually, and not over 
two or three consignees. 

In 1958 we had 9,150 shippers active: the year before, 9,900; the 
year before that, 8,900. 

You can readily see that this is not a tramp operation. T put to- 
gether yesterday a list of our sailings, by both States Marine Lines 
and Isthmian in the 4 record years 1952-55. which were the basis of 
our subsidy hearing. In addition for Isthmian and for States Marine 
statistics for 1958, showing our sailings with U.S.-flag and foreign- 
flag ships for each trade, the number of foreign trades served and our 
sailings. 

Down below on the Isthmian trades, India-Pakistan-Ceylon service, 
you will note that Isthmian did charter seven inbound vessels from 
India carrying ore for United States Steel which used to own Isth- 
mian. On the Atlantic and Gulf-Hawaii service, we had in 1958 only 
11 turnaround voyages, but that cargo movement in that trade is pri- 
marily inbound. We had nine additional sailings inbound only with 
American ships which I only counted as four turnaround voyages. 

You will see from this that during the years of record we had about 
5 percent of our sailings with foreign-flag ships. Of 343 sailings, 
only 16 were with foreign-flag ships. 

Tn 1958, the percentage was a little higher. That was a tough year 
in the shipping markets. Markets are still about as low as they can 
be. Of 336 sailings, 35 were with foreign-flag vessels. 

However, most of our foreign-flag sailings, 19 to be exact, were on 
the Pacifice-Europe berth where we are the only U.S.-flag operator 
and where there are about 17 foreign-flag lines. 

The Johnson Line runs 20-knot ‘ships and gives us pretty tough com- 
petition. Unsubsidized, we are lucky if we break an American-flag 
ship even in the Pacific-Europe berth. To meet our competition we 
have in the past run foreign-flag vessels there. We have discontinued 
the use of foreign-flag vessels in this trade. Since November of 1958 
we have not run any ‘foreign- flag vessels in this trade. 

Grace Line, which is subsidized, is the berth agent for Johnson 
Line on the Pacific coast. We have never protested that. We do 
not see anything wrong with it. We sort of figure that if we forced 
the Maritime Board to make Grace give up the agency, they might 
- a better agent and we might be worse off. We haven't worried 
about it. 





ee eee 





Pen 
the 
ne, 


ur 
eT 
er 


he 


eS 
of 
ne 
n- 
ur 





913 


As for foreign-flag operations, we have been aware ever since we 
applied for subsidy the provisions of section 804 of the 1936 act which 
bars any subsidized contractor from operating or having anything 
to do with any foreign-flag ship that competes with an essential 
U.S.-flag service. 

We have always intended, and are now in the process of turning 
our operation into 100 percent U.S.-flag. 

The operation of foreign-flag vessels by subsidy applicants is not 
new. You can dig into the record and find that United States Lines 
up until 1932 was owned by the same company that owned the 
White Star Line, a British- flag line. They operated side by side in 
the same service. The APL around-the-world service was started 
with British-flag ships. State Steamship, recently subsidized, op- 
erated foreign-flag vessels prior to signing a subsidy contract. 

Mr. Preston. Now? 

Mr. Batu. No not since they were subsidized. Our opponents have 
tried to give the impression there was something illegal or at least 
immoral about our doing what we have a legal right todo. We have 
been working with the Maritime on a plan for divorcing foreign-flag 
activities from the applicant for subsidy for 2 years and they have 
approved the plan we have submitted. 

We are agents for three foreign-flag berth lines, Mitsibishi Line, 
Trish Shipping, Ltd., and South “Afric a Marine Corp. We are ter- 
minating ae agencies as of June 1, in accordance with our program. 

We had investments in South Africa Marine C orp. of South Afric: 
and in the Mitsibishi Line, a Japanese-flag operator. We owned one 
percent of the Mitsibishi stock. Mitsibishi stock has been sold. A 
contract is now being negotiated to sell the South Africa Marine stock 
which should be accomplished next week. ‘The remainder of our for- 
eign-flag operations are in bulk commodities only, iron ore, bauxite 
ore, and some full bulk petroleum business, which is practically all 
under long-term contract and because of very low rates, no American- 
flag operator can possibly compete for this type business. They figure 
in pennies on the iron ore and bauxite business. ‘We do have an affil- 
iate in which we own a half interest, Global Bulk Transport Corp.. 
which has some dry-cargo vessels and owns an interest in some Nor- 
wegian-flag, dry-cargo ships, which operate a worldwide tramp busi- 
ness, full-cargo business that is; and in berth services from Central 
America and Mexico to the Far East and from British Colombia, 
Mexico, and Central America, to Europe. These vessels do not pro- 
vide any berth services to or from U.S. ports. 

However, even on those foreign-flag operations, which we doubt 
very much would fall under section 804 of the 1936 act, the company 
that owns those is being completely separated from the applicant for 
subsidy. These operations will be cut off completely from the sub- 
sidy applicant and a majority of the stockholders in the subsidized 
company will be those stockholders who have no interest whatever in 
the other companies. There will be some minority interest in the 
other companies. 

That isthe situation, Mr. Chairman. 

Mr. Preston. I am glad you have made that latter explanation be- 
cause it has been a subject of considerable rumor and discussion. 

We certainly want to see that any subsidized operator in the United 
States has absolutely no foreign connection, because we do not want 
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to be competing with ourselves. This program is costly enough. I 
do not think that as far as I personally am concerned, I can certainly 
say that any questions that have been asked or any comments made 
reflected anything other than trying to be certain that we do not get 
involved here with a contract that is going to cost a lot money over a 
20-year period and be competing with ourselves. 

I reiterate that as far as I individually am concerned, there is 
nothing personal as far as States Marine is ‘concerned or Isthmian. 

Mr. Terres. There is no question about that, Mr. Chairman. 

Mr. Preston. Any questions? 

Mr. Suetiey. I had a whole flock of questions, but I think they 
have all been answered. 

Mr. Preston. I am glad you made that statement. Thank you, 
gentlemen. 

(The chart referred to follows :) 


SML and Isthmian berth sailings 
SML TRADES 






























































Number of berth sailings 
1952-55 average 1958 
U.S. flag | Foreign | Total | U.S, flag! Foreign Total 
flag flag 
eS a) ee a ec 
Tricontinent service: 
Westbound, Atlantic and gulf- Far 
nc ia ees hs ddhinnaleomiiiptons inaminions 69.5 2. 75 72. 25 68 6 74 
Eastbound: 
ee ee 16.0 6.75 22.75 10 19 29 
Pacific-Havana-gulf (3 years) ._._-- 15.0 0 15 16 0 16 
Pacific-Atlantic lumber (2 years) - 15.5 0 15.5 19 0 19 
Atlantic-Europe service-............--.-..- 46.5 75 47,25 | 41 | 0 41 
Pacific-Far East service: 
1 SSS a ee ee 79.0 3. 75 82. 75 42 7 49 
Topoffs except Atlantic and gulf__ 62.5 -25 1 62.75 63 0 63 
Gulf-Mediterranean service. ------....---- 20.0 25 20. 25 23 1 24 
Total SML (eliminate topoffs) -__--- 261.5 14. 25 275. 75 219 33 252 
ISTHMIAN TRADES 
Number of berth sailings 
1953-56 average 1958 
| U.S. flag | Foreign Total | U.S. | Weseien Total 
| | ag | 
= ies le a gat bo 
j | 
Westbound round-the-world service ____- | 22 | 0 | 2° 25 | 0 | 25 
Persian Gulf service. _......-..-.-.-...... 14 5 14.5 24 0 24 
India-Pakistan-Ceylon service (7 inbound | | 
India on foreign-flag charters 1958) - 15. 25 | 1.5 16.75 18 2 20 
Atlantie and gulf-Hawaii service 9 in- 
bound only, 4 round voyages) .........-- 14. 75 | 0 14. 75 15 0 15 
Total Isthmian..............-..----| 66 | 2 6 | 82 2 84 
Grand total, SML and Isthmian... 327.5 | 16.25 | 343.75] 301 | 35 336 
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Frinay, May 8, 1959. 


WEATHER BUREAU 
WITNESS 


WILLIAM K. LAWTON, EXECUTIVE DIRECTOR, NATIONAL BUSI- 
NESS AIRCRAFT ASSOCIATION, INC. 


Mr. Preston. Nice to see you, Mr. Lawton. 

Mr. Lawron. Thank you very much. It isa pleasure to be here. 

Mr. Preston. Our next witness is Mr. William K. Lawton, executive 
director, National Business Aircraft Association, Inc., Washington, 
D.C., who wishes to speak to the committee in connection with the 
budget for the Weather Bureau. 

Mr. Lawton, do you have a prepared statement ? 

Mr. Lawton. Yes, Mr. Chairman. 

Mr. Preston. Do you wish to read it at this time? 

Mr. Lawron. Yes, sir. 

Mr. Preston. You may proceed. 

Mr. Lawron. This opportunity to speak before this subcommittee 
concerned with the U.S. Weather Bureau’s budget is deeply appre- 
ciated. 

It is not often that I, as spokesman for the National Business Air- 
craft Association, have occasion to request an appearance before a 
committee of the House or of the Senate. 

However, when a serious situation, one of air safety, arises, it be- 
comes mandatory that I make such a request. This is particularly the 
case today when the lives of passengers and pilots on air carriers, on 
business aircraft, on private aircraft, and on military aircraft as well 
as the lives of those on the ground are threatened by the bureaucratic 
autocracy as exercised by the Bureau of the Budget. 

That is why I appear before you today, to show you how your own 
desires for air safety have been circumvented, how the lives of hun- 
dreds of pilots and passengers have been needlessly taken, and how, 
through a judicious expenditure of moneys the right and proper course 
of action may be, and should be, taken. 

In 1957, the number of accidents in nonairline civil flying rose to 
an unprecedented figure of 4,189 accidents. Of these, 1,260—30 per- 
cent—were, the FAA reports, in some degree or other dependent upon 
bad weather. 

More than 600 persons, it is estimated, were killed in these accidents. 

Two hundred and twenty-one of these fatal accidents were solely 
and directly attributable to weather conditions. In 86 of these 
weather accidents, the Civil Aeronautics Board reports, the pilot lost 
control of his aircraft and crashed blindly to the earth below. 

I have brought with me, for the subcommittee consideration, photos 
of some of these accidents which were not only tragic but also, in my 
opinion, unnecessary. ‘ 

Examine the reverse side of these photos and note that, in almost 
every case, not only did the pilot lose his life but there were also at 
least one passenger on board with him. In one photo you will note 
that an entire family—husband, wife, and four children—was on board 
the aircraft. A brief summary of the weather conditions accom- 
panies each of the photos. 
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In 1958, Congress became acutely aware of the problems concerned 
with aviation safety. Two tragic airline crashes at Las Vegas, Nev., 
and at Brunswick, Md., focused congressional attention on the capabil- 
ities of our air traffic control system. 

Congress took immediate action with increased appropriations for 
the Civil Aeronautics Administration to improve the air traffic control 
system. Congress then speedily enacted the Federal Aviation Agency 
Act. to create a single, powerful aviation agency. 

These actions Were necessary. These requirements—long urged by 
both CAA : and denied by a combination of forces within 
the Department of Commerce and the Bureau of the Budget—were 
brought to the attention of Congress. 

These resulting actions—by Congress were based upon a total loss 
of 61 lives—passengers and crew members of the military and the 
air carrier involved in two midair collisions. 

In 1957 (the latest statistical year available) more than 600 persons 
lost their lives in 221 accidents which, the CAB states, were directly 
attributable to weather conditions. These figures represent the fatali- 
ties in aircraft weighing less than 12,500 pounds. 

During this same period, 1957, the CAB records show that there were 
six fatal accidents in non-air-carrier aircraft weighing over 12,500 
pounds. Twenty-three persons lost their lives. Four of the six acci- 
dents were attributable by the CAB, to weather factors. 

The appalling rate of fatal accidents due to weather is increasing 
each year. Civil Aeronautics Board records show that. in 1937 only 
6 percent of the fatal accidents were attributed to weather. In 1947, 
the rate was 10 percent. In 1953 the rate was 20 percent. In 1957 
the rate was 30 percent. 

During the years since 1947 the Weather Bureau’s personnel has 
decreased from 4.295 emplovees to 3,600 emplovees in 1955. Latest 
reports indicate that in 1958 there were 4.238 Weather Bureau em- 
plovees. 

How do these fatality figures compare to the efforts made to increase 
air safety as represented through corresponding budgetary action ¢ 

The air traffic management function of the Federal Aviation Agency 
in 1958 budget preparation was allowed by the Bureau of the Budget 
to ask for $144 million from Congress for the continued implementa- 
tion and exercise of air traffic control in fiscal year 1960. 

The aviation weather services of the U.S. Weather Bureau were 
allowed by the Bureau of the Budget to present a request for $3,750,850. 

Air traffic accidents caused by, midair collisions accounted for 61 
lives in 1958. To improve this air safety factor $144 million was 
considered necessary. 

Weather-caused accidents, accounted for a than 600 lives in 
1957. To improve this air safety factor $3,750,850 has been con- 
sidered adequate by the Bureau of the Budget. 

This $334 million Budget Bureau approval is contrasted with the 
roughly $7 million which the Weather Bureau requested in their 1958 
fiscal year budget and which was emasculated by the Budget Bureau. 

This subcommittee is invited to examine the recordings of the sup- 
plemental appropriations bill hearings held June 26, 1958, where, on 
pages 584 through 592, the Weather ‘Bureau documented their needs 
for aviation weather service funds. 
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The only action taken, as far as can be discerned from the record, 
is that approximately $1 million was granted over the Budget Bureau 
figures. And this money was for high altitude forecasts for inter- 
national air carrier flights. 

Let us now examine the current budget requests of the Weather 
Bureau which have been presented for your consideration, but only 
after ruthless slashing by an economy-over-lives Bureau of the Bud- 
get. 

Where more than $6 milion is needed to bring the Weather Burea’s 
budget for aviation weather services up to standard requirements. 
We find a total of $3,750,850 being approved by the Bureau of the 
Budget and thereby allowed to be brought before you by the Weather 
Bureau, 

(This approximate $6 million figure is derived from the $7,094,200 
which was presented in document 2 in the supplemental hearings 
which I have cited, with the subtraction of $1 million for high altitude 
forecasts which was approved by Congress. ) 

The Weather Bureau’s needs—and these are the needs of more than 
15,000 active general aviation aircraft and their pilots and passen- 
gers—have not decreased during the year’s interval. If anything, 
they have increased to meet the growing civil aircraft fleet’s greater 
activity. Yet, we find but one-half of the sum needed for last fiscal 
year being Budget Bureau approved for this fiscal year of 1960: 

The hours that general aviation flies now is estimated at more than 
11 million hours per year as compared to the air carriers’ 4 million 
hours per year. The amount of weather flying in general aviation 
is shown by the CAA’s reports of instrument approach activity at 
major airports to have trebled within the past 5 years. 

Despite these known facts, the concentration on air safety has 
been overwhelmingly concerned with air-traffic control while little 
attention has been given to air safety in terms of aviation weather 
services. 

As an association we are gravely aware of the vast sums of money 
being allocated to the military meteorological branches. We feel 
that here is an area in which coordination is needed between the 
Weather Bureau and the military in jointly gathering and analyzing 
weather, in the use of communications facilities and in the use of 
radar for weather scanning. We urge, in light of the economic pres- 
sures under which all fiscal governmental considerations and obliga- 
tions must be made, that here is an area in which many millions of 
dollars could be saved through consolidation of the overlapping 
functions of the Weather Bureau and the armed services meteorologi- 
cal branches. 

Where does the present Weather Bureau aviation weather services 
need the greatest improvement ? 

It is in the wide field of the dissemination of the weather information 
tothe airman before he makes a flight and, equally—if not more impor- 
tant—getting this information to the airman while he is in flight. 

How is this weather dissemination service failing in its mission ? 

During 1957, for example, 72 active airport weather stations had 
their services curtailed because of insufficient personnel. At 57 loca- 
tions in the United States airport stations which were once on a 24- 
hour-a-day basis have had personnel reduced. Now these stations 
operate on a part-time basis. 
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At at least 36 airports with high volumes of airlines and general avia- 
tion traffic there are no U.S. Weather Bureau forecasters or observers, 

We are not talking about cow-pasture airports. Look at the list of 
these airports on page 587 and page 589 of the hearings previously 
cited. These cities include your giant metropolitan centers—Los An- 
geles and New York; your medium-sized cities, such as Fort Worth 
and Minneapolis; your smaller cities, such as Cedar Rapids and 
Wenatchee. 

These are the cities which generate large volumes of general] aviation 
traffic as well as air-carrier traffic. 

Forecasters are needed in these cities; observers are needed in these 
cities; automatic aviation weather telephone forecasting services are 
needed in these cities. Without these services the general aviation 
pilot is being, in many cases, forced into departing on his flight with- 
out basic weather knowledge. 

What aviation weather services are needed by the pilot when he is 
airborne? The Weather Bureau proposed several years ago to have 
88 existing low frequency CAA radio stations become automatic 
weather broadcasting stations. These 88 stations with their 200-mile 
broadcast radius would effectively blanket the United States. 

The CAA and now, the FAA, were granted funds by the Bureau of 
the Budget to purchase and install the necessary electronic equipment 
to transform these 88 stations into stations that would continuously 
and automatically broadcast weather. When the Weather Bureau 
sought funds from the Bureau of the Budget to place the vitally nee- 
essary trained weather forecasters at these stations, the Bureau of the 
Budget denied the request. 

We find ourself in the position of attempting to have a wedding 
held without the bridegroom. 

Having an FAA communications technician, with no expert knowl- 
edge of meteorology, being held responsible for deciding what 
Weather Bureau information coming off a teletype machine is signifi- 
cant will only compound our tragedies by leading the pilot to a dan- 
gerous false sense of security. 

A change in wind direction, for example, can indicate an immediate 
lowering of the ceiling at an airport within an hour. A change in 
cloud formation or type to a trained aerologist can indicate a radical 
worsening of the local weather. These areas of expert knowledge are 
not a part of a communications technician’s comprehension. To 
charge him with this task is contravening plain ordinary common- 
sense. Yet, this is the proposal, we understand, that the Bureau of 
the Budget endorses and, accordingly, has disallowed appropriate 
funds for the assignment of expert Weather Bureau personnel to do 
these jobs. 

The installation of these 88 automatic weather broadcasting sta- 
tions and with qualified Weather Bureau personnel will, in effect, en- 
able all pilots—air carrier, military, business, and general aviation— 
to be fully informed at all times of the weather conditions into which 
they are flying. It is a simple, basic program that can save hundreds 
of lives. 

This function of weather information dissemination causes little 
concern to the operations of an air carrier. Many have their own 
staff meteorologists. All must, by law, have certificated flight dis- 
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atchers who are qualified in meteorology. All are required to give 
their pilots a thorough preflight briefing on the present and expected 
weather along their routes and at their terminal airports. All carriers 
have private radio facilities to keep their flight crews advised as to 
any changes in the weather. 

And, mind you, these services are given to the highly professional 
air carrier pilots who have thousands of hours of flight experience in 
all types of weather. 

The general aviation pilot must depend for his preflight weather 
information from his contact, personal or by telephone, with the 
Weather Bureau forecasters. Once the pilot departs from the 
Weather Bureau office he is, theoretically, able to get en route weather 
through the FAA’s air traffic control communications stations en route. 
He may also receive current observations which are broadcast at 
regular intervals. 

However, with the amount of communications now on the fre- 
quencies assigned, the pilot is unabled to receive more than basic 
weather intelligence. He must apply these current observations to 
his own knowledge of the weather situation as described to him before 
the flight. He must then make his analysis of whether the weather 
is actually improving or deteriorating. From his analysis he makes 
his decision, a decision properly that of an expert in meteorology. 

This general aviation pilot is not alone on the airways. He is part 
of the vast aerial traffic pattern comprising air carrier, general avia- 
tion, and military aircraft of all sizes and types. 

There are many known instances in the past years where a general 
aviation or military pilot, his bearings confused by encountering 
weather which was not forecast, or by encountering a rapidly de- 
teriorating weather system, has brought all air traffic in the vicinity 
of heavily congested terminals to a standstill until the alert and 
efficient air traffic controllers could help the pilot locate himself and 
then give him appropriate instructions to bring him safely to the 
ground or to divert him into areas of better weather. 

The safety hazard to the air carrier, to military aircraft and to all 
other aircraft in the area is easily recognized. 

The economic penalty to all aircraft who are diverted from the 
area while the “lost” aircraft is orientated, is only conjectural. 

Our problem as it concerns air safety in general aviation in its 
relationship to weather is not one of greater research, it is one of 
dissemination of the weather to the pilot. It is concerning these pro- 
grams which require more forecasters, more full-time weather ob- 
servation stations, the implementation of weather stations at airports 

which now have a great volume of air traffic, the automatic broad- 
casting of weather information and forecasts, the automatic telephone 
aviation weather services that we come before you. 

These are programs which can save lives. These are programs 
which are part of the Weather Bureau’s 5-year plan which was an- 
nounced last year. These are programs which can save hundreds of 
lives in ayiation at a fraction of the cost now devoted to air traffic 
control. These are programs which the Bureau of the Budget ap- 
parently deems unnecessary. 

Will Congress, who has vigorously championed the cause of air 
safety allow their previously expressed convictions to be unwittingly 
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thrust aside by a false economy as expressed in the programs which 
the Budget Bureau has allowed the Weather Bureau to present for 
your consideration ¢ 

I may add at this point that the foregoing statements have the en- 
dorsement of the major general aviation organizations, including the 
Aircraft Owners and Pilots Association, the National Pilots Associa- 
tion, the National Aviation Trade Association, which combined with 
our association represent the great majority of the general aviation 
aircraft which are flyin 

We urge, on behalf of all who fly, that your favorable consideration 
be given not just to the Weather Bureau’s budget as ‘tasingse 2 but 
that this subcommittee call for the funds necess: ary to bring existing 
weather information before the eyes and into the earphones of all 
pilots who are flying our vast civil air fleet which numbers more than 
65,000 aircraft. 

The program needed is clearly outlined by the Weather Bureau. 

How many more needless tragedies must we suffer before the pro- 
gram is made possible through congressional action? 

More than 600 lives were lost in one year through the Bureau of 
the Budget’s refusal to allow these programs to come to your attention. 

Must it take an airliner/general aviation aircraft mid-air collision— 
because of weather factors—to arouse our Congress to take action? 
Must we always mourn our dead in public to stir the Budget Bureau? 
The solution is before you, our Representatives. 

We now must place our trust and our confidence in your hands. 

We pray that you will act vigorously. 

Mr. Preston. Mr. Lawton, that isa very interesting statement. You 
are aware of the fact that this committee has increased the Weather 
Bureau’s budget? We have doubled it since 1955. 

Mr. Lawton. Yes, sir. 

Mr. Preston. And I, for one, am not willing to take any of the 
criticism for the failure to get weather information because this com- 
mittee has been very alert to it. 

Recently, when the Weather Bureau appeared before this committee 
they demonstrated the constant weather signal which was being sent 
out. on a little portable radio which they say any pilot would be able 
to receive all over the Nation. 

Mr. Lawton. That is correct. 

Mr. Preston. That they can receive this information any time be- 
fore flight, in flight, at home or at the coffee table or wherever the pilot 
might be, he can switch on a radio of any kind and pick up this 

eather. 

Mr. Lawton. It is actually the 88 automatic weather transmission 
broadcasting stations that I referred to. 

Mr. Preston. They are in the budget. 

Mr. Lawton. The equipment for these stations is in the FAA budg- 
et. The manpower that we feel necessary to make these stations put 
out the proper and immediate weather observations has been disal- 
lowed by the Bureau of the Budget. 

The Bureau of the Budget proposes that a communications tech- 
nician handle this task, and we do not feel, as we have testified, that 
this will do the job. A communications technician is not a meteorolo- 
gist.. There may be some way of handling this on a compromise basis. 
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If the Weather Bureau can—and we had received no indication that 
they can—provide instantaneous weather information to these 88 sta- 
tions which can be handled by the technicians, but we have not seen 
any indication of this and we are asking, therefore, in the absence of 
this information that the Weather Bureau people be placed at these 
stations. 

Mr. Preston. That is radio broadcasters or the equipment that you 
say isin the FAA budget ¢ 

Mr. Lawton. Yes, sir. 

Mr. Preston. Was that under the establishment of air navigation 
facilities ? 

Mr. Lawton. I do not know how that happened, sir. 

Mr. Preston. You might know or may have already learned that 
that function received a $13 million cut. 

Mr. Lawton. This is in relation to air navigation aids. I do not 
believe they consider these 88 automatic broade: asting stations as a 
navigation aid although they also may have been used in correlation 
with that. 

Mr. Chairman, may I point out that there was in no way 
implied a criticism here of the actions of Congress. The criticism is 
directed 

Mr. Preston. I was referring to that last statement on the last page 
when I made that comment where you said “must it take an air- 
liner/general aviation aircraft midair colliston—because of weather 
factors—to arouse our Congress to take action ?” 

Mr. Lawton. Yes, sir; this is a direct reflection upon what history 
has shown us where Congress has not been given the full information 
by the Department of Commerce and the Bureau of the Budget as to 
what was needed for air traffic control. It was not until these airliners 
collided that Congress said, “Why are we in this fix?” and then it 
was when Congress found out what had been denied to the CAA by 
the Department of Commerce and by the Bureau of the Budget. 

We are in the same fix today w ith our Weather Bureau. You gen- 
tlemen, because of the system under which we operate, have not had 
the full opportunity to know what the Weather Bureau needs. This 
was brought out last year, Mr. Chairman, when this document No. 2 
to which I referred, which is a documented statement by the Weather 
Bureau of their needs was presented. This was presented to Congress. 
Some action -was taken on it but, again, we say that what was needed 
for fiscal year 1958 has nowhere been approved by the Bureau of the 
Budget for fiscal 1959 or fiscal 1960. The needs have not changed. 
They have increased. So, it is obvious that the Bureau of the Budget 
has chopped the needed program and we are trying to call the atten- 
tion of Congress to the fact that Congress is not being allowed to 
see what is needed by the user nor from what the Weather Bureau 
has themselves presented to the Bureau of the Budget. This is the 
tragedy. 

Mr. on on. We on this committee are not weather experts. 
When we call the Weather Bureau before us and ask them to justify 
their request, we expect to get from them honest answers, but you 
raise a question as to whether we are getting honest answers or not, 
because of instructions from the Bureau of the Budget. We cannot 
become weather experts. We are not meteorologists. We are not 
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aviators. Therefore, I do not know whether you have come to the 
right place with your complaint. I think your complaint is good. 
In your criticism of the Bureau of the Budget I join you, but I do 
not think you expect us to become meteorologists and weather experts 
and say to the Weather Bureau “We disregard everything you have 
said. W e are going to write a program ‘for the Weather Bureau 
ourselves,’ ’ which we are not competent to do. 

Mr. Lawron. Mr. Chairman, do you consider the Bureau of the 
Budget as qualified meteorologists ? 

Mr. Presron. I do not. 

Mr. Lawton. All right, sir. Then we come back to the proposition 
that in this document No. 2 which was brought to the attention of 
Congress there is outlined what the Weather Bureau does need, but 
owing to the channels in which the Weather Bureau must operate 
they “cannot volunteer unless they are directly questioned by the 
Congress as to what they believe they need. 

This is the familiar pattern in all budget hearings, unless directly 
questioned, or unless some Members of Congress have their own ex- 
perts, then the true needs are not brought out. This is the very obvious 

case here, because we have seen last year what they have needed. 
Their needs have not changed. 

It is a matter of record which was brought out by them as to what 
they thought they needed and, again, we respectfully call this to the 
attention of Congress, that. we are losing our lives in the air directly 
because of the Bureau of the Budget superimposing their will over 
the will of Congress and keeping the knowledge from the attention 
of Congress. 

Mr. Preston. You did not mention the number of pilots who were 
killed and the number of people who were killed because they dis- 
regarded weather information and flew anyway. 

Mr. Lawton. This is a hard factor to prove, but we do know this: 
That the pilots are not able to get this weather information to the 
degree which they should. We know from our own experts in Gov- 
ernment, in the Civil Aeronautics Administration and the Civil Aero- 
nautics Board, where the experts attribute the cause of these accidents, 

Mr. Preston. Are there any questions? 

If not, we thank you very much, Mr. Lawton. It has been an inter- 
esting discussion. 

Mr. Lawron. Thank you, Mr, Chairman and gentlemen. 





FrivAy, May 8, 1959. 


Maritime ACADEMY 
WITNESSES 


MILTON G. NOTTINGHAM, JR., ALUMNI ASSOCIATION, KINGS POINT 
ACADEMY 

PENROSE LUCAS ALBRIGHT, ALUMNI ASSOCIATION, KINGS POINT 
ACADEMY 


Mr. Preston. Our next witness is Mr. Milton G. Nottingham, Jr., 
who is accompanied by Mr. Penrose Lucas Albright of the Alumni 
Association of the Maritime Academy, Kings Point, N.Y., who 
wish to speak on the subject of the Maritime Academy. 

Mr. NorrincHam. Mr. Chairman, gentlemen, the alumni of Kings 
Point are concerned about. the inadequacy of financial support for 
the U.S. Merchant Marine Academy during the past several years. 
We have seen a gradual deterioration in the buildings and grounds, we 
have been intensely disturbed by the deterioration of teaching facili- 
ties—all taking place during the period of rising costs of operations. 
The Congress has acted favorably on the budget requests for funds 
for the Academy and for this we are most appreciative. However, the 
Academy has been directed to limit its budget requests during these 
years, so that, consequently, it has been necessary to defer many es- 
sential and desirable projects. The Maritime Administration and the 
Department of Commerce have agreed that an annual budget of ap- 
proximately $4 million is required to permit correction of a number 
of deficiencies in the operation. 

Specifically, the modernization of teaching facilities, primarily the 
laboratories in engineering and nautical science, should be undertaken 
at once. This is a project of sufficient scope that it will need to be 
extended over the next. few years. Cadet allowances of $200 a year 
are inadequate to cover the cost of required uniforms and textbooks. 
The entering class of the Academy should be increased from its present 
300 level to 400. There are two compelling reasons why this should 
be done. By the time this class would graduate in 1963, the maritime 
industry, which we know to be cyclical, is expected to be booming and 
will require from 1,200 to 1,500 new officers per year. Secondly, the 
Academy is operating well below its optimum level. We estimate 
that enrollment of about 1,200 students would permit the most efficient 
operation and that an increase in the entermg class to 400 will permit 
attaining this average enrollment. 

We therefore urge that the committee give favorable consideration to 
providing an appropriation of $314 million for fiscal 1960. Thank 
you gentlemen. 

Mr. Preston. That is the budget figure ? 

Mr. Norrincuam. The budget figure, I think, is about. $2.9 million 
and the optimum would be about $4 million, but we do not expect 
everything. We would urge that, based upon the need for, repairs to 
the building, principally, and for improvements to the laboratories, 
nautical science and engineering, that the additional amount be 
allowed. 
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Mr. Preston. The gentleman from New York, Mr. Rooney, has 
been the principal champion of this Academy since I have been a 
Member of this Congress. 

Perhaps I should turn the witness over to him at this time. 

Mr. Roonry. No questions, Mr. Chairman. 

Mr. NorrincHam. We appreciate Mr. Rooney’s interest and 
support. 

Mr. Bow. I would like to have this matter cleared up in my mind; 
I notice in the State school request it is $600 per cadet and in this state. 
ment, reference is made to $200 a cadet. 

What is the difference between those figures? I am a little confused 
in knowing what we are doing here. 

Mr. Norrincnam. I am not too conversant with the requirements 
of the State schools but I think they operate under a different. law 
that requires Federal assistance to their schools. The $200 here is 
mainly just for allowances, not the cost of maintaining the cadet at 
the Academy, but just for allowances for uniforms and textbooks, 
The $600 figure is presumably the Federal contribution toward the 
State’s training per cadet. I think that is it. 

Mr. Preston. I think that is probably it. 

Mr. Bow. I would like to say this: It has been my opinion for a 
long time that it would be just as well to take what money we have put 
into the States and put it into our National Academy. I know that you 
do not want. to comment on that, but I will. 

Mr. Preston. Is there anything further, gentlemen ? 

If not, we are delighted to have had you come before us and give 
us your views representing the alumni. 

You have graduated many fine marine officers at the Academy and 
we recognize that they are splendid Americans. 

Mr. NorrrncHam. Thank you, Mr. Preston. It is very kind of 
you to have had us here. 


Frmay, May 8, 1959 


CrENsvus AND Orrice or Bustness Economics 


WITNESSES 


PETER HENLE, VICE CHAIRMAN, FEDERAL STATISTICS USERS’ 
CONFERENCE, WASHINGTON, D.C. 

R. W. MARKLEY, JR., WASHINGTON MANAGER, FORD MOTOR CO. 

ROYE L. LOWRY, EXECUTIVE SECRETARY, FEDERAL STATISTICS 
USERS CONFERENCE 


Mr. Preston. Our next witness is Mr. Peter Henle, trustee of the 
Federal Statistics Users’ Conference, accompanied by Mr. Roye L. 
Lowry, executive secretary, and R. W. Markley, Jr., Washington 
manager, Ford Motor Co. 

Do you have a prenared statement. Mr. Henle? 

Mr. Hentz. Yes, Mr. Chairman, I do. 

(The statement is as follows :) 

The statistics programs of the Department of Commerce are a major source 
of information used by nongovernmental organizations of all kinds in the con- 


duct of their affairs. Business firms, farm organizations, labor unions, research 
groups, and institutions use the data supplied by these programs, directly or in- 
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directly, in making decisions which collectively have a tremendous influence in 
shaping the course of the economy. 


PERIODIC CENSUSES 


Of these programs, the most important which you are considering this year 
are the economic censuses which are now underway and the censuses of agricul- 
ture, housing, and population, which are in the offing. Their total cost which 
may seem large is actually extremely modest in terms of the job being done. The 
censuses of business, manufactures, and mining, conducted at a cost of $1 for 
every $40,000 of sales in the industries concerned, and the censuses of agricul- 
ture, housing, and population at a cost of less than 68 cents per capita, are bar- 
gains indeed. 

The one common criticism which users have made against the censuses is that 
they have lacked timeliness. The programs which you have before you envisage 
a major effort to speed up these programs through the most efficient use of new 
electronic equipment and to release data from 5 to 18 months earlier than has 
been possible heretofore. If the Bureau of the Census succeeds in doing this, the 
value of the censuses to users will be greatly increased. 


CURRENT STATISTICS 


Among the current programs of the Bureau of the Census, improvements are 
proposed for foreign trade statistics and construction statistics. 


FOREIGN TRADE STATISTICS 


One of the improvements proposed for foreign trade statistics is aimed at 
improving the quality of the reporting of data which go into the published 
import and export figures. The proposed program appears to be a practical one 
which would yield benefits of broad usefulness to every user of foreign trade 
statistics. 

CONSTRUCTION STATISTICS 


The construction statistics program which you are considering this year de- 
serves your special attention, for it represents one side of a major change in 
the assignment of responsibilities for statistical programs. In this budget, 
reponsibility for all statistics relating to the labor force has been centered in 
the Department of Labor and responsibility for construction statisics has been 
placed in the Department of Commerce. As users we welcome this change 
which we believe will benefit both programs. 

The construction statistics program which, under this new arrangement, will 
be considered in its entirety by this committee, is an area in need of major sta- 
tistical improvement. Much of our statistical information on this $60 billion 
industry is based on the skill and ingenuity of talented analysts operating with 
an inadequate supply of basic facts. Users are grateful for the efforts made by 
those who have created our present body of information, but their talents would 
be better used if they were supplied with more available facts with which to 
work. The facts are available and they, rather than judgments or assumptions, 
should be the basis for information on the construction industry whenever they 
can be obtained at reasonable cost. 

Accurate information on the current performance of this great industry is of 
enormous significance to the American economy. Strength in the construction 
sector can help offset weaknesses in other areas or spur a vigorous economy 
forward. Weakness in construction activity can be a drag on the economy. 

Better statistics on construction activity are needed by both public and private 
policymakers. The activity series provides important information necessary 
for the establishment of proper production, inventory, and marketing policies by 
suppliers to the construction industry by describing in general terms the nature 
of the market for construction equipment, materials, and services. It is a 
source of information vital to those concerned with various labor and welfare 
programs because it describes in a general way the opportunities for employ- 
ment in the industry. 

The specific proposals before you are designed to meet some of the most crying 
needs for better data in this area. Because of great and persistent user interest 
in better data on the construction industry, the Federal Statistics Users’ Con- 
ference has included this general subject in each of its annual meetings and has 
polled its members on their needs for these data. Again and again, the need 
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for better and more consistent data in the activity series, including information 
on expenditures for maintenance, repair, and alterations, has been at the head 
of the list of user needs. 

The most recent occasion on which user views of the need for these improve- 
ments were expressed was at a conference on Federal construction statistics, 
held last February 10. At this meeting, user representatives from associations 
of architects, bankers, building materials suppliers, contractors, homebuilders, 
and utilities; from building trade unions; from manufacturers of materials and 
equipment used in construction; from publications; from research organiza- 
tions; and from management consulting firms met for a day to discuss the need 
for better information on the construction industry and to evaluate the census 
1960 program in terms of their common needs. The consensus of the conference 
was that the 1960 program did not meet all user needs but that it did move in 
the right direction by attacking some of the most obvious deficiencies in the 
data which we now have. I am submitting a summary of this conference for 


the record. 
OFFICE OF BUSINESS ECONOMICS 


The Office of Business Economics provides essential services through its 
analytical and interpretative activities which make a multitude of important 
statistical facts more meaningful to users in every sector of the economy. It 
utilizes data gathered by many other organizations to give a picture of the 
economy as a whole which otherwise would not be available. 

The national income and product accounts provide the principal means by 
which the many varied activities of our economy are portrayed as a meaningful 
whole. The budget which you are considering contains three proposals for im- 
proving these accounts. 


GNP by industry 

The first of these would improve the existing accounts by measuring the con- 
tribution of major industries to the gross national product. As the attached 
chart indicates, this measure would be of great value in showing the effect which 
changes in GNP have on different industries. 


Interindustry purchases and sales 

Work aimed at producing a table of interindustry purchases and sales based 
upon the 1958 economic censuses would be speeded up if the budget estimate is 
approved, The request is really too modest in terms of the job to be done, and 
this program will have to be increased considerably after 1960 if the study is to 
have its maximum usefulness. 

Estimates of interindustry purchases and sales will be a tool of major signifi- 
cance, providing information of vital importance to almost every user of Fed- 
eral statistics, no matter what his particular interest might be. 

To a user concerned with the overall operation of the economy, estimates of 
interindustry purchases and sales provide a means of following the consequences 
of a given industry’s prosperity or recession as it percolates through the econ- 
omy. To a user primarily concerned with information relating to his own par- 
ticular operations, properly organized interindustry purchases and sales esti- 
mates bring together in one place a wealth of information which cannot other- 
wise be integrated in any meaningful fashion. For example, a business firm, 
in planning its production and investment programs, must appraise the markets 
of industries to which it sells and those of industries from which it buys. Esti- 
mates of interindustry purchases and sales are an essential tool for such a 
dynamic market analysis. 

The study of interindustry purchases and sales has been too long neglected. 
We should move ahead on this work. Further delay will significantly reduce 
the value of estimates based on the 1958 economic censuses. The program pro- 
posed in the Office of Business Economics for 1960 is pathetically small in 
relation to need, but at least it is a start. 


SAVINGS AND INVESTMENT STUDIES 


A small program for some seriously needed studies of savings and investments 
estimates, including work to improve estimates of depreciation, is included in 
the 1960 program of the Office of Business Economics. 

Within the conference, we have a national economic accounts review com- 
mittee which continually reexamines the need for improvements in data related 
to the accounts. This committee has recommended that the highest priority 
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be given to the improvement of estimates of depreciation. This same com- 
mittee also gives very high priority to the need for better construction statistics 
which you are considering in connection with the 1960 census program and to 
the need for estimates of real product by industry which we have also already 
discussed. 

SURVEY OF U.S. INVESTMENTS ABROAD 


In the 1960 program for Office of Business Economics, there is an estimate 
to complete the survey of U.S. investments abroad. This survey will give us 
the first comprehensive benchmark information we have had in this area since 
1950. The data collection has been completed. Analysis and publication should 
follow as expeditiously as possible. The completed survey will then have the 
maximum usefulness which comes from timely release. 

I want to thank you for this opportunity to appear before you. I hope that 
we have been helpful to you. We users of Federal statistics, be we from busi- 
ness, farm, labor, or nonprofit research organizations, make almost daily use 
of data supplied by agencies whose 1960 budgets you are considering. We hope 
that we have contributed to your understanding of the need for and usefulness 
of those improvements serving broad needs which are in the programs now 
before you. 

Mr. Hentp. Mr. Chairman, I was going to suggest for the conven- 
ience of the committee that perhaps you would like for me to sum- 
marize it. There are some parts of the statement we feel are fairly 
important and perhaps I should read those. 

Mr. Preston. Suppose you do that. We do not want to cut you off 
unduly, I assure you. 

Mr. Hentz. Let me say, Mr. Chairman, that on behalf of the Fed- 
eral Statistics Users’ Conference, we are very glad to be afforded this 
opportunity to discuss this appropriation bill with you. 

zast year this subcommittee also afforded our group an opportunity 
and at that time Mr. Robert Eggert, the marketing research manager 
of the Ford Motor Co. appeared. This year I am appearing. I am 
assistant director of research for the American Federation of Labor 
and the Congress of Industria] Organizations. I cite this only to show 
you the wide variety of business corporations, labor unions, farm or- 
ganizations, and nonprofit research organizations that are joined to- 
gether in this Federal Statistics Users’ Conference. Although some of 
the members of the conference have often taken issue in the public 
press with each other on various other subjects, so far as the improve- 
ment of Federal statistics is concerned we are able to work together 
closely in this organization. 

To my knowledge, this is the only membership organization sup- 
ported by different groups of this sort. 

We have been very interested in some of the issues dealt with in this 
appropriation bill and in the statement here I hope all of this can be 
reproduced in full in the record. 

Mr. Preston. It will be. 

Mr. Hentz. I would like to call your attention particularly to the 
problem involving statistics for the construction industry. 

If I may, I would like to cite the pertinent sections of our testimony 
on page 2. 

he construction statistics program which you are considering this 
year deserves your special attention for it represents one side of a 
major change in the assignment of responsibilities for statistical pro- 
ams. In this budget, responsibility for all statistics relating to the 
abor force has been centered in the Department of Labor and respon- 
sibility for construction statistics has been placed in the Department 
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of Commerce. As users we welcome this change which we believe will 
benefit both programs. 

The construction statistics program which, under this new arrange- 
ment, will be considered in its entirety by this committee, is an area 
in need of major statistical improvement. Much of our statistical 
information on this $60 billion industry is based on the skill and 
ingenuity of talented analysts operating with an inadequate supply of 
basic facts. Users are grateful for the efforts made by those who 
have created our present body of information, but their talents would 
be better used if they were supplied with more available facts with 
which to work. The facts are available and they, rather than judg- 
ments or assumptions, should be the basis for information on the 
construction industry wherever they can be obtained at reasonable 
cost. 

Accurate information on the current performance of this great 
industry is of enormous significance to the American economy. 
Strength in the construction section can help offset weaknesses in 
other areas or spur a vigorous economy forward. Weakness in con- 
struction activity can be a drag on the economy. 

Better statistics on construction activity are needed by both public 
and private policymakers. The activity series provides important 
information necessary for the establishment of proper production, 
inventory, and marketing policies by suppliers to the construction 
industry by describing in general terms the nature of the market for 
construction equipment, materials, and services. 

This is also a source of information vital to those concerned with 
various labor and welfare programs because it describes in a general 
way the opportunities for employment in the industry. 

The specific proposals before you are designed to meet some of the 
most crying needs for better data in this area. Because of great and 
persistent user interest in better data on the construction industry, 
the Federal Statistics Users’ Conference has included this general 
subject in each of its annual meetings and has polled its members on 
their needs for these data. Again and again, the need for better and 
more consistent data in the activity series, including information on 
expenditures for maintenance, repair, and alterations, has been at the 
head of the list of user needs. 

The most recent occasion on which user views of the need for these 
improvements were expressed was at a conference on Federal con- 
struction statistics, held last February 10. At this meeting, user 
representatives from associations of architects, bankers, building ma- 
terials suppliers, contractors, homebuilders, and utilities; from build- 
ing trade unions; from manufacturers of materials and equipment 
used in construction; from publications; from research organizations; 
and from management consulting firms met for a day to discuss the 
need for better information on the construction industry and to evalu- 
ate the census 1960 program in terms of their common needs. The 
consensus of the conference was that the 1960 program did not meet 
all user needs but that it did move in the right direction by attacking 
some of the most obvious deficiencies in the data which we now have. 

I am submitting a summary of this Conference for the record. 

That is the attached sheet which summarizes the proceedings. 

Mr. Preston. Let us see what portion of that you want inserted. 
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Mr. Hentz. I think we would particularly like the summary begin- 
ning on page 1, the summary of the session. 

It seems to me this will help your staff, Congressman, because we 
discuss some of the specific proposals that are in the budget and give 
you particular points of view on that. 

If it is impossible to include all of this in the record, then we will 
be happy to leave it up to you. 

Mr. Preston. I am afraid that there is a little too much of it. It 
is too lengthy and somewhat repetitious of what you are saying now. 

We have to keep the cost of publishing in mind and we try to keep 
our record from becoming too voluminous, 

Mr. Hentz. Then we will just submit it for your use. 

I should think you would be particularly interested in our con- 
clusions from the afternoon session, beginning on page 5. 

Mr. Preston. We will insert pages 5, 6, and 7 of that attachment 
in the record at this point. 

(The pages follow:) 


DISCUSSION 


The 1960 Federal construction statistics program is not an adequate program 
but is a step toward meeting essential needs 


The 1960 construction statistics program contained in the President’s budget 
should be supported. It moves in the general direction of needed statistical 
improvements, but it is far short of being an adequate Federal construction 
statistics program. It is regretable that the budget contemplates only limited 
progress toward better data in fiscal year 1960. 


Data on characteristics of new housing and uses of materials needed 


If one more project could be added to the budget it would be a survey which 
would provide additional information on the characteristics of new housing. 
Such a survey would provide a great deal of information in terms of price, 
size, and type of house, together with data on materials and equipment. The 
BLS’s 1956 survey of the characteristics of new housing is the most recent 
source of information of this character. More comprehensive data on the use 
of materials in construction are even older. 

With the transfer of construction statistics functions from BLS to Census, 
Census will be the source of information on which a survey of the character- 
istics of new housing could be built. 

BLS, in connection with its survey of requirements for construction labor, is 
a possible source of information for a broader survey of materials use. 


Detailed marketing information should be paid for by industry 


It is necessary to discriminate between broad user need for information in 
relation to materials use and the detailed needs of marketers. Information 
primarily of use for detailed marketing purposes should be paid for by inter- 
ested companies. The fact that some information may have both broad use 
and marketing application should not operate to prejudice the case against 
including some kind of materials-use survey in an overall program of Federal 
construction statistics. Materials-use surveys are of importance in making 
product planning decisions, in planning investment outlays, as indicators of 
changing techniques, and as indicators of changes of quality. Any attempt to 
develop productivity measures for the construction industry or construction cost 
indexes will require information on materials used in construction. 

The National Association of Home Builders and the Producers’ Council are 
currently discussing the possibility of collecting information on the characteris- 
tics of new housing through F. W. Dodge. Users should keep currently in- 
formed on developments of this character to see to what extent their needs can 
be met by such surveys. 


Government statistical agencies should avoid duplicating work of private 
agencies 


In the effort to improve Federal construction data, Government statistics 
producers should make every effort to use existing private sources and not 
duplicate work already done. 
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From the Government point of view, it is recognized that there are big op- 
portunities to avoid duplication. Existing available material will be drawn 
upon to the full extent possible. A variety of means have been used in the 
past to combine private and public resources to get better results, and these 
efforts will be continued. 


Committee should work out comprehensive program of Federal construction 
statistics 


This general meeting is not the place to work out a comprehensive Federal 
construction statistics program. A committee of the Federal Statistics Users’ 
Conference should be appointed to work out the draft of a program for the 
improvement of Federal construction statistics. This program should be com- 
prehensive and should include indications of the relative importance of the 
various proposals for improvements which it contains. The objective should be 
to develop a well-thought-out program which should be forwarded to the Bureau 
of the Budget by August 1959. Miles Colean should be the chairman of this 
committee. 


RECOMMENDATIONS OF THE CONFERENCE ON FEDERAL CONSTRUCTION STATISTICS 


1. That the Federal Statistics Users’ Conference should support the proposals 
for the improvement in construction statistics contained in the President's 
budget. 

2. That the Federal Statistics Users’ Conference should set up 2a committee on 
Federal construction statistics to work out a comprehensive program for the 
improvement of Federal construction statistics. 


SUBSEQUENT ACTION 


FSUC to support 1960 program 

The board of trustees decided that the 1960 Federal construction statistics 
program should be supported by the Federal Statistics Users’ Conference as being 
in the common interest of all the broad categories of users who are included in 
the conference’s membership. 

Committee established 

The Board of Trustees of the Federal Statistics Users’ Conference decided that 
the participants in the conference on Federal construction statistics should be 
constituted a committee for developing a comprehensive program of Federal 
construction statistics. A drafting group, headed by Miles Colean, chairman, 
and including Bert Seidman (AFL-CIO) vice chairman, Ralph Gillen (McKin- 
sey & Co.), Manuel Helzner (National Planning Association), Nathaniel Rogg 
(National Association of Home Builders), as members and Roye L. Lowry 
(executive secretary, FSUC) as ex officio member, was set up to draft proposals 
for consideration by the committee. 

Mr. Hentz. Perhaps you would also be interested in the list of the 
people who attended that hearing which is shown in the forward 
part of this attachment. 

Mr. Preston. I donot know. We are not the agency to circularize 
the public on trade association meetings and that sort of thing. We 
do not do that by policy and custom. We are interested in our 
knowing what your conclusions are, not what your membership is. 

Mr. Hentz. That is the most important part. 

Mr. Preston. We take cognizance of the fact that you have a very 
large circle of members from industry and labor. 

Mr. Bow. Are you going to put in page 6, Mr, Chairman? 

Mr. Preston. Yes. That hasalready been done. 

Mr. Bow. There are a couple of subtitles there that are very im- 
teresting. é 

For example, government statistical agencies should avoid dupli- 
cating work of private agencies. 

I think it is important to have that. 

Mr. Preston. We already have pages 5, 6, and 7 in the record. 
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Mr. Hentz. That summarizes our views with regard to the prob- 
lem of construction statistics, but there are some other statistical pro- 

rams involving the Office of Business Economies to which I would 
ike to call your attention. Particularly, I would like to mention 
the proposal to develop data on the gross national product of this 
country by industry. 

As the attached chart indicates, this measure would have great 
value in showing the effect of changes in gross national product on 
different industries. 

This chart is just for your information. It indicates how this 
particular proposal would fill a real need. We now have information 
to supply the material for the first three bars of this chart, but we do 
not have the information giving the breakdown on the fourth bar of 
the chart. Essentially, that is the proposal that is now included for 
the Office of Business Economics for 1960. We think this would be 
quite valuable. 

Mr. Preston. This was gone into rather thoroughly by the Com- 
merce Department, 

Mr. Henie, Another important program is the work involving 
interindustry purchases and sales. 

Work aimed at producing a table of ee ark. purchases and 
sales based upon the 1958 economic censuses would be speeded up if 
the budget estimate is approved. The request is really too modest in 
terms of the job to be done, and this program will have to be increased 
considerably after 1960 if the study is to have its maximum usefulness. 

Estimates of interindustry purchases and sales will be a tool of 
major significance, providing information of vital importance to 
almost every user of Federal statistics, no matter what his particular 
interest might be. 

To a user concerned with the overall operation of the economy, 
estimates of interindustry purchases and sales provide a means of 
following the consequences of a given industry’s prosperity or reces- 
sion as it percolates through the economy. To a user primarily 
concerned with information relating to his own particular operations, 
properly organized interindustry purchases and sales estimates bring 
together in one place a wealth.of information which cannot otherwise 
be integrated in any meaningful fashion. For example, a business 
firm in planning its production and investment programs must ap- 
praise the markets of industries to which it sells and those of in- 
dustries from which it buys. Estimates of interindustry purchases 
and sales are an essential tool for such a dynamic market analysis. 

The study of interindustry purchases and sales has been too long 
neglected. We should move ahead on this work. Further delay 
will significantly reduce the value of estimates based on the 1958 
economic censuses. The program proposed in the Office of Business 
Economics for 1960 is pathetically small in relation to need, but at 
least it is a start. 

Mr. Chairman, I do not propose to take much more of your time 
but I do want to call your attention to the fact that there are some 
special studies in the field of savings and investments. 

There is a little money to complete a survey of investments abroad 
and this we feel would be very helpful in the field of economic sta- 


tistics. That completes my statement and we are appreciative of 
this opportunity to discuss these matters with you. 
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We will be glad to answer any questions, 

Mr. Preston. Are there any questions of Mr. Henle, gentlemen? 

If not, permit me to thank you for coming to the committee and 
bringing us your views on these portions of the budget we are now 
considering. 

We are glad to have had you. 

Mr. Marxuey. May I make a brief statement ? 

Mr. Preston. Gentlemen, we have a schedule here. 

Do you have a prepared statement ? 

Mr. Hentz. Mr. Chairman, this is Mr. Markley, the Washington 
manager for the Ford Motor Co., and he joined our group here to 
represent the interests of the business people. 

Mr. Preston. All I was trying to c was to avoid getting involved, 
Oftentimes we have one witness scheduled and before we know it, we 
have three witnesses. 

Mr. Markey. I am most sympathetic to the job you have, Mr. 
Chairman. 

Mr. Preston. What do you wish to say ? 

Mr. Mark.ey. I merely wanted to point out that those of us in 
business in the Federal Statistics Users’ Conference feel that there 
may be something we can do to help you and want to put ourselves at 
your service at any time to explain to you, or discuss with you, the 
essential use to which Federal statistics are placed in industry. They 
are very important tools in our marketing program. By the same 
token, we do not subscribe universally to all Federal statistical pro- 
grams. We have taken a close analytical look at them, and we are 
going to continue to do so. 


We would like to offer our help at any time you wish to talk over 
any phases of this program. 

Mr. Preston. Thank you very much. 

Mr. Hentz. Thank you, Mr. Chairman. 


Frimay, May 8, 1959. 
Patent OFFICE 


WITNESS 


HON. FRITZ G. LANHAM, REPRESENTATIVE OF NATIONAL PATENT 
COUNCIL 


Mr. Preston. Our next witness is the Honorable Fritz G. Lanham, 
to speak to us on the Patent Office. 

Mr. Lanham, we apologize to you for the lateness of the hour. 

Mr. Lanuam. Mr. Chairman, no apology is necessary for that late- 
ness, and I know you are gratified that among the witnesses ap- 
pearing before you I am “the last of the Mohicans.” 

Mr. Preston. We are glad to have with us the Honorable Fritz G. 
Lanham, a former distinguished Member of Congress. 

Mr. Lanuam. I appreciate those gracious words, Mr. Chairman, 

I represent the National Patent Council which is a nonprofit organ- 
ization of small manufacturers who are very much interested in the 
proper promotion and protection of our American patent system. 

As you know, gentlemen, that system is an original and fundamen- 
tal institution of our Government. 
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Concerning its establishment in the deliberations of the Constitu- 
tional Convention, there was never the slightest controversy; and I 
might add that the bulk of the funds this committee is called upon 
to appropriate probably come from industry and from workers whose 
success in their respective labors is based upon the use of patents. 

It was my pleasure for 25 years to serve as a member of the House 
Committee on Patents when it was a standing committee, and I sup- 
pose it is natural to assume that I acquired some familiarity with our 
patent system and some knowledge of it in that long service. I am 
sure that you gentlemen understand the reason for this appropriation 
for the Patent Office. 

It is in order to take care of the backlog of applications. That 
backlog, as it now exists and has existed for a few years, prevents an 
inventor from getting final action on his application for a patent for 
3 or 4 years and he has no protection during that time. This situa- 
tion arose by reason of the fact that in the wartime, the skilled exam- 
iners who could get greater remuneration in private industry left the 
Patent Office and the funds you appropriate are in large measure to 
provide for the training of further skilled personnel to take their 
places. 

That necessarily takes some time. 

For the organization I represent and for myself individually, I am 
quite in favor of the budget estimate for this purpose. 

While I am here, though it may be a little aside from this subject in 
general, I should like to call your attention to what I think would 
obviate in the future any recurrence of such a situation after we have 
the skilled personnel to get this backlog to a proper level. 

In my judgment, the recent legislative proposals from the stand- 
point of our patent system have had to do with the treatment of symp- 
toms and they have not gone to the real cause of the trouble. 

I think there are two steps that could be taken, though not through 
the Appropirations Committee, the adoption of which would have 
an effect upon your committee in reducing the appropriations you 
would be called upon to make. 

There are two steps that would solve this problem and the first is 
to make the Patent Office an independent agency of the Government. 
It has judicial and quasi-judicial functions. You will recall that 
4 or 5 years ago when Reorganization Plan No. 5 was pending before 
the House Committee on Government Operations, great effort was 
made to eliminate the Patent Office from the control of the Secretary 
of Commerce. 

We sought to delete that provision from that reorganization plan 
and unfortunately we did not prevail. 

That gave the Secretary of Commerce the authority over the Patent 
Office. The Secretary is not a patent expert and, with the many 
duties devolving upon him, could not be. That action reduced the 
Commissioner of Patents in what he had to say about pertinent legis- 
lative proposals to an echo of what the Secretary told him to say. 

He is no longer a voice. His authority and his great knowledge 
of the patent system are lost in the balance. 

In addition to making the Patent Office an independent agency 
of the Government, we should, in the Congress, amend the Reorgani- 
zation Act to restore the standing committees in the House and Senate 
on patents, trademarks, and copyrights. 
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Those are very important and comprehensive matters in the opera- 
tion of our commerce. 

Those matters are now considered by subcommittees of the Judici- 
ary Committees and when we appear before each of those subcom- 
mittees with reference to pending measures we are lucky if anybody 
but the chairman of the aascodiinetes 3 is present. 

Sometimes there may be one other member present for a short while 
and, consequently, our patent policies are now being determined by 
one or two men who, with the many duties devolving upon them and 
the vast multiplicity of bills and resolutions referred to the Com- 
mittees on the Judiciary, could not possibly have the time to study 
and become thoroughly familiar with our comprehensive American 
patent system. 

If we could get those two things done, to make the Patent Office an 
independent agency of the Government and to restore the standing 
committees on patents, and so forth, in the House and Senate, we would 
go far toward eliminating many of the problems that we now have 
and many others that are quite likely to arise. 

Mr. Preston. Coming from you, an expert in the field, we take 
these suggestions of yours seriously, because we recognize you as & 
long-standing authority in the field of patents and copyrights. 

Mr. Lannam. I thank you very much, Mr. Chairman. 

Mr. Preston. You are supporting the budget request before us 
today ? 

Mr. Lannam. Yes; for myself and for the National Patent Council 
a nonprofit organization of small manufacturers that I represent. 

I have br ought these other matters to your notice, because I think 
they are matters of i important public policy that deserve prompt at- 
tention and appropriate action. 

Thank you very much, Mr. Chairman. 

Mr. Preston. Thank you, Mr. Lanham. 

It is always good to see you. 

We have just heard the last witness on the 1960 budget, and. I wish 
to take this opportunity to thank the members of the subcommittee for 
their faithful attendance at all times and for their assistance during 
these hearings. 

We have statements from several Members of Congress and corre- 
spondence relating to items in this bill which will be inserted in the 
record at this point. 


STATEMENT OF REPRESENTATIVE LOUIS C. RABAUT, OF MICHIGAN 
MARITIME ACTIVITIES 


The appropriations bill for fiscal 1959, making appropriations for operating- 
differential subsidy, limited subsidy to 2,300 voyages per annum and provided 
that “75 shall be for companies operating into or out of the Great Lakes.” 

The St. Lawrence Seaway is now open. Maritime has subsidized the Grace 
Line out of the lakes to the Caribbean for 34 voyages a year and American 
Export Line for 16 voyages a year to the Mediterranean, a total of 50 voyages. 

The T. J. McCarthy Steamship Co., of Detroit, has applied for subsidy from 
the Great Lakes to the continent, 16 to 24 voyages a year. On the same route 
U.S. Lines has applied for subsidy for a total number of 32 voyages, Isbrandtsen 
Lines, Inc., has applied for a total of 32 voyages, and Moore-McCormack Lines 
for an unspecified number of voyages. 

It is clear that a similar reservation should be made in the appropriation 
bill for 1960 in order to insure a sufficient number of subsidized sailings to and 
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from Great Lakes ports as 50 voyages have already been allotted for service 
to the Caribbean and Mediterranean. It is clear that at least 50 more voyages 
will be required adequately to serve the continent. The appropriations bill 
for fiscal 1960 should reserve at least 100 voyages for companies operating into 
or out of the Great Lakes. 


STATEMENT OF REPRESENTATIVE ELIZABETH KEE, OF WEST VIRGINIA 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Mr. Chairman and other distinguished members of the Department of Commerce 
and Related Agencies Subcommittee of the House of Representatives Committee 
on Appropriations, I deeply appreciate this opportunity, which you have so 
graciously extended, to present this brief statement of my heartfelt interest in 
securing an adequate appropriation for the Business and Defense Services 
Administration of the Department of Commerce, and especially for the Office 
of Area Development, for fiscal year 1960. 

Mr. Chairman, in the State of West Virginia we have more than 300,000 citizens 
who are today existing upon the distribution of surplus commodities. In the 
Fifth Congressional District, which I have the honor to represent in the Con- 
gress, the Nation’s second largest coal-producing district, we have nearly one 
person out of each four existing either in whole or in part on these surplus com- 
modities. This situation has come about because of the lack of job opportunities 
for our citizens. However, I am gratified to be able to report that the residents 
of my district have not been standing idly by waiting for someone to come to their 
economic rescue. Our people do not want a Government dole. They simply want 
the opportunity to work in order to support their families. 

In this connection, some of the communities in West Virginia’s seven southern 
counties have used the proved techniques of local industrial development groups 
wherein local community money is used to finance new and diversified industries. 

Therefore, I am grateful to the officials of the Business and Defense Services 
Administration, and particularly the officials of the Office of Area Development, 
for going into different areas and advising our people what they can do to help 
themselves. From first hand I have seen the effectiveness of the work of these 
officials. 

The Business and Defense Services Administration, and particularly the Office 
of Area Development, can provide advice and the tools for our people in order 
that they may help themselves. From personal experience, I know that the lack 
of adequate travel funds made it impossible for some of these officials to visit 
with various chambers of commerce and locally organize and finance area devel- 
opment corporations. 

Therefore, Mr. Chairman, I urgently plead with you and the members of your 
subcommittee to appropriate a sufficient amount of money for the operation of 
the Business and Defense Services Administration and particularly to earmark 
$395,000 for the Office of Area Development. 

While in foreign lands, through our economic aid program, we appropriate 
millions of dollars to help other countries, it seems to me that $395,000 is an 
extremely small amount to appropriate for the Office of Area Development. It 
seems to me that we should have sufficient funds for these experienced and 
qualified experts to have, in order that they may advise the local citizens in our 
economically depressed areas as to how they can help themselves. 

Mr. Chairman, from my own observation I have full confidence that the wise 
expenditure of this amount of money will result in many new industries being 
established in our economically depressed areas. 
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LETTER FROM NATIONAL MACHINE TOOL BUILDERS’ ASSOCIATION 
~2NSUS BUREAU 


NATIONAL MACHINE TOOL BUILDERS’ ASSOCIATION, 
Cleveland, Ohio, April 27, 1959. 
Hon. PRINCE H. PRESTON, 


Chairman, Subcommittee on Commerce Department of the House Appropriations 
Committee, House Office Building, Washington, D.C. 


Str: The National Machine Tool Builders’ Association understands that the 
Department of Commerce is asking for the appropriation of an additional $98,000 
for fiscal 1960 with which to improve the accuracy and reliability of the Bureau 
of the Census import statistics. The machine tool industry regards this ap- 
propriation as essential. As a matter of fact it feels that several times this 
amount could properly be expended on the improvement of the statistics on 
machine tool imports. 

The following are the association’s detailed reasons for urging your subcom- 
mittee to recommend this appropriation. 


THE ASSOCIATION AND THE INDUSTRY 


The National Machine Tool Builders’ Association is a trade association com- 
posed of the country’s principal machine tool builders. Between them, its mem- 
bers account for more than 90 percent of domestic machine tool production. 

Machine tools are of course the basic pieces of production equipment on which 
our entire economy depends. Everything manufactured in this country today 
has to be made on machine tools or by machinery made on machine tools. We 
could not have automobiles, refrigerators, or any of the countless other items 
of consumer goods without machine tools. Nor could we have the missiles, air- 
craft, ships, and guns upon which our national security depends. 


MACHINE TOOL STATISTICS 


Because of the importance of machine tools in the country’s industrial base, 
the Government as well as the industry itself has to have sound machine tool 
statistics. Both obviously have to know about the rates and trends of machine 
tool production. Both have to know the size and character of machine tool back- 
logs. And more and more they have to know about machine tool exports and 
imports. Economie cooperation with the West and warfare with the East make 
this kind of information essential. 


FOREIGN COMPETITION AND IMPORT STATISTICS 


Today, accurate statistics on machine tool imports are particularly important. 
This is because foreign machine tool competition has increased very considerably 
during the last few years. Foreign wage scales for machine tool engineers and 
mechanics are very much less than our own wage scales, and in consequence 
foreign machine tool builders can sell their machines in this country for much 
less than the cost of domestic machines. An increasing number of U.S. manufac- 
turers have accordingly been buying cheap foreign machines in preference to 
higher quality but more expensive U.S. machines. 

In the association’s opinion, the increase in foreign machine tool competition 
threatens the health and strength of the domestic machine tool industry and thus 
presents a serious national security problem. The industry is now producing at 
considerably less than half the capacity it demonstrated during the Korean 
emergency, and as a result its financial stability is threatened. In part, produc- 
tion is down in consequence of the 1958 recession, but foreign competition has 
materially weakened many U.S. companies. Moreover, many U.S. builders are 
thinking of moving at least part of their capacity abroad so that they can meet 
foreign competition by taking advantage of low foreign wage scales. Some have 
already done so. Thus the country may be facing a serious reduction in its 
machine tool capacity with a consequent erosion of its entire industrial base. 

There are a variety of ways in which this threat can be met, but before any- 
thing can be done there is a preliminary problem. This problem is to determine 
the precise nature and extent of foreign machine tool competition. This 
problem cannot be solved without adequate import statistics. At the present 
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time none exist. The statistics published by the Bureau of the Census are 
incomplete, inaccurate, and misleading. 


STATISTICS ON THE IMPORTATION OF RADIAL DRILLS 


In order to show the seriousness of the situation, I should like to refer to the 
statistics on radial drills or radial drilling machines. These are exceedingly 
important general-purpose machine tools which are essential in defense p oduc- 
tion. For some years, radial drill manufacturers have been trying to obtain 
some assistance from the Government in meeting very severe foreign competition, 
but they have always been met with the fact that there are no Census Bureau 
figures on radial drill imports. The Census groups radial drills with many tools 
having entirely different uses and applications into a general class called drilling 
machines. Moreover, the Census figures for 1956-57 show that only $1,288,000 
and $2,136,000 of drilling machines were imported. In contrast, an industry 
survey indicates that at a minimum U.S. customers paid about $1,800.000 and 
$2,500,000 in 1956-57 for radial drilling machines alone. In other words, the 
Census figures for all drilling machines are substantially less than the industry’s 
figures for radial drilling machines by themselves. 


THE VIEWS OF SECRETARY WEEKS 


The Department of Commerce has recognized the inadequacy of the present 
statistics. Last June, Secretary of Commerce Weeks wrote the National Ma- 
chine Tool Builders’ Association in part as follows: 

“This is in reference to your letter of May 23 in regard to the accuracy of the 
Census statistics on imports of machine tools. 

“T have asked Mr. Mueller, the Assistant Secretary directly in charge of the 
work of the Census Bureau, to look into this matter. He tells me that during 
the past year the staff and resources available for foreign trade statistics com- 
piling work have been heavily taxed by the unanticipated need for developing 
refinements in certain data which are necessary for administrative purposes. 
This has made it difficult to give sufficient attention to the accuracy of the de- 
tailed export and import statistics. Because of similar problems in earlier 
periods there had already been a reduction of the amount of staff time available 
for this work. It is believed, from various indications, that as a result of this 
situation undetected errors in the information furnished on customs documents 


may have gotten in both import and export statistics, for a number of individual 
classifications.” 


THE PROBLEMS FACED BY THE BUREAU OF THE CENSUS 


For many years, the association has been working with Census and other 
Commerce personnel in an attempt to improve the accuracy of all machine tool 
statistics including import statistics. It understands the problems the Census 
faced, and it wishes to emphasize that the Census is in no way responsible for 
the present state of the import figures. It simply has not had the personnel 
or the facilities to do the job. More money is needed—urgently. 

The main problem faced by the Bureau of the Census lies in the proper 
classification of the raw statistical material received from the customs houses 
at the ports of entry. This raw material consists of copies of customs entries 
on form 7501. These are filled out by the importer or his customs broker and 
checked by customs clerks. Neither importer, broker nor clerk is concerned 
with statistics. Their sole problem is the assessment and payment of the tariff, 
and this problem can be solved without more than the barest description of the 
imported article on the customs entries. The frequency of bare description 
leads Census statisticians to confuse machine tools with hand tools, cutting 
tools, and other items not properly definable as a machine tool. They also lead 
to errors in distinguishing between types of machine tools. They explain the 
Census Bureau’s use of such broad classifications as “drilling machines” and 
its failure to compile meaningful figures for such single but important types 
as radial drills. 

THE PROPOSED ADDITIONAL APPROPRIATION 


What is neded, of course, are machine tool experts who can analyze the 
customs entries and even go back to the customs houses for additional infor- 
mation about customs entries that contain obvious errors. Present Census 
Statisticians are inadequate in both numbers and training for this kind of task. 
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With the $98,000. additional appropriation that has been requested, the Census 
statistical staff could be reinforced, and the present liaison between the Census 
and the customs houses could be improved. The association’s statistical com. 
mittee has discussed these and various other possibilities with the Census, and 
it feels confident that with adequate funds the reliability of the import statis- 
ties could be vastly improved. 

The main question the association has is whether an additional $98,000 is 
enough to do the job. The question cannot be answered until specific steps are 
taken toward improvement in the existing situation. In the association’s 
opinion, however, the committee should be prepared to give favorable con- 
sideration to requests for increased appropriations in subsequent years if not to 
a supplementary appropriation at this session. 

Very truly yours, 
RaupH J. Kraut, President. 





LETTER FROM CHAMBER OF COMMERCE OF GREATER PHILADELPHIA 


CENSUS BUREAU 


CHAMBER OF COMMERCE OF GREATER PHILADELPHIA, 
ECONOMICS AND TAXATION COUNCIL, 
Philadelphia, Pa., April 29, 1959. 
Hon. Prince H. PRESTON, 
Chairman, Subcommittee on the Department of Commerce, Committee on Appro- 
priations, U.S. House of Representatives, Washington, D.C. 

DEAR Mr. Preston: The Chamber of Commerce of Greater Philadelphia urges 
your support of a modest percentage increase in the appropriation for the 1960 
Census of Population so as to assure a count as near 100 percent as reasonably 
possible. 

In answer to inquiry, the U.S. Bureau of the Census informs us that the 
estimated undercount nationally in 1950 was 4,500,000 persons, or 3 percent. 
This is a disturbingly large figure for the uncounted. It is particularly dis- 
turbing to the large cities, such as Philadelphia. to discover that the undercount 
of nonwhite population is double that of the white. With our nonwhite resi- 
dents currently increasing so rapidly in the large urban centers, the net effect 
of continuing the old census-taking methods will be to widen the undercount 
and thus credit these cities for considerably less growth than is actually taking 
place. 

Taking Philadelphia as an example, its official census count for 1950 showed 
a population of 2,072,000, which was divided 1,693,000 white and 379,000 non- 
white. A 2.5-percent correction for the undercount of white population would 
have added 42,000 residents, while a 5-percent undercount for nonwhite would 
have shown an additional 19,000—a total increase of 61,000, or nearly 3 percent. 
This loss in coverage for Philadelphia alone is equivalent to the population of 
a good-sized city. 

According to estimates of the Chamber of Commerce of Greater Philadelphia, 
the city’s white population in 1958 remained unchanged, but the number of 
nonwhite residents has jumped to 516,000. A 5-percent undercount of this 
latter group would mean 26.000 unregistered residents or, with the 42,000 white 
undercount, a total of 68,000 who would be “missing” were the census taken 
today using oldtime methods. 

As a step toward correcting this situation, the economics committee of the 
Chamber of Commerce of Greater Philadelphia has adopted the following 
resolution : 


“RESOLUTION FOR IMPROVING POPULATION COUNTS IN THE 1960 FEDERAL CENSUS 
OF POPULATION 


“Whereas tests have shown that the undercount of national population in the 
census of 1950 was 3 percent or 4,500,000 and that the undercount percentage 
for nonwhite, was twice that for the white population: and 

“Whereas the nonwhite population of most large cities is known to have 
expanded rapidly in the current decade: Therefore, be it 

“Resolved, That the Chamber of Commerce of Greater Philadelphia urges the 
adoption of procedures by the U.S. Bureau of the Census which would improve 
coverage in the count of total population for large cities in the census of 1960 
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particularly through use of post office and other suitable check lists; and be it 
further 

“Resolved, That Congress appropriate funds sufficient to make these additional 
checks for the improvement of the population count.” 

Approximately half the undercount rate of 1950 can be eliminated by use of a 
simple post office check on residents’ addresses. Obtaining the cooperation of 
postal carriers along their routes throughout the United States will entail 
$4 million of additional salary and other costs—but this is less than 5 percent 
of the $86,500,000 current budget estimate for the census of population. 

Considering that the full count of residents is taken only once in each decade 
and that there are so many important uses for such statistics, it seems to us 
essential that one or more of the known check lists (such as mailing addresses 
and school enrollment lists) be used. 

The bringing of this important subject of a full count to the attention of the 
subcommittee at the appropriate time and the entering of our resolution on the 
official record of your proceedings will be greatly appreciated. 

Very truly yours, 
Davip C. MELNICOFF, 
Chairman, Economics Committee. 


LETTER FROM AMERICAN STEAMSHIP LINES 
MARITIME ACTIVITIES 


COMMITTEE ON AMERICAN STEAMSHIP LINES, 
OFFICE OF THE EXECUTIVE DIRECTOR, 
Washington, D.C., April 29, 1959. 
Hon. CLARENCE CANNON, 
Chairman, Appropriations Committee, 
U.S. House of Representatives, Washington, D.C. 
Hon. CarL HAYDEN, 
Chairman, Appropriations Committee, 
U.S. Senate, Washington, D.C. 

GENTLEMEN: In submitting his proposed budget for the fiscal year 1960 to 
the Congress, the President of the United States requested $129 million in con- 
struction differential subsidy appropriations for shipyards. This is estimated 
to be sufficient to finance the construction and defense allowances for 14 vessels. 

Under the terms of the existing operating-differential subsidy agreements, 
shipowners have undertaken contractual obligations to award shipbuilding con- 
tracts for a total of 26 freighters during fiscal year 1960. Thus the budget re- 
quest falls 12 ships below the contractual obligation of the operators. 

The replacement obligations of the operators have been carefully developed 
with the Federal Maritime Board over a number of years, and agreement reached 
as to realistic and phased programs for the replacement of their ships. Under 
these agreements, the operators are obligated to build a total of 276 freight ships 
between now and 1970 at an approximate cost of about $3.4 billion. The total 
cost will be divided about equally; the operators’ portion, or more than $1.7 bil- 
lion, will represent the world market price of these new vessels, while the Gov- 
ernment will pay to domestic shipyards the difference between this and the higher 
American construction costs in order to assure an adequate mobilization base. 

In seeking to meet this program, the operators have already expended large 
sums for ship design. Financial plans have been developed and, in certain in- 
stances, financial commitments made. 

Delay in progressing this program will undoubtedly result in added costs to 
both the Government and the operators. In addition, by reducing shipyard em- 
ca to a dangerously low level, it may damage an important national 
industry. i 
The administration has expressed eonéeern over the mounting costs of shipyard 
subsidies and has asked for a realistic itiquiry into the lifespan of merchant ships 
and the number of ships actually needed in the furtherance of our national mari- 
time policies. If, as a result of the President’s study and after full and open 
inquiry into all facets of this problem, some orderly rephasing of the construction 
program is required in the national interest, we have no doubt that the member 
companies of our group will give serious consideration to modifying their exist-. 
ing agreements so as tO accommodaté the views of the United States on this 

40514—593——__60 


940 


important matter. However, pending the results and evaluation of that study 
by the administration and by the Congress, we respectfully suggest that the 
Government appropriate sufficient funds so that it can meet its shipbuilding 
commitments. Our member lines stand ready, willing, and able to deliver on 
their commitments in order that our existing fleet will be improved and modern. 
ized under an orderly, planned vessel replacement program. 

Therefore, we respectfully urge that appropriations for fiscal 1960 be sufficient 
to cover the construction of the 26 ships now scheduled for construction under 
existing subsidy contracts. 

Yours very truly, 
Lewis A. LAPHAM, 
Chairman, Committee of American Steamship Lines. 


CORRESPONDENCE FROM U.S. CHAMBER OF COMMERCE 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., May 11, 1959. 
Hon. PRINCE H. PRESTON, 
Chairman, Subcommittee on the Department of Commerce and Related Agencies, 
House Appropriations Committee, Washington, D.C. 


DEAR Mr. Preston: The Chamber of Commerce of the United States is firmly 
convinced that the proposed Federal budget for 1960, although balanced, can be 
reduced selectively without impairing national defense or other vital govern- 
mental functions. 

These reductions can be achieved by the combined methods of reducing amounts 
requested for specified activities and increasing revenues from certain programs 
where special benefits accrue to limited segments of the public. 

In view of the mounting concern over the threat of inflation and the increased 
recognition of the role which excessive Government spending plays in this threat, 
the national chamber urges that the items coming before your subcommittee be 
subjected to the most critical scrutiny. 

From an analysis of the President’s budget for fiscal year 1960, the national 


chamber has developed recommendations for economies in the budget requests 
of the Department of Commerce. It is hoped that the much more detailed justi- 
fication material available to your subcommittee will permit even further savings 
to the Nation’s taxpayers than those listed below: 


DEPARTMENT OF COMMERCE 


1. Coast and Geodetic Survey 

It is recommended that savings be accomplished in this Bureau in two ways. 
The Federal budget does not disclose any overriding reason for increasing the 
appropriation for the coast survey in fiscal year 1960. The 1959 level amount 
would permit the coast survey to continue its present programs, augmented by 
the requested supplemental for the current fiscal year. Holding to the level of 
the present year would permit a reduction of $926,000 in the estimates. 

Of more permanent significance is the establishment of a schedule of fees 
which reflects the costs incurred by this agency in providing charts and other 
publications to its customers. We believe present charges are inadequate, with 
a considerable element of subsidy going to persons who derive special benefits 
from the services in the form of unrealistically low charges. 

The chamber’s views on the present fee structure will be presented to chairman 
of the Subcommittee on Coast Guard, Coast and Geodetic Survey and Navigation 
of the House Marine and Fisheries Committee, which has legislative oversight 
of this agency. Although that subcommittee would normally initiate legislation 
to raise the fees of the Coast and Geodetic Survey, a strong recommendation for 
a fee increase from this appropriations subcommittee would undoubtedly receive 
careful consideration by the legislative subcommittee. 


2. Patent Office 


Although no reduction in operations is recommended for the Patent Office, it. 
is recommended that the net budget requirements for this agency be reduced. 
This can be accomplished by the establishment of a realistic schedule of fees 
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which would permit the recovery of the full costs of its operations. The result 
would be a saving of $14,800,000. 

Through a large part of its long history, the Patent Office has been self-sup- 
porting. Since 1935, however, its ratio of earnings to costs has steadily declined. 
The principal reason for this imbalance is that the major patent fees have not 
been increased since 1932, a year in which the present dollar would have been 
worth $2.12. 

As in the case of the Coast and Geodetic Survey, another subcommittee has 
primary legislative oversight of the fees this agency charges. At the present 
time the Subcommittee on Patents, Trademarks, Copyrights, and Revision of the 
Laws of the House Judiciary Committee, is considering a bill to raise Patent 
Office fees by a very limited amount. A copy of the national chamber’s state- 
ment on this bill is attached for your information. 

A recommendation by your subcommittee that the Patent Office be once more 
restored to a self-supporting basis would certainly be given serious considera- 
tion by that subcommittee. 


3. Weather Bureau 


It is recommended that the Weather Bureau request for increased obligational 
authority in 1960 over 1959 be denied. This amount would include the requested 
supplemental appropriation for the current fiscal year, but would permit a sav- 
ings of $6,272,000 in fiscal 1960. 

As with the previous budgetary items listed above, your subcommittee will 
have much more detailed budgetary information on this agency than was pre- 
sented in the President’s budget. However, the justification material in the 
budget did not offer sufficient reason for increasing the level of operations of 
this bureau. 

I would appreciate having this letter made a part of the record of the hearings 
on the appropriations bill for the Department of Commerce and related agencies. 

Cordially yours, 
CLARENCE R. MILES. 


Hon. Epwin E. WI11Is, 
Chairman, Subcommittee on Patents, Trademarks, Copyrights, and Revision of 
the Laws, House Judiciary Committee, Washington 25, D.C. 


- 


Dear Mr. WILLIS: The national chamber believes that H.R. 2739, to fix fees pay- 
able to the Patent Office while increasing Patent Office revenue, falls far short of 
providing a proper level of income. 

In its present form, this bill would increase annual Patent Office revenues by 
an estimated $3.5 million. If applied to fiscal year 1960, this would produce an 
estimated total of fee collections of $10.7 million, in contrast to estimated obliga- 
tions for that year of $22 million. 

The Patent Office has a history of self-support which covers a large part of 
its long existence. However, since 1935 the ratio of earnings to expenses has 
steadily declined to the point that, in the present fiscal year, fees are estimated to 
amount to only 35 percent of expenses. Even if H-R. 2739 should be in effect 
during fiscal year 1960, the Patent Office would be less than 50 percent self- 
sustaining. 

The need to reduce Federal expenditures and simple equity argue strongly for 
increasing Patent Office fees substantially. The major revenue-producing fees 
of the Patent Office have not been increased since 1932, despite the fact that its 
expenses have risen nearly fourfold since that time. 

The national chamber strongly urges your subcommittee to correct this imbal- 
og by recommending a realistic schedule of fees which would recover costs in 

The chamber believes that the proper condition of Patent Office finances is one 
which would return to the historic pattern of self-support. This position is based 
on recognition of the special benefits which accrue to the users of Patent Office 
goods and services over and above those which are received by the public gener- 
ally. We feel that patentees and others who derive clearly special benefits from 
the functioning of the Patent Office should bear the full cost of its operations. 

I would appreciate having this letter made a part of the record of hearings on 
H.R. 2739. 

Cordially yours, 
CLARENCE R. MILEs. 
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General administrative expenses, limitation on 
Highway trust fund: 

Deficiency in 56 
Inter-American Highway 410 
Public lands highw ays (trust fund, liquidation of contract authoriza- 

tion) 389 
Revenues and expenditures Si siald hina eel Ae RRS wad ae 344, 353 
Transportation, study on 13, 23, 66 


St. Lawrence Seaway Development Corporation: 
Administrative expenses, limitation on 
Corporate fund 
Cost of. - - - 


AG iation Ww oaiher's service 

Budget for 1960, summary of 

Establishment of meteorological facilities__.............--.- 2 ___- 
High-altitude weather forecasting 530, 535, 581 
River and rainfall measuring and reporting equipment 

Huntsville, Ala., station at 573 

Investapatsem Of, Gbmmibitewn ss cc 5s 5 cc ocd lec ccncute 537, 583 
Consolidation of weather services. -_-.-.......-...........-....- 538 
SE ey re Ci cis wks we cdeends wemenquenbil 548, 550 
Duplication of weather services 563 
Organization of the Weather Bureau_-______---_-~- aes acne 545 
Personnel, reduction in 540 
Research and development 561 
Weather Bureau offices, establishment of 546 
Weather observational program 556 

Miniaturization of equipment 565 

Rainmakin 584 

Salaries and expenses 566 
Personnel, increase in 569 

533 
570 





VIII 


RELATED AGENCIES 


Panama Canal: 
Canal Zone Government 
DONA RIOR oo ein on on os cn oe e ewan 
Capital outlay 
Gorgas Hospital 
Language changes 
Panama Canal Company 
Administrative and general expenses, limitation on 
Expenditures and obligations 
Se RI BN nk encom eeeu eee eels casas 
Revenues 


Small Business Administration 
Administrative management courses... .....-.....-.-------.--.--- 
Budget for 1960 compared with 1959_._............-......-.--..- 809 
NIN TONING ne cnc neces ncn weceneases 823, 827, 829 
Decentralizating of loan activity 
Employment level 
Expansion of agency.-.-.------------ x ein Ss ns Sn SS RO ate 


Interest- -bearing and noninterest-bearing capital 
Investment companies: 

Interest rate paid by 

Organization of 

Purchase of debentures from, limitation on 
Legislation increasing authorization for business 100ns8..... ...<<scnua 
Loans: 

Applications for 

Applications received and approv ed. 

Applications received and disposition of (by States) 

Delinquency record 

Disaster 

Immediate and deferred participation ” $34 

RUNNIN ONIN Sore 3 ni a nn arto 820, 834, 835, a 

Number of 821 

Recipients of 

Reconstruction Finance Corporation loans, liquidation of__._.' 825, 867 

DLS cpepiaicc keane eWak as 843 
Postal rates on third-class mail, study of 180, 194, 815 
Research and management counseling, grants for_....... 812, 837, 856, 871 
Revolving fund 825, 827, 859 

Si ; 827, 830 
RU OIE WRI noi isn tn wninnnnat wk auwwale buena ee 853 
Surplus material, disposal of 


Tariff Commission, United States 








